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ABSTRACT: Since 2008, some of China’s municipal governments have reversed
the privatization of market-led reform in the bus transport field. But this reversal is
not a return to the direct public monopoly delivery model of the past. Instead the new
structure is a hybrid of public control with business delivery. This mixed model attempts
to balance government, market and social groups. This mode is a contracting network
where government plays a lead role to organize the stakeholders to achieve common
goals. This paper uses the Shanghai municipality bus service as a case to illustrate
this new mode. It argues that the contract between government and operators and the
participation of social groups helps balance the control of the government. This mixed
network mode of management reduces information asymmetries and promotes shared
goals to ensure a higher quality, more responsive service. While not a mixed firm in
the sense found in Europe, this mixed public-public contacting network in China offers
insights into the core challenges mixed firms have emerged to address.
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Propriétaire public avec fourniture commerciale en Chine: Une étude de
cas de la compagnie de bus publics de Shanghai

Depuis 2008, quelques autorités municipales en Chine ont inversé la réforme de marché tendant
a la privatisation dans le secteur du transport par bus. Mais ce retournement n’est pas un retour
au modeéle du monopole public de fourniture du passé. Il s’agit d’une nouvelle structure hybride
de contréle public avec fourniture commerciale. Ce modéle mixte vise a équilibrer Etat, marché et
groupes socitaux. Ce systéme est un arrangement contractuel ou UEtat joue un réle de leader pour
amener les parties prenantes a atteindre des objectifs communs. Cet article se base sur le transport
municipal de bus @ Shanghai pour illustrer ce nouveau mode d’organisation. Il prouve que le contrat
entre Etat et opérateurs avec la participation de groupes sociaux contribue a équilibrer le controle
de U’Etat. Ce mode de gestion mixte en réseau réduit les asymétries d’information et favorise des
objectifs communs (partagés) pour garantir une qualité supérieure et un service répondant mieux
aux besoins. Quoique ne correspondant pas a Uentreprise mixte au sens européen, cet arrangement
contractuel mixte en réseau de type public-public en Chine offre un apercu des défis majeurs que
les entreprises mixtes sont appelées a relever.

Offentlicher Eigentiimer und Verfahren zur unternehmerischen
Leistungserstellung in China: Fallstudie iiber das Shanghai Public Bus
System

Seit 2008 haben einige Stadtverwaltungen in China die marktausgerichtete Reform der Pri-
vatisierung im Bereich des Omnibusverkehrs riickgingig gemacht. Doch bedeutet diese Umkehr
nicht eine Riickkehr zum friiheren Modell der direkten dffentlichen monopolistischen Leis-
tungserbringung. Vielmehr ist die neue Struktur ein Hybrid aus éffentlicher Kontrolle und un-
ternehmerischer Erbringung. Mit diesem Mix-Modell wird versucht, ein Gleichgewicht zwischen
offentlicher Hand, Markt und sozialen Gruppen herzustellen. Das Verfahren besteht darin, ein
kontrahierendes Netzwerk zu bilden, bei dem die iffentliche Hand eine fithrende Rolle dabei spielt,
die Stakeholder zur Erreichung gemeinsamer Ziele zu bringen. Der Beitrag bezieht sich auf den
stddtischen Busverkehr von Shanghai als ein Fall zur Illustration dieses neuen Vorgehens. Es
wird festgestellt, dass der Kontrakt zwischen éffentlicher Hand und Betreibern sowie die Beteili-
gung von sozialen Gruppen hilfreich fiir das Ausbalancieren der Kontrolle der offentlichen Hand
sind. Dieses Managementverfahren mittels eines gemischt zusammengesetzten Netzwerks reduziert
Informationsasymmetrien und bringt die gemeinsamen Ziele der Sicherung hoherer Qualitdt und
zufriedenstellender Dienstleistungen voran. Ohne ein gemischtwirtschaftliches Unternehmen im
europdischen Sinn zu sein, bietet dieses gemischt offentlich-éffentlich zusammengesetzte kon-
trahierende Netzwerk in China Erkenntnisse iiber die zentralen Herausforderungen, zu deren
Bewqltigung gemischtwirtschaftliche Unternehmen geschaffen wurden.

