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EXECUTIVE SUMMARY

The $586 billion Chinese stimulus package has brought forth the great leap forward of inter-urban high-speed rail and intra-urban metro. By smartly playing the “market in exchange for technology” game, China gained global competitive advantage in some critical rail transportation related industries in just a few years. 
The transportation boom also invoked concerns and debates on the financial sustainability of Ministry of Rail and Municipalities, and on the social and environment impact. Fundamentally, these concerns are questions to the limitation, efficiency and rules of government in governing urban common good. A valuable opportunity is thereby to improve governance to keep up with the modernizing society, and this demand for change is also imperative. This policy paper is provided to relevant decision-markers to realize the normative reform. 
Five problems are identified that impede optimally capturing the capital and social potential value introduced by transportation development: 1) Absent national level integrated planning; 2) extensive characterized urban development governance; 3) unclear policy tools for mayor; 4) conflicts punctuated external change and incremental internal capacity building; 5) the public has been excluded from the urban development

Accordingly, a set of policy tools are proposed as solution:1)“Integrated National Development Strategy” (INDS), a cross-sectoral integrated national plan; 2) Urban Development Planning Guideline” (UDPG) to standardize urban planning; 3)“Integrated Urban Development Strategy” (IUDS), a micro version of UDPG encompassing the Transit Oriented Design (TOD) Principle; 4) "Comprehensive Urban Transit Plan” (CUTP) for strategically planning transit network for future; 5) "Social Transit Programme”(STP) to make common goods accessible for all.

I PROBLEM

China is making the largest metro and high-speed rail construction scene in the worlds’ transportation history, which will soon prove to dramatically reshape its urban network and urban structure. This breakthrough infrastructure development urgently calls for an integral action plan to release its underlying opportunities and resolve rising financial challenges. This policy paper addresses the relevant policy makers in central and local government, and aims to provide such a policy package.
II BACKGROUND
At the end of 2010, He Huawu, the chief engineer of MOR (Chinese Ministry of Rail) concluded the current development of Chinese high-speed rail with five “-est”: “with the most full-fledged technology, the most synthesizing capacity, the longest high-speed rail track, the highest operation speed, and the largest-scale of on-going construction”. By the end of 2010, China has 5,149 km high-speed rail, with another 170,000 km under construction, more than the rest of the world combined. (Meng et Zhang, 2011) 

On the intra-urban rail side, currently, 36 urban rail transport lines are under construction or expansion in 15 cities: Beijing Changchun, Chengdu, Chongqing, Guangzhou, Hangzhou, Harbin, Nanjing, Shanghai, Shenyang, Shenzhen, Suzhou, Tianjin, Wuhan, and Xian. 

For many years, financial constrains has been the bottleneck for both central and local government’s effort in developing grid transportation. A statistic from 2005 shows China had the highest utilization of railway infrastructure: with only 6% of the world’s track supports around a quarter of the world’s rail traffic. The Ministry of Railway (MOR) accumulated rich experiences on the management of the railway network and the operation of trains with high operational discipline and efficiency (World Bank, 2007). Railways in China remain largely monolithic and centrally controlled. 
In 2004, the National People’s Congress approved the “Mid-and Long-Term Planning of National Rail Track”, which framed a high-speed passenger transport corridors along the “four vertical and four horizontal” railway passenger corridors with designed capacity of 200-300 km/h. It is planed that the dedicated passenger railway lines will cover 12,000 km by 2020 (MOA, 2004). The plan encourages both domestic and foreign private capital investment, with the central government’s regulatory role and responsibilities being defined within a market framework.  

The 2008 stimulus package released the financial bottleneck and brought forehead the development of grid transportation in China. Of the US$586 billion stimulus package to be spent over two years, more than a third of the stimulus was allocated to infrastructure sectors, including railways, roads and grids (State Council, 2008). 

High-speed rail service brought fundamental change to the perceived distance between Chinese conurbations. For example, the distance between central Chinese city Wuhan and north of Southern Chinese city Guangzhou is 1,068km, which used to be 10 hours by conventional route, now takes less than three by the 350km/h plus, high-speed train since December 2010. Before 2020, the government plans to use high-speed rail to connect 70 of China’s main cities, servicing more than 90 per cent of the population. 

