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The urbanization and motor
ization which fueled China’s
economic growth since the

mid-1980s brought unprecedented
demand for land, road space, and
other urban infrastructure and ser-
vices. As China’s cities were being
positioned as the new engines of
growth, transport development be-
tween and within urban areas received
high national priority. Government
resources at state, provincial, and lo-
cal levels focused on increasing infra-
structure capacity and on expressways
in particular, while industrial policy
nurtured the nascent automotive in-
dustry. Some early policy and invest-
ment support was directed at public
transport; however, these efforts were
not deep enough to address structural
weaknesses in management and op-
erations. Thus, transit development
lagged behind the growing demand
for, and supply of, private modes of
transport as China’s economy
boomed. As a result, traditional pub-
lic transport services—mainly large
buses—suffered significant ridership
losses in the late 1980s and early
1990s.

This article surveys China’s pub-
lic transport experience over the past
decade and a half, as China’s environ-
mental, energy, and economic devel-
opment objectives have come into
sharper focus. While the earlier in-
dustrial policy commitment to the
“household car” has not been aban-
doned, there is growing recognition
in cities that, even if private vehicle
ownership is encouraged, this must
be accompanied by prudent policies
curtailing auto use. Moreover, the
need to develop suitable alternatives
to private auto travel motivates re-

newed interest in raising the effi-
ciency, quality, and quantity of pub-
lic transport services in urban areas.

POLICY EVOLUTION

In the mid-1980s, the govern-
ment of China established a policy
that public transport should be the
dominant mode of urban passenger
transport in urban areas.1  The policy
emphasized development of public
transport systems and containment of
the growth of privately-owned ve-
hicles. For large cities, this included
support for the gradual development
of rail transit. The need for continu-
ation of such a policy is reflected in
the words of one Chinese scholar:
“Rapid rail transit with large capaci-
ties (including metro) must be put
into our agenda for development and
constructed with careful planning to
meet the needs of large traffic flows.”2

Due to the large capital invest-
ment and foreign exchange required,
however, authorities at the State Plan-
ning Commission responsible for
macro-economic investment were
cautious about approving rail transit
projects in all but the largest cities.
Today, metros only operate in four
cities: Beijing (43.5 km), Tianjin (7.4
km), Shanghai (16.1 km), and most
recently in Guangzhou where the
18.5 kilometer Line 1 was open for
full service in 1999. Light rail or
trams built pre-liberalization (e.g.,
before economic reforms were initi-
ated in 1978) operate in Changchun,
Dalian, and Anshan. For most cities,
however, regular gasoline and diesel-
engine buses and mini-buses and elec-
tric trolley-buses remain the domi-

nant form of public transport in
China.

Among its top priorities, the
Chinese government investment in
the transport sector was heavily tar-
geted toward development of the
nation’s trunk highway system and
other transport infrastructure. In ur-
ban areas, construction programs
supported Master Plans which typi-
cally called for development of
Beijing-style urban “ring roads.”  Pub-
lic transit programs provided invest-
ment in vehicles to open new routes.
For example, from 1985 to 1995,
standard bus equivalent operating
units nearly doubled and total route
length increased eighty-nine percent.
However, due to a variety of factors,
this investment was met with disap-
pointing results, as public transport
ridership grew by only nine percent
over the same period.3

As Figure 1 shows (next page),
though route length and vehicles in-
creased and vehicle load factors de-
creased slightly (implying service im-
provements), passenger density fell
between 1985-1995 in China, in part
reflecting broader service coverage but
also anemic ridership growth.4  Mean-
while, the growth of premium modes
such as taxis and mini-buses exploded
and traditional bus transit mode share
steadily lost ground, with absolute
ridership losses occurring in some cit-
ies.

TRENDS AFFECTING PUBLIC

TRANSPORT

Several factors contributed to the
gradual decline of China’s traditional,
state-owned public transport compa-
nies starting around the mid-1980s.
Primary among them was the rising
demand for private passenger trans-
port and premium public transport
modes, made possible by rapid eco-
nomic growth and wealth creation
following economic liberalization. By
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the end of “the Eighth- Five Year Plan”
(1991-1995), China’s minibus and
taxi industries had grown from insig-
nificant numbers to fleets of approxi-
mately 100,000 minibuses and
585,000 taxis.5  During this time,
central government authorities were
also eager to develop the domestic au-
tomotive industry as a means to ex-
ploit the forward and backward eco-
nomic linkages of motorization. In
1994, the central government pro-
mulgated industrial policy establish-
ing the automotive industry as a “pil-
lar industry.”  Moreover, officials at
the State Planning Commission be-
gan to promote the notion of the
“household car.”6

