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Understanding the correct way to determine the financing package for infrastructure projects, identifying proper processes,
resources, techniques, and instruments to realize successful financing approaches, and private sector participation in providing
development infrastructures are irrefutable. (e main purpose of this study is to present a comprehensive model covering these
complex issues. To this end, using the library studies, receiving expert opinion, and recognizing international financing processes,
information was gathered on this subject; therefore, in this paper, the model of designing financing package for infrastructure
projects is processed and identified, and designing the financing structure is closely related to the ownership structure of the
project and its guaranteed package.(ese will change in a repeatable process until the end of the preparation phase and sometimes
in project steps. (e ownership of the infrastructure projects is determined by this repeatable process, which defines initial
sponsors, costs, and benefits for partners, types of financial instruments, and techniques and evaluates risks and capital structure.
In this paper, we suggest a model to help practitioners more effectively and systematically finance infrastructures. (e devel-
opment of guidelines and information resources in this field is one of the effective measures to build capacity and eliminate
possible ambiguities and misunderstandings about public-private partnership.

1. Introduction

Infrastructure plays a significant position in the progress
and the growth of gross domestic product (GDP) of a
country. Total infrastructures involve all the prerequisites
to effective functionality in competency and development
of market economies [1]. On the other hand, infrastruc-
tures require a vast amount of resources to get involved.
(e profits of these large investments are considerable, but
these profits are obtained in the long term [2]. In devel-
oping countries, the private sector does not recognize it as a
proper long-term period of return on investment (the
private sector does not prefer long-term profit.), or it lacks
the financial instruments to handle these projects. (ere-
fore, the government is expected to accept part of the
commitments to implement these projects in order to

create a favorable condition for growth. However, gov-
ernment revenues from all sources, including a level of
politically tolerable taxes, are less than enough to be able to
fund infrastructure constructions. As a result, the problem
we are facing is how to equip the private sector for this
purpose. (e cost-effective financing process, irrespective
of the infrastructure developer type, needs a clear overall
trend in terms of financing planning [3].

Technological advances that have already resulted in
dramatically reduced transaction costs and advances in the
theory and practice of finance that rely on low transactions
costs are likely to produce wide-ranging institutional
changes in the future [4]. While it may be hard to believe
that the pace of general financial innovation during the past
few decades can sustain itself into the future, there are
reasons to believe that it can, because it is rooted in
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fundamental economic factors [5]. Pension reform is
currently a high priority issue in several European coun-
tries (e.g., Italy, Germany, and France) that have relied
heavily on pay-as-you-go systems of retirement income
provision in the past. As the proportion of the elderly in
their population increases in the next few decades, these
systems will come under tremendous strains that are likely
to lead to institutional change. And in the developing
nations of Asia and Africa, some of which have had no
formal pension system at all, institutional reforms are being
considered to supplement the informal systems of family
provision of old-age income.

2. Materials and Methods

2.1. Analyzing the Business Environment. Similarly, the
difference between corporate financing and project fi-
nancing in developing countries is declining [6]. Most of the
project sponsors are willing to exit project debts from their
balance sheets. On the other hand, project financing has
turned out to be extremely difficult for infrastructure
projects. Sponsors can mobilize equity and debt financing
more easily when they draw on the creditworthiness of
parent companies [7]. (erefore, corporate financing and
project-based financing are converging toward an ar-
rangement of limited corporate responsibilities, in the form
of limited-recourse financing and other types of sponsorship
[8]. (e factors that should be taken into account in the
analysis of the business environment are presented in
Figure 1.