For urban metro, the government takes a passive role until very recent. In recent years, under the decentralized arrangement, the municipal governments take primary responsibilities, both functional and fiscal, for urban infrastructure including urban transport. The responsibilities of the national government on intra-urban infrastructure provision are limited to the review and approval of urban master plans and large urban transport investment projects including urban metro, setting technical standards and policy guidance, promoting knowledge exchange, and facilitating capacity building. 
Only in the recent half a decade, increased concerns from the central government regarding equity, productivity, oil security and climate change boosted its increased recognition of the importance of developing sustainable intra-urban transport practices. 
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             Map 1 Chinese High-speed Rail (Source: Deloitte, 2011)
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       Map 2: Chinese Cities with metro built-up or under construction 

(Source: Deloitte, 2011)

Designed by National Council and approved by National People’s Congress every five years, Five Years Plans (FYP) has been the highest comprehensive national planning guidelines since its came into inception in 1953. 
In this March, the 12th Five Years Plan (12th FYP) that was approved which re-emphasized “to build national high-speed rail network, intra-conurbation multimode transportation network with seamless connection with intra-urban transportation network”. The 12 FYP also introduced the first ever national land development strategy, “National Planning for Main Functional Areas” which designed various regions’ dominating development targets into modernizing urbanization, prioritized urbanization, restricted urbanization, and prohibited urbanization. The “three vertical and horizontal intersected pattern” national land development strategy largely matches with the “three vertical and horizontal axel” high-speed rail corridors. However there is no integrated conceptual frame or synthesizing policy packages between land policy and transportation policy at a national level (State Council, 2011). 
Along with the dazzling-speed development of the inter-and intra- urban grid transportation, In recent year, public concerns rise over the following aspects of this issue, divided by conflicting opinions. 
1) Financial Sustainability: starting from the beginning of 2011, some liberal-inclined influential financial publications, like “Caijing” and “Hexun”, started public campaigns around the financial credibility of Ministry of Rail which has largely retained its whole responsibilities of policy making as well as railway operation from the planning economy era. Calculating the expanse that have invested in the infrastructure, current balance sheet of the MOA and the foreseeable revenue from ridership, they came to the conclusion that the financial pressure created by grid transportation development could jeopardize municipal and national financial security. 
2) Social Equity and Environmental Justice: other comparatively mild disagreeing voices concern the negative marginal effects to social equity and environmental justice.  It argues that high speed train is actually replacing the previous slower, cheaper trains that the hundreds millions of migrant workers used to use to travel across the continental scale country for jobs and urban life quality. Stories on noise pollutions created by the new rails to nearby human activity areas, like residency and universities in Chengdu, have been continuously running on some left-wing newspaper since last year. 
3) Industry Development: supporters of high-speed rail argue that the grid infrastructure expansion has helped rapidly advancing Chinese technological competitiveness. Only a few years before around early 2000s, leading global rail equipment manufactures, Japan’s Kawasaki Heavy Industries (KHI), Germany’s Siemens, France’s Alstom and Canada’s Bombardier all dreamed of winning a leading role in the world’s biggest market(Anderlini et Dickie, 2010), but soon found that China’s related manufacturing industries catches up with unbelievable speed. Today, they see a formidable competitor. 

In only a few years, China has built one of the most advanced railway industries in the world. And today, Chinese rail companies are bidding for high-speed projects in the US and Australia (Amos, Bullock and Sondhi, 2010).  the merger of China North Locomotive and Rolling Stock Corp (CNR) and China South Locomotive and Rolling Stock Corp (CSR) , which together controls over 90 per cent of the domestic Chinese rail equipment market today, has been discussed in central government since beginning of this year. If approved, the combined revenues of CNR and CSR of 2010 surpass any other enterprise in the industry globally (Anderlini, 2011).
4) Strategic Significance: it is also argued that high-speed rail has spatial strategic significance,  it facilitates integrating of domestic market, strengthened the connectivity of dispersed conurbations, as well as nurturing diplomatic ties with China’s neighbouring countries from both Shanghai Cooperation Organization (SCO) and Association of Southeast Asian countries (ASEAN). Kazakhstan, Thailand and Laos all have signed memorandums of cooperation with China to build high-speed links (He, 2011). 
III DISCUSSION