Propiedad publica y aprovisionamiento comercial en China

Desde 2008, algunas comunas municipales han invertido en China la reforma del mercado tendente
a la privatizacién en el sector del transporte por autobiis. No obstante, este retorno no es un regreso
al modelo del monopolio publico del servicio en el pasado. Se trata de una nueva estructura hibrida
de control ptiblico con provisién comercial privada. Este modelo mixto trata de equilibrar el Estado,
el mercado y los grupos sociales. El sistema consiste en un compromiso contractual en el que el
Estado juega un papel de lider para incitar a las partes implicadas a alcanzar objetivos comunes.

© 2014 The Authors
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Este articulo se centra en el transporte municipal de autobiis en Shanghdi para ilustrar este nuevo
modelo de organizacion. En él se prueba que el contrato entre el Estado y los operadores, con la
participacion de grupos sociales, contribuye a equilibrar el control del Estado. Este modelo de
gestion publica en red reduce las asimetrias de informacion y favorece los objetivos compartidos,
para garantizar una calidad superior y un servicio que responda mejor a las necesidades del
sector. Aunque no coincide exactamente con el modelo europeo de empresa mixta, este compromiso
contractual en red publico-privado ofrece en China una primera aproximacién a los mayores
desafios que las empresas mixtas estdn llamadas a desarrollar.

1 Introduction

Local governments are bringing previously contracted public services back in house in
a process of reverse privatization around the globe (Hall et al. 2013, Warner and Hefetz
2012, Ramesh et al. 2010). As a result of New Public Management, contracting out or
privatization of public services grew over the 1980s and 1990s. However, after about
30 years’ development worldwide, many countries have begun to reverse contracting.
For example, many European cities are now bringing water contracts back under public
control (Hall et al. 2013, Chong et al. 2012).

These reversals represent a reassertion of the public role in the provision of public
services in a wide range of public services (from health to transit to water) in countries
from Asia to Europe and the USA (Ramesh et al. 2010). New forms of mixed delivery
are emerging around the world. While the USA focuses more on a mixed market of
public and private providers (Warner and Hefetz 2008), in Europe we see new forms of
state owned enterprise emerging (Clifton and Diaz-Fuentes 2010) and the rise of mixed
public/private firms (Warner and Bel 2008), multi-utilities (Bognetti and Robotti 2007)
and institutionalized public private partnerships (Cruz and Marques 2012).

Reversals also have occurred in China. In China, the market reform of public
service is now recognized as a failure (Huang and Ye 2011), and local governments
are playing more important roles in public service supply once again. In urban public
bus transit, the public sector is once again dominating the service system (Zou 2009).
Shiyan municipality, located in Hubei Province, regained its operational right for public
bus transport service from a private franchise in 2008 after citizens’ daily lives were
severely negatively influenced by four strikes during the privatization period. In 2009, all
the private firms in Chongqing and Shanghai municipalities withdrew from the public
bus transport market. Other municipalities in China, such as Guangzhou, Changsha,
Zhuhai etc. also cleared out the private firms and brought their public bus enterprises
back under state control.

But the reform of urban public bus transit in China is not the direct government
monopoly as before. Instead, the reform emphasizes integration, quality and public wel-
fare. This reassertion of the public role seeks to combine local government accountability
with the market mechanism. This requires choosing appropriate public service produc-
ers and arrangers based on a better understanding of the advantages and limitations of
both the market and the public sector. This paper seeks to articulate what the nature
of the new reform is. China follows a unique path of market and public sector reform
‘with Chinese characteristics’, and this paper seeks to determine if the new reforms in
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the urban bus transit sector can be characterized as a Chinese variant of the mixed
enterprise hybrids we are seeing emerge elsewhere around the globe.

Reasserting the local government’s role actually marks the defeat of a long-
standing push for deregulation. It represents a triumph for the government role over
more market-led arrangements as Barter (2008) has found in public transit systems
around the globe. Borrowing from Blokland et al. (1999), we call this new approach
‘public owner with business delivery mode’, which is different from the past modes, such
as the public owner with public delivery, private owner with private delivery, and mixed
owners with mixed delivery. Here, ‘public owner’ stands for government accountability
and public welfare; and ‘business delivery’, which can improve efficiency, stands for us-
ing market rules and mechanisms to deliver the public bus service. By rebalancing the
accountability of government, efficiency of market, and consumer voice through social
group participation, this new governance mode tries to avoid the problems that occur
under any of these modes alone.

The paper is structured as follows. Section 2 provides an overview of urban public
bus service governance modes since the establishment of People’s Republic of China in
1949. Section 3 describes a case study of the Shanghai public bus system. Section 4 dis-
cusses the public owner with business delivery mode, a hybrid form. Section 5 presents
the conclusions.