A public-private partnership can be an effective ap-
proach to deal the projects with modern agricultural de-
velopment in Sub-Saharan Africa [9]. Financial analysis of
lower and higher capital demanding scenarios and testing of
the impact of changes in the critical drivers of costs and
revenues showed that a combination of staple crops and cash
crops can be found to balance national food security policy
targets and financial appeal for private partners in amutually
satisfactory venture capital. Flexibility, driven by timely big
data feedbacks, contributes to reducing the intrinsic rigidity
of long-termed PF healthcare investments. Healthcare is a
highly networked and systemic industry that can benefit
from interacting with big data that provide timely feedbacks
for continuous business model reengineering, reducing the
distance between forecasts and actual occurrences [10]. (is
paper aims to answer two questions: how to share the
benefits between the contractual parties and reach an op-
timal long-term contractual agreement? And which type of
contract ensures a consistent risk transfer to the private
partner, allowing the PA an “off balance” accounting
treatment? (e research questions are answered through the
development of a mathematical equation that can calculate
the optimal percentage of benefits sharing between partners
in a long-term contractual agreement [11].

(e public infrastructure companies that traditionally
financed their projects through government-sponsored or
government-backed loans currently provide financing
sources such as commercial banks, release, and limited use of
financial bond to the private sector and even stock markets

[12]. In contrast, private sector investors who are expected to
invest their funds in the projects often seek to use formal
funding sources that also have some form of government
supports; of course, this happens when sponsors of the
private sector create a company jointly with government
agencies in a special purpose company (SPC). Using any
kind of the sources and instruments of financing has dif-
ferent advantages to mitigate kinds of risks [13].(e risk and
cost of capital financing are two important factors in creating
these differences [6]. (e research tries to determine own-
ership structure and security packages and risk coverage
instruments in PPP projects [14]. After collecting the nec-
essary information, the process of designing the financing
model was completed through interviews with international
project experts and financial professionals. Model modifi-
cation, verification, and validation were done through the
Delphi method by a panel of experts [15]. Private and public
infrastructure development companies in the world may be
clearly differentiated from one another, but they are close to
each other in terms of financing infrastructure projects in
developing countries [6].

2.2. Ownership and Project Structures. An introduction to
ownership and project structures of the premise of an un-
founded project financing is inextricably linked to the ability
of lenders to assess and, to an extent, control the operations
of the borrowing entity [6]. (is is most effectively achieved
through the use of a single purpose vehicle (SPV), whose
only asset is the project [16]. All project finance transactions
have some level of interaction with their host government. It
can be noted that one end of the spectrum is solely in respect
of permitting requirements and at the other may involve a
significant degree of government ownership [17]. Although
single sponsors may decide to carry out a project alone, and
as a matter of practice, most large projects are jointly owned
or jointly controlled [18]. (e reasons for selecting a joint
structure include spreading the project risk among a number
of participants; maximizing the benefits of a combination of
skills, technology, and resources; and allowing participants
to act in a project that would otherwise be beyond the ca-
pabilities of any of the individual sponsors. (e ownership is
affected by the particular financial, legal, accounting, and
taxation objectives and concerns of the sponsors. Flexibility
of management structure, the ease with which profits can be
distributed, minimizing tax burdens, achieving off -balance
sheet treatment, the scope of minority protection, and
considerations regarding dissolution are among the issues
that guide decisions about the proper project vehicle [13].
(e ownership structure of a project is determined in two
steps: conceptual and technical [6].

2.3. Conceptual Stage. At the conceptual stage, the power of
public or private entities in attracting low cost funds and
taking risks should be considered:

(i) Complete state ownership can prepare funds state
(Figure 2)
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(ii) Complete private ownership cannot be easily for-
mulated in the case of infrastructure

(iii) Partnership of public and private sector entities is
becoming extremely strong

2.4. Technical Stage. At this stage, the ownership structure is
determined on the basis of the sponsors’ tax, accounting, and
risk-sharing objectives. (ese arrangements should be de-
vised to the following:

(i) Optimizing the tax position of the sponsors

(ii) Achieving the risk-sharing objectives
(iii) Maximizing the level of nonrecourse financing at

lowest cost
(iv) Providing protection for individual sponsors

against default by other sponsors

2.5. Sources of Finance. For most infrastructure projects,
sponsors start their investigation of equity and debt fi-
nancing by considering the entire menu of options. Nev-
ertheless, identification of sources appropriate to the project
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requires a systematic procedure, as explained in the fol-
lowing. Consider a flexible ownership structure, while a
flexible ownership structure is normally assumed. (en,
assessing the way government will support the project; even
a declaration of national interest may help. Finally, evaluate
the ability to access the multilaterals and bilateral agencies. If
the multilaterals do indicate interest, project sponsors
should consider an ownership structure that accommodates
their requirements. In addition, approach bilateral agencies
of other countries that contain well-known suppliers of
goods and services needed for the project. Some bilateral
provides investment financing in return for a commitment
that the output of certain projects will be imported into their
countries. Ask equipment suppliers to contribute as finan-
cier or shareholder. Large equipment supply companies,
including trading houses, may contribute funds from their
own resources. More importantly, they have substantial
influence with export credit agencies of their own countries
and can mobilize loans or guarantees from them. IFC or
regional development banks canmobilize commercial funds.
Institutions such as the IFC and the regional multilaterals
have experience in quickly assessing the applicability and
viability of various arrangements. Reviewing the availability
of specialized funds: if available, these funds can facilitate
access to both equity and debt financing. Surveying domestic
investors and lenders: domestic investment and debt funds
have become an important source of finance.

2.6. Legislative and Regulatory. Besides predictable political
stability, financing a project requires the establishment of a
legal framework required for ongoing business operation.
Laws that should be reviewed by project financiers include
the following:

(i) Issuance of licenses, permits, and franchises
(ii) Price regulation and controls: general business

regulation
(iii) Intervention and control over businesses, in which

there are foreign investors
(iv) Restriction of dividend payment to owners
(v) Rights, duties, and powers of off-take purchasers
(vi) Rights related to easements and other real property

interests
(vii) Labor laws and regulations
(viii) Environmental and safety laws and regulations
(ix) Contract enforcement and repudiation
(x) Dispute resolution
(xi) Real property rights; and tax obligations

2.7. Preparing the Security Package. (e security package
includes some standard documents (e.g., permits and
licenses) and various guarantees or agreements aimed at (1)
managing and mitigating risk, (2) enabling the pledge of
sponsors’ assets, and (3) perfecting and enforcing the se-
curity interest (Clews, 2016). Contents of the security
package will be modified continuously through the

preparation process, because they are affected by the
ownership and financing structures [20]. In particular, an
increased government role in the project may reduce the
need for arranging insurance and guarantees against po-
litical risk but may also increase the need for guarantees
against commercial risks [21]. Although mitigation of all
risks will have to be considered, the issue of political risk
should be addressed at the outset [22]. Most investors and
financiers do not take a proposal seriously until they receive
some comfort that political risks are manageable. Among
various commercial risks, handling the market risk and
securing the corresponding guarantee instrument, such as a
take-or-pay contract, are the most challenging [20].

2.8. Financing Techniques. (e financing techniques are the
methods and mechanisms that provide a basis for attracting
funds, determining payments mechanisms, and defining the
obligations and conditions of governing the financing [13].
In corporate financing, borrowing is carried out by the
company as a whole, rather than by an entity created spe-
cifically to hold ownership of the new project [23]. In
practice, however, most projects have limited-recourse fi-
nancing (structured finance), for which sponsors commit to
providing contingent financial support. (e main limitation
of financial resources can be categorized as follows:

(i) Time
(ii) Amount
(iii) Occurrence

2.9. Project Capital Structure. As the companies grew, the
owners delegated the management of the company to the
managers, and as the owners’ direct control over the
company diminished, control of other groups that make up
the board of directors and managers was transferred, and
new ownership was transferred frommanagement to general
representation [24]. Representation issues also separate from
ownership control under the representation theory as-
sumption that there is a potential conflict between share-
holders ’interests and management, and that managers seek
to obtain their interests from the company’s shareholders,
which may be guaranteed by shareholders’ interests as
shown in Figure 3 [25].