Although China is in the early
stages of motorization (see Figure 2),
the growth of motor vehicle owner-
ship and use has the potential to cre-
ate massive problems in urban areas.7

Nation wide, passenger vehicle
growth rates averaged eighteen per-
cent per annum between 1985-1995.
By 1995, motor vehicle ownership
had reached ten vehicles per 1000
population, every two of which was
a passenger car. The national average
of two vehicles per thousand belies
the high concentration of car owner-
ship in urban areas. Of the 600 or so
cities in China, thirty-four cities ac-
count for fifty percent of the national
ownership of motor vehicles.8

Prior to motorization, buses car-
ried about a third of all trips in most
cities, with bicycles and walking com-
prising the balance. With more ve-
hicles on the road, poor traffic man-
agement, and little protection from
congestion in the form of priority
treatments, bus speeds fell. Inad-
equate service coverage, low route ef-
ficiency, vehicle breakdowns, and
poor passenger facilities worsened
service levels and added to travel
times. As a result, traditional bus ser-
vices became very unattractive. For
cities with a population of one mil-

Figure 2. Motorization In Asia (1960-1990)

Figure 1. China Public Transport Trends
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lion or greater, it is estimated that
public transport journey times aver-
aged almost twice (fifty minutes) the
average for all other modes (twenty
to thirty  minutes) in 1995.9

Unsurprisingly, bus riders left for
other modes. Those able to afford and
willing to pay for premium modes
chose motorcycles, minibuses, and
taxis; while others shifted back to bi-
cycles—especially lower-income pas-
sengers—as bicycles began to offer

competitive door-to-door journey
times compared with old, slow buses,
which required too many transfers,
long waits, and inconvenient stop
locations.

Thus, despite stated government
policy support for public transport
backed by some investment in ve-
hicles and services, the effectiveness
of increased capacity in public trans-
port was eroded by a decrease in pub-
lic transport efficiency and quality of
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Shanghai Shangahi Shijiazhuang Shijiazhuang
Year 1986 1995 1986 1998

Non-motorized 73% 78% 92% 88%
Walk 41% 33% 34% 34%
Bicycle 31% 45% 58% 54%

Motorized 27% 22% 8% 13%
Auto/Motorcycles 3% 7% 2% 5%
Taxi 2%
Company Car 1% 2%
Transit 24% 15% 5% 3%
Other 2%

Total 100% 100% 100% 101%

services, relative to other modes. Table
3 shows the mode shifts over time for
Shanghai (urban population 12 mil-
lion) and Shijiazhaung, the capital
city of Hebei Province (urban popu-
lation 1.5 million) over this period.10

Note that transit appears to lose mode
share to bicycles and autos in Shang-
hai, and to other motorized modes
in Shijiazhuang.

Ridership loss created a revenue
crisis for many public transport op-
erators who were already experienc-
ing cost shocks as price controls for
certain inputs were lifted with the
transition to a market economy. Con-
strained by employment policies pro-
tecting labor, management tended to
look to lower fuel quality or deferred
maintenance for cost savings. These
measures, at times instituted in com-
bination with fare increases, caused
many transit enterprises to enter the
classic “vicious cycle” whereby loss of
ridership and revenue fed on them-
selves, leading to the steady decline
of public transport.

PUBLIC TRANSPORT

ENTERPRISE REFORM

During the early 1990s, China
was tackling hyperinflation in the

economy and managed to achieve a
“soft-landing” following the imposi-
tion of economic austerity measures.
These measures included restriction
of government investment only to
those projects warranting the highest
priority. As a result, in late 1995,
China’s State Council issued orders
to shut down subway and light rail
projects in Qingdao, Nanjing,
Shenyang, and Tianjin, as well as put
on hold the applications from seven-
teen other cities.11

Policy attention in the public
transport sector therefore concen-
trated on reform of public transport
enterprises. This policy shift was con-
sistent with general state-owned en-
terprise (SOE) reform, but was
mainly instituted as a matter of fiscal
and transport policy. China’s munici-
pal coffers were hemorrhaging from
the provision of large and growing
operating subsidies to transit. By
1994, operating losses in urban pub-
lic transport totaled Y1.0 billion (1
Yuan = U.S. $8.50 in 1994) and to-
tal government assistance to public
transport reached Y2.9 billion nation-
ally.12

