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On the Investment and Financing Scheme for Attracting Private Capital to Invest in
Unlisted Enterprises with Government Seed Capital
YANG Zhaojun

Abstract: Micro, small and medium-sized enterprises (MSMEs) have a short lifespan, mainly because
of the difficulty in obtaining external equity capital that can extend the life of the enterprise. Ordinary
households in China have gathered a large amount of consumption surplus, but they cannot invest in non-
listed enterprises to become shareholders. This paper proposes an investment and financing scheme for the
government to guide the social capital investing in non-listed enterprises, which creates a strong government-
controlled wealth management company (FOF) on the basis of the existing government guidance fund. The
FOF purchases the shares of private equity funds (sub-funds), and then uses the share as the underlying
asset to issue securitized products to absorb social capital, so that the FOF can continue to purchase more
sub-funds’ shares, and the exited sub-funds can invest in more technology enterprises. These processes
are constantly circulating. The FOF leverages its control over the sub-funds, the advantages of sub-funds
managing enterprises, and the strong risk diversification function of asset securitization to guide a number of
ordinary families to invest in non-listed (technology) enterprises in the form of equity with a small amount
of government funds. The fund of funds in this article is similar to the well-known REITs (real estate
investment trusts), which allow ordinary families to invest in real estate industries that were previously
unaccessible, while the former allows ordinary families to invest in private equity beyond the limitations
of existing private-equity investors. We call the parent fund in this article Technical Enterprise Investment
Trusts (TEITs). With the support of a new generation of information technology, TEITs can effectively guide
the flow of social capital to the non-listed enterprises that can create the most wealth, alleviate the difficulty
of equity financing for MSMEs and the transfer of private equity fund shares, provide high-yield and low-
risk investment channels for ordinary families, effectively avoid the Matthew effect caused by the current
private equity system, and truly realize the dreamed situation of sharing risks and benefits for all people,
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which is essential for doing a good job in “financing for high-tech industries”, “inclusive finance” and “digital
finance” and achieving “common prosperity”. It is of great practical significance.
Keywords: common prosperity fund; technical enterprise investment trusts; financing for high-tech

industries; inclusive finance; asset securitization