(ere is a need for financial resources to start any
project. (ese funds can be secured through loans or
partnerships with others or borrowed. A special combi-
nation of the two, including the company’s long-term and
short-term debt, ordinary equity, and preferred equity, is
called capital structure. Simply put, a company’s capital
structure is the ratio of debt and equity that are the sources
of a company’s capital and are used to use the company’s
operations and assets. So, to optimize a company’s capital
structure, do companies decide whether they need to in-
crease debt or equity? According to this decision, in order
to increase the debt, they will take loans or issue partici-
pation bonds, and in order to increase the shareholders’
equity, they will increase the capital from the cash income.
(e main problem for corporate finance managers is
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deciding how much money to borrow and what is the best
combination of debt and equity. Financial managers also
need to find the cheapest financial resources for the
company. (e capital structure is also known as the fi-
nancial structure (Figure 4).

2.10.ProjectFinance. In recent years, financing or financing
(especially project financing) has become an important
method and model of attracting monetary resources and
investment for the economic activities of domestic com-
mercial institutions (such as ministries and government
companies) and international [8]. Due to the role of
production and development projects or infrastructure in
promoting the economic growth of a country and the need
to achieve the planned goals, the need for financial and
credit resources is becoming more and more intense, so
that today’s world is witnessing intensifying competition
[20]. (e issue of providing financial and credit resources
for the implementation of various industrial projects, es-
pecially large oil and gas industries in the upstream, in-
termediate, and downstream sectors, is a key issue in
achieving the planned goals and is clearly clear. (e first
step in providing the mentioned resources is to know and
be aware of the common techniques and methods in the
international arena in the field of related issues [26].

Historically, project finance included bank loans, but in
the current development, this perception is evolving and
includes the growing proportion of project debt (including
bonds/bonds, etc.). Based on the above, it can be concluded
that project financing is a method of financing that does not
depend on the credibility, competence, and capability of the
guarantor or guarantors of the project, the parties proposing
a work plan to launch the project; even its approval does not
depend on the value of the assets that the guarantor or
guarantors of the project wish to pledge to the capital
suppliers. Instead, it is essentially a function of the project’s
ability to repay or repay contractual debt and recoup the
investment made at a rate commensurate with the degree of

risks or inherent risks involved in the economic activity
(Figure 5).

According to this method, organized sourcing of an
enterprise with an economy (an intermediary company or a
project company) is established by the guarantor or guar-
antors using their share in the provision of resources or basic
debt to finance the project and loans. After reviewing the
cash flow of the project as themain source of loan repayment
and accepting its assets as collateral, the lender will provide
resources for the project. In the project financing method, an
attempt is made to define the project as an independent
subject and perhaps even as a business unit or an enterprise.
In other words, in this method, the project is defined in such
a way that it is possible to provide the necessary resources for
its implementation, relying on the cash flow from the sale of
future products. (erefore, in this method, attracting these
resources to finance a new project must be done through the
establishment of an intermediary company in a restricted
manner.

2.11. Corporate Financing Model. In stock-based crowd-
funding, investors share the ownership of a project by
investing in and cofinancing it, and in the event of special
events such as the initial public offering or sale of the
property, they can become shareholders in the business.
Stock-based crowdfunding is a good choice for high-growth
businesses and is suitable for entrepreneurs who are thinking
of developing their own small business with the goal of
developing more products. Stock-based crowdfunding is
done on a financing platform and on the Internet. Startup
owners provide investors with a business description and
details of their business (including their financial statements
and business history), and by evaluating the startup infor-
mation, they evaluate its growth potential and ultimately use
the luck of the idea. Review the information provided for
customer market acceptance. Stock-based crowdfunding is a
process in which investors participate in the development of
a growing business, whose shares have not been released to
the market. In the next stage, during a period of 4 to 6 years
and in case of special events and the success of the startup,
the shareholders’ capital will be converted into shares and
will be liquid.