As with reform of SOEs in other
sectors, corporatization emerged as a
major strategy to commercialize bus
operations, manage subsidy relation-

ships with government, and attract
private investment. In parallel, under
the principle of “comprehensive plan-
ning, unified management, and co-
ordinated development” (zonghe
jihua, tongyi guanli, xietiao fazhan),
fair and reasonable competition was
declared beneficial to the develop-
ment of public transport. As a result,
supply of municipal transport services
was liberalized to expose bus compa-
nies to competition from other
modes, primarily mini-buses and
taxis.13  However, lack of experience
with economic regulation would
hamper realization of a “level play-
ing field” within public transport and
among urban transport modes in gen-
eral.

Various reform models exist in
China, ranging from less to more ag-
gressive deregulation of the public
transport sector.14  The most common
arrangement is the “three-tiered con-
tract responsibility system,” (sanji
zeren xitong) which sets performance
targets for each layer of the organiza-
tion (company, sub-company, and
vehicle team). In Shanghai, there has
been deregulation of the municipal
bus company with the result that op-
erating companies are much more
independent and actually compete for
operating concessions as they come

Figure 3. Transit Mode Share Loss in Shanghai and Shijiazhuang
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up for tender. In addition, in Shang-
hai and Guangzhou, the public trans-
port companies exhibit diversified
ownership arrangements. For ex-
ample, in Shanghai the Pudong Bus
Company—one of the thirteen new
companies established after deregu-
lation—is a joint-stock company. Five
joint-venture companies have been
operating in Guangzhou since 1994.

Municipalities are also engaging
various forms of concessioning in an
effort to manage subsidies and expand
services with minimum public fi-
nance. Examples include “joint-op-
erations” arrangements, as found in
Shijiazhuang (Hebei Province) in
which the municipal public transport
company (PTC) contracts with
former staff to lease and operate its
vehicles on a three-year net-cost ba-
sis. Also, in Shenyang (Liaoning Prov-
ince), the PTC contracts with owner-
operators and transport enterprises
for public transport services to
supplement its own services. In the
Liaoning cities of Anshan and
Fushun, these strategies are employed
in combination with negotiated con-
cessions for scheduled, route-based
premium bus services involving pri-
vate Hong Kong-based operators.
Route-based concessions are also be-
ing implemented in Beijing and
Shenzhen. Finally, as mentioned
above, Shanghai has been the most
aggressive in terms of deregulating the
public transport industry and estab-
lishing competitive tender of operat-
ing rights for new routes and services.

These reforms are already yield-
ing benefits to municipalities in terms
of reducing public operating subsi-
dies and to public transport users in
the form of more and better public
transport choices. The promise of re-
form is the redirection of public in-
vestment to public transport infra-
structure such as passenger terminals,
bus priority measures, and fixed rail
transit, with the goal of increasing the

number of attractive choices for us-
ers. The private sector can participate
in this arena as well, and not only in
the fixed-rail market. For example,

Beijing Public Transport Company is
actively studying joint development
of bus terminals in the city center area
with the private sector.

A NEW ERA FOR PUBLIC TRANSPORT

China has twenty cities with a
population exceeding five million,
creating a huge demand for efficient
transport networks. In recognition of
the need to manage this demand well,
many medium-sized and large cities
are leading in the adoption and
implementation of urban transport
policies favoring public transport.
Examples include the auction of mo-
torcycle and car licenses in Shanghai,
minibus controls in Beijing and
Shenzhen, and the establishment of
bus priority measures in Kunming,
Shenyang, and Beijing.

National policy emphasizing sus-
tainable development is also causing
public transport to be viewed not only
as an important strategy for efficient
urban transport but also for environ-
mental protection. Broader efforts to
target mobile-source air pollution in
China include: the removal of lead
from fuel; conversion to cleaner fuels
(pilots are on-going in ten cities);
and—though not directly passed to
meet environmental objectives—a
recent amendment to the national
Highway Law authorizing the levy of
a motor fuel tax which could facili-

tate various policy-based user charges.
It remains to be seen how this tax is
to be implemented, especially in ur-
ban areas.15  Bus transit is at the fore-

front of current pilots in natural gas,
as companies experiment with dual-
mode and natural gas (CNG)-pow-
ered engines. Electric-powered trol-
ley buses are already in operation, and
central government agencies, such as
the State Science and Technology
Commission, are sponsoring research
and development of electric fuel-cell
powered vehicles.16