Asian Development Bank (ADB) and the World Bank have both filed report on different aspects of managing high-speed rail, to address the relevant Chinese government decision makers. 
The ADB report is collaborated with Chinese Ministry of Finance (MOF). It focused on the financial aspects for government to manage megaprojects, and identified several common characters of best practices (ADB, 2002) which are similar to the project management in public cooperates, like : 1) the asset management process is understood and supported by all relevant partners, key government leaders, policy-makers and agencies, users, financiers, taxpayers, the business community, and interest groups in the jurisdiction; 2) vertical intra-governmental responsibilities are explicated defined and understood by relevant parts; 3) open and timely monitored and reflection mechanism. 
The World Bank report provided its addressed listeners, decision-makers in the MOR, with comparative experience on high-speed rail development and operation (Amos, Bullock and Sondhi, 2010). Based on previous international experience, this report estimated a 10 years’ “ramp-up periods” between the completion of high-speed rail and realizing its targeted designed capacity in current Chinese context. It also summarised that practically no high-speed rail system has been able to recover its infrastructure investment solely by selling tickets, and instead its benefit should be calculated comprehensively including its resulted augmented land value and efficiency of agglomerated economy. 
Finally, the World Bank report proposed some operational recommendations, like: 1) Allowing fluctuating tickets associated with rate of seats occupancy to maximize the ridership; 2) Emphasize inter-mode connectivity design to attract ridership; 3) Adjusting operation speed to meet demands not maximum technical possibility. 
In the capitalist countries, in the core of transportation megaprojects planning is the concept of “value capture”, the designed measure to recover investment is often persuasively explicated, to attract private investment and retain public endorsement. While ratio of public endorsement doesn't consist any problem in Chinese context, the financial pressure remained to be addressed. 

Robert Cervero, a worldwide transit expert and American policy consultant, has recommended to Chinese cities where inter-urban rail are under planning or construction Hong Kong’s successful “rail + property” development model with TOD oriented design, to address the financial bottleneck and pressure (Cervero and Murakami, 2009). In the same article, Cervero also cited failed examples of Beijing Sihui metro station where the residency blocks near metro station is unconventionally lower than others further away from it, due to the absence of TOD design elements like mixed land use, pedestrian friends, seamless inter-mode-transition.

Thereby, complementary land policy and arrangements are recommended by both Cervero and World Bank as main measure to recover investment of transportation megaproject. However, So far, no institute has produced explicit plan to mobilize relevant players in the goal of optimally value capture that is necessary to solve financial pressure. The integrated land and transportation planning does not exist in China from micro- to macro- level. 
1) Absent national level strategic and integrated planning of land, transportation, human activity etc: China hasn’t yet designed a national spatial strategy that integrates the separated sectoral strategies under the shepherd of related ministries. 

2) Largely extensive characterized urban development governance: despite glamorous political rhetoric, for a long time, GDP has been the sole criterion, and the institutional void between the national and municipal levels, namely the inadequacies of incentives, planning, checks and balances, and financing mechanisms, through has been recognized, hasn’t been systematically addressed. (World Bank, 2006). 
3)  Unclear mayoral capacity and responsibility: It is mayor’s full responsibility to provide intra-urban Infrastructure, however the legitimate policy tools and procedures applicable for him are far from being clear. The role of Chinese mayors has been evolving in the recent decade in the context of rapid economic development and administration decentralization. 
As Liu Zhu, a World Bank Chinese governance expert put it, “urban infrastructure development in many municipalities is an enigma, a wild wide west…No one (note by author: individual mayor) knows for sure what legal framework and what central monitoring and supervision system should be in place before the innovations are invented and implemented. In other words, no one knows where are the legal limits on what a municipal government can do. The central policies sometimes conflict with each other” (Liu, undated). This ambiguity constrained the growth of local government’s to fulfil its designed responsibility.
4)  Conflicts between punctuated external change and incremental internal capacity building: Municipalities stationed with high-speed rail are subject to punctuated-changed external environment which often goes out of their estimation and prepare, presenting both opportunities and challenges. 
For example, following the Wuhan-Guangzhou high-speed rail put into use on December 2009, Shaoguang, a northern Guangdong city, with a stop on this line, has witness 530% more enterprises and 599.7% more investment fluxed into its territory in 2010, compared with 2009 (Huang and Zhang, 2010). Shaoguang was caught unprepared for this punctuated change, and considering that the high-speed rail station is located 2 kilometres outside of the Shaoguang city, urban sprawling would probably soon mushroom.  
5) Key stake holder, the public, has been excluded from the urban development and hence the long-term local development goals are not safely guarded: The local government’s power for designing and implementing the local planning is largely unsupervised and unchecked, because only the local master plan are mandated to be approved by higher authority and then passed to the supervision of the local People’s Congress, while detailed plans and sectoral plans are not. Not surprisingly, long-term interests are often comprised to meet the short-term needs or individual-decided priorities, especially in the current rapid development; thereby long-term local interest is not safely guarded. Meaningful public participation and monitoring is needed as an essential mechanism to protect the locality’s long-term interest. (World Bank, 2006). 