In this case, the shareholders become part of the com-
pany according to the rules and conditions. Otherwise, if the
startup fails, investors will lose their capital and lose. As a
result, investors are required to be aware of the risk before
investing in startups and to invest in all circumstances. In
reward-based crowdfunding, investors invest their capital in
the startup and use its services and products for a fee. In-
vestors’ income in this method includes the startup’s own
products and will be differentiated according to the amount
paid. (is type of crowdfunding is known as the nonequity
investment method and is often used in campaigns to raise
the capital needed to develop software products. (e
noteworthy point in this model is that people do not receive
a profit in return for paying their money and capital to the
startup (Figure 6).
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2.12. Model, Results, and Discussion. (e issue of financing
the required projects is one of themain topics of the projects.
Meanwhile, the issue of attracting foreign financial resources
is a significant solution for financing high-volume projects.
In a country like Iran, which needs infrastructure, attracting
foreign funding is essential. What helps countries to attract
foreign resources is the existence of stability and security in
the economic, political, legal, and regulatory contexts and
the factors and areas of interest for each industry and
country to attract foreign resources. Financing can generally
be in the form of borrowing from foreign banks or inter-
national financial institutions or in the form of foreign
investment. In the following, different methods of external
financing are examined. In borrowing methods, the investee
receives a loan from the lender country or institution and is
obliged to pay the installments at the due dates. In this type
of method, the lender country or institution does not accept

any risk, and all risks are borne by the borrower; the bor-
rowing methods, which can be called loans, are mainly
accompanied by a guarantee of repayment. (e character-
istic feature of these methods is that the repayment of fi-
nancial resources is guaranteed by the government or
commercial banks. In other words, the risk of return on
investment is not borne by the investor or the supplier of
financial resources, and the recipient of the financial re-
sources through the guarantor, which is the government or
the commercial bank, guarantees the obligation to repay the
resources at maturity or the obligation to compensate the
supplier providing funding. All foreign guaranteed loans,
credit and financing facilities, etc., which are created by
international banks, non-bank monetary and financial or-
ganizations, the World Bank, development banks and re-
gions such as Islamic development, other financial
institutions, and even governments, fall into this category.
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equity mix 
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Stable funding
platform over the

cycle

Debt capital structure
composition Maximise flexibility

Figure 4: -Capital structuring.
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(e financial resources subject to this classification are
considered as government debt, as well as the banking
system, because of the guarantee on the balance of payments
of the country (Delmon, 2011).

From the inception of the development process,
sponsors will be reminded continually to assess the
availability and constitution of the likely sources of project
capital. A common goal of sponsors is to minimize and
delay the funding of the highest cost of capital, the
sponsors’ equity, and to leverage the project with the
cheapest source of external financing, which, depending on
market conditions and the project, is likely to be long-tenor
senior debt from the commercial bank market, eligible
financing from public sector funding institutions, or the
capital markets [17]. (e financing method is a short-term
method of transferring capital to the country, because after
the loan is repaid, the principal of the capital must be
returned with the interest; therefore, the most important
condition in receiving a foreign currency loan is to allocate
it to projects that are economically justified and have a
reasonable rate of return on investment [28]. In general,
two methods, including autonomous and nonautonomous
financing, are used to finance projects. In the self-gov-
erning method, the credit receiving company must be able
to export the goods to repay the facility installments in
foreign currency as shown in Figure 7 [29].