Very recently, China lifted the
moratorium on rail projects and be-
gan approving more subway projects
to support urban infrastructure con-
struction. In March 1999, China’s
State Council approved the first phase
of the Shenzhen metro project and
revived the Nanjing light rail project
begun earlier. Approvals for work to
begin on subway systems in
Chongqing, and to resume studies in
Qingdao and Shenyang quickly fol-
lowed. Several other cities have al-
ready submitted applications to the
State Development Planning Com-
mission for new rail lines. The length
of the proposed subway lines totals
430 kilometers, with investment es-
timated at 140 billion yuan (U.S.
$16.8 billion).17  However, prerequi-
sites for approval—including demon-
stration of adequate financing—will
likely temper the pace of additional
new projects going forward in the
near future.

Despite these new and encour-
aging developments, China faces a
number of challenges if public trans-

Although China is in the early stages of
motorization, the growth of motor vehicle

ownership and use has the potential to create
massive problems in urban areas.
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port, and mass transit in particular,
is to play a significant role in cities
on a sustainable basis. Chief among
these is the fragmented nature of
policy and institutional capacity in
the urban transport sector. Respon-
sibility for policymaking, planning,
and finance of urban transport (and
especially public transport) is highly
decentralized to the cities, where in-
stitutions mirror the stove-pipe struc-
ture found in central government.
Within most cities in China there are
several agencies with an interest in
urban transport planning and opera-
tion. The most significant agency is
the urban construction commission
that is responsible for construction
and maintenance of transportation
infrastructure. Organized beneath

this commission are usually found the
public utilities commission—respon-
sible for public transport provision
and regulation—and the transport
department—responsible for motor
vehicle licensing, including long-dis-
tance buses. Municipal planning bu-
reaus are responsible for Master Plans;
the public security department work
encompasses traffic management and
enforcement, and the environment
bureau regulates and monitors vehicle
emission controls. Lastly, regulating
user charges such as bus and taxi fares
falls under the jurisdiction of the
municipal price bureaus.

This fragmentation of authority
limits the ability of local governments
to effectively promote a high degree
of coordination among policies, plan-

ning, finance, and traffic manage-
ment activities. For example, at the
operational level, implementation of
bus priority measures on a wide-scale
requires better technical coordination
among public transport operators,
city engineering design units, and
traffic police. Also, while institutional
mechanisms for the coordination of
urban land use and transportation
development exist through the “mas-
ter planning” process, the relationship
between these two systems is not well
understood. Consequently, while cit-
ies are improving their ability to do
route and service planning, coverage
is not keeping pace with city devel-
opment. This reflects several factors
having to do with the need to coor-
dinate better land-use and transpor-
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tation planning, (de)-regulation of
peri-urban transport services, and
relative inexperience with complex
user charge and cross-subsidy ar-
rangements that can be critical to fi-
nancing arrangements for new infra-
structure and services.

Indeed, financing is perhaps the
most difficult aspect of public trans-
port development for city officials.
Although rail transit is popular and
becoming a reality in some larger cit-
ies, bus transit will remain the main-
stay of the public transport system for
most Chinese cities. In both cases, if
the public transport system is not well
managed and structured, capital and
ongoing costs can potentially bleed a
city of resources. Viable fares and an
appropriate regulatory framework for
private participation are essential to
the provision of sustainable finance
for the sector. Fortunately, the decen-
tralized nature of urban management
is breeding innovation—especially
among the more affluent and sophis-
ticated coastal cities as mentioned
above—which is being modeled in
other cities. Through these incremen-
tal initiatives, it can be observed that
public transport reform is liberaliz-
ing the provision of transit services
across China, albeit slowly. These ef-
forts, together with the promotion of
increased competition and the capac-
ity to regulate it, are the challenges of
the coming era.

CONCLUSION

It will take time for China to
navigate the all-too-common pitfalls
of motorization and urban develop-
ment. Facing a number of strategic
choices, China is confronting dilem-
mas that have plagued many coun-
tries before it, though with the added
complexities of its huge population
and the transition to a market
economy. Yet, as reforms take hold

and efficient urban transport increas-
ingly is increasingly recognized as
critical to sustaining the productiv-
ity and quality of life in urban areas,
support for public transport is grow-
ing. Advances in enterprise reform,
decentralization, and finance suggest
that China’s public transport sector
is on the precipice of a new era.

Tilly Chang is a Transport Operations
Officer with the World Bank, East Asia
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