The public’s raising concerns on issues on financial, social, and environmental aspects of intra- and inter- urban rails are less technical or incident as it might have appeared.
They are fundamentally calling for normative reform towards improving governance: where is the boundary, what is the rules of government in providing common goods and manage society’s common resources? And how efficient is government in providing citizens public service? Urbanization doesn’t involve only technological advances and infrastructure provision, but also normative reforms and governance innovation. 

It the current situation that urbanization governance lagged behind urbanization itself is allowed to remain the status quo, the incapable governance will slow down the urbanization, discount its efficiency. Eventually, bigger conflicts will raise at certain point to kick-off the fundamental change of governance model. Therefore it is better the government positively introduce the desired governance reform and improvements incrementally, like it has successfully did on freeing up the planned economy decades before. 

IV POLICY RECOMMENDATION
This great leap forward of grid transportation provide valuable opportunities for government to innovate governance of transportation and land in an integrated approach in both central and local level, refine the vertical integration along the governance hierarchy, and enable public involvement. 
1) Central government should explicit the recently approved first national land development strategy, “National Planning for Main Functional Areas”, and integrate it with transportation strategy, socioeconomic strategy and natural resource management and conservation strategy, etc, to plan territory development in an holistic and integrated approach. 
2) Central governance should kick-off the shifting towards more intensive governance, by lead to institutionalize a standardized scientific-based local urban transport planning process, clarify mayoral legitimate tools, and work closer with local government in identifying and promoting best practice in Chinese context.  
3) Municipality government with high-speed rail stations and urban metro should urgently modify local “municipality strategic planning” to address the emerged opportunities and challenges.  
V IMPLEMENTATION

The action plans for implementing governance innovation is from macro- level down to micro- level, aiming at releasing the full potential of infrastructure development and achieving better governance suitable to the new situations. 

1) “Integrated National Development Strategy” (INDS)
National Development and Reform Committee (NDRC), China’s central planning organ., coordinate producing an integrated national development strategy which incorporates the current separated demography, socioeconomic, urbanization (where “mega region” and “urban clusters” are central concepts in the current sectoral planning), land (where “mainly functioning area” is the central concept in current sectoral planning), nature resource, transportation (where “transportation corridors” is the central concept in current sectoral planning) strategies. NDRC should also ensure this INDS go through public consultation before being approved by People’s Congress and become law. 
2) “Urban Development Planning Guideline” (UDPG) 
State Council, the chief administrative authority responsible for managing mayors as well as ministry heads, shepherds the designing and implementing “Urban development planning guideline” (UDPG) and submit it to People’s Congress for approval. UDPG standardized urban development planning procedures supported by explicit policy tools, standards, procedures, based on “participatory planning implementation principle” principle. 

3) “Integrated Urban Development Strategy” (IUDS)
Municipalities with recent grid development are mandatory by State Council to develop a local version of INDS, the “Integrated Urban Development Strategy” (IUDS) based on assessment to the locality. The transportation and land development part of IUDS must encompasses TOD designing principle that emphasizes creating convenient intermodal transition, minimum density requirement, mixed land use, pedestrian-friendly environment, etc, as measure to realise optimal land value, increase transit ridership, and improve urban life quality. 
4) “Comprehensive Urban Transit Plan” (CUTP)
Cities served by metro and high-speed rail connection will be the urban cores absorbing future urban population growth in its respective region, it is critical to build full-fledged comprehensive urban transit from right now. The developing of CUTP, must be based on IUDS, local characters, local financial capacities, and involves public participation.  
5) “Social Transit Programme”(STP)
Public transportation are common goals and should be utilized to deliver further social products. MOR and municpal metro company should coordinate with the MCA (Ministry of Civil Affairs, China) at their respective level to develop STP, providing discount or free tickets to families and individuals in need, like in the case of looking for employment, and find solutions to compensate neighbourhoods negatively affected by the pollution introduced by the rail. 
VI CONCLUSION
The leap forward of the inter- and intra- grid transportation development brought forth opportunities to China to develop leading technological competitiveness in relevant industries in just a few years, but also a valuable opportunity and imperative situation to introduce normative reform and innovation to achieve more intensive governance of growth and resources, to resolve the financial pressures and response to public concern. 

Chinese governors at central and local level should and couldn’t miss this chance to advance innovation on governance timely with an incremental and positive manner. 
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