Engel and Fischer’s [30] research about investment
terms means agreeing to pay the price of technology and
equipment received in return for a long-term offer. (ey
supply or guarantee the sale of their country’s products,
and it is considered to be the worst type of borrowing,
especially for large-scale borrowing. Because the repay-
ment period of this type of borrowing is very short, and
usually even if they become productive capital, there is not
enough opportunity for the production cycle of the same
capital to circulate, and therefore, the committed country
is obliged to use other financial resources to repay the
loan. (is puts severe pressure on the borrower’s financial
resources in the short term. In non-loan methods, the
return of principal and interest is not guaranteed by the
banking system or the government, and the risk of return
of capital and resources is borne by the investor. Non-loan
methods are the same as investment methods. In the
investment method, the financier (investor), by accepting
the risk of using financial resources in the activity or
project, expects a return on the principal and profit of the
invested resources from the economic performance of the
project. Financing from any source and in any way causes
the company to be indebted to members outside it. Of
course, it is necessary to pay attention to the fact that
being in debt to a suitable ratio of the company’s capital is
usually an advantage for that company (Christopher,
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2013). While alternatives to traditional debt finance are
particularly important for startups, high growth, and
innovative SMEs, the development of alternative fi-
nancing techniques may be relevant to the broader
population of SMEs and microenterprises.

In order for this rate of return to be reasonable and not
become too high, the owner of the capital must be sure that
the minimum desired profit will be met. (is level of
confidence is known as risk. (e lower the company’s risk,
the lower the expected rate of return of the lender or
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investor. At best, this rate is 2 to 3 percent higher than
government bonds at the time. Of course, hedge funds and
venture capital also lend at lower rates. Venture capital
funds, for example, support the entrepreneur by granting
scheduled capital to him or her and do not claim losses or
expenses incurred up to that point if the plan fails. For-
tunately, in our country, these funds are in the early stages
of their activities. (e list of support funds and various
sources of financing is available in the database, and their
scope of work is also introduced (Figure 8). In the course of
this earlier study, it was revealed that a lack of awareness
and understanding on the part of SMEs, financial insti-
tutions, and governments of these alternative instruments,
their modalities, and operations constitute a major barrier
to their use.

3. Conclusion

One of the most basic needs of developing countries is
economic infrastructure, which is the bedrock of growth and
development in other sectors of the economy, as well as the
lack of proper response to the need for financing in this
sector, and economic development faces major problems
and challenges. Developing countries have difficulty fi-
nancing their infrastructure projects, and designing optimal
solutions for financing such projects is a basic need of these
countries. (ese types of projects have two main charac-
teristics that should be considered in the financing method.
(e first characteristic is long term, and the second char-
acteristic is the huge cost of implementing these projects.
Debt-based financing and property-based financing: gov-
ernments in developing countries have so far preferred to
finance debt through the first debt-based method, unaware
that this type of financing and the choice of this method will
cause many problems for the economy. Sukuk is an Istisna of
Islamic securities that can be used in this type of financing,
and with the ability to combine with other contracts, in-
cluding rent and partnership, it will provide optimal fi-
nancing for this type of projects. Paying attention to
macroeconomic considerations in designing financing
models has been neglected, despite its great impact in all
areas. Attention to issues related to financial crises and
economic stability, creating leverage in the economy, gov-
ernment budget deficit, inflation, and risk distribution
among economic factors are among the issues that are af-
fected by structures and financing models, so in this article,
these considerations of the various models presented are also
examined, and we will show that, by matching the financial
flows of government projects with the real economy, es-
pecially in the field of infrastructure, macroeconomic
damage can be avoided. What is being debated in the world
today is the extent of the powers and responsibilities and the
level of involvement of each public and private sector in
projects, while in developing countries, such as Iran, public-
private partnerships are still relatively unknown or at least
relatively unknown. It is underused. Although Iran is fa-
miliar with such a pattern in the field of energy, organi-
zations such as municipalities need to enter into these issues
due to the severe lack of financial resources and poor

management in the implementation of large infrastructure
projects. Public-private partnerships in the infrastructure
development are relatively new experiences in many de-
veloping countries. Although governments have taken
various steps to promote public-private partnerships, the
lack of capacity in countries is still a major obstacle to such
projects. (e development of guidelines and information
resources in this field is one of the effective measures to build
capacity and eliminate possible ambiguities and misun-
derstandings about public-private partnership.
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