2 Four different governance modes in China

China’s public bus service governance has swung like a pendulum between
government-oriented and market-oriented modes (Wang et al. 2010). China maintained
a central planned economy before 1980, when the public bus transport service mode
was public owner with public delivery. Local governments established state-owned
enterprises to supply all the service. The state-owned enterprises could get govern-
ment subsidies. But this mode led to low efficiency (Wang et al. 2010). From 1980 to
2008, China’s governments advocated implementation of market-based reform, which
focused on market-driven mechanisms. Private companies and foreign companies were
introduced into the public bus transport service supply. In order to balance the interests
of multiple participants, governments implemented some regulatory policies to strictly
control enterprises’ service charges and franchises. The low ticket prices made it dif-
ficult for urban bus enterprises to make a profit. Thus, many enterprises applied for
price adjustment. But governments often rejected their applications after consideration
of citizen concerns. Under these circumstances, bus transport enterprises began to lose
money, which led to a lower quality service. After 2008, many municipalities began mov-
ing the governance mode back from market-oriented to government-oriented (Wang and
Zhu 2013). Today local governments invest more money with more supervision policies
than before. The private companies have withdrawn and most of the firms are under
public ownership.

Government-oriented and market-oriented are two fundamental modes of public
bus transit governance in China (Wang and Zhu 2013). According to New Public Man-
agement theory, public bus transport firms selected by the market mechanism may be
more efficient and could improve customer satisfaction. Table 1 presents a theoretical

© 2014 The Authors
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classification, which can be used to describe China’s public bus transport governance
modes. It shows the shifts in theoretical basis, goals, solutions and problems across
the different governance modes. An important distinction in the Chinese case is the
difference between property rights and operation management rights. Property rights
refer to who has the ownership, and operation management rights refer to some level of
contractor control — either of public subsidiaries or private market-based firms. Table 1
articulates four fundamentally different categories of bus transport service supply orga-
nizations, which we use to describe the history of Chinese public bus transport over the
last half century. These four governance modes are public owner with public delivery,
private owner with private delivery, mixed owners with mixed delivery and public owner
with business delivery mode.

First, under public owner with public delivery mode, government owns the public
bus transport firms. As van de Velde (1999) describes, under this traditional public deliv-
ery mode, government has the legal monopoly of initiative in the sense that autonomous
market entry is legally impossible and all production or market entry is the result of a
conscious government decision to produce or request the production of services. Local
governments are the providers of public bus transport service, and the direct produc-
ers. The aim of this governance mode is to protect the public interest and promote a
fair, orderly market by strict control. This is a top-down decision making system. In
the planned economy period, China’s urban public bus transport services were entirely
under public ownership. However, the outcome of this mode was poor quality service
and local government had to take entire responsibility for the outcome.

Second, the private owner with private delivery mode involves privatization and
deregulation to improve efficiency. Under this scenario local government has limited
direct influence over service outcomes. The private enterprise owns the property and op-
eration rights. It is based on the principle of autonomous market entry and results from
a market process with more or less regulatory checks at the entrance. The enterprises
compete with each other in the field. The success of this mode depends on the capability
of government regulation (Wang et al. 2010). In the long run, it will be confronted with
how to reduce transaction costs (Huang and Ye 2011) and ensure equity and service
coordination (Barter 2008). In China, privatization and deregulation didn’t work well
(Zhou 2009).

Third, mixed owners with mixed delivery is a collaborative service delivery system
between public and private firms within the same jurisdiction, using a mixed contract
mechanism to improve service quality and reduce government financial burden. In the
USA this mixed mode allows governments to compare the performance of public and
private firms (Warner and Hefetz 2008). Under such a system, the most efficient firms
receive awards and inefficient ones get penalized (Armstrong and Sappington 2006) and
this has been shown in China (Zou and Chen 2009). Hefetz and Warner (2007) argue such
mixed contracts give the chance to opt either to outsource further or to revert to public
delivery, increasing the regulator’s bargaining power over the concessionaires. When
contracts to public firms and private firms are awarded through competitive tendering,
this competitive environment creates pressure on both public and private firms, and
this leads to increased concern for efficiency (Albalate et al. 2012). However, from 1980
to 2008, in some Chinese municipalities, like Shanghai, this mode did not have a good
outcome (like in France, see Yvrande-Billon 2006). The main reason was that the local
governments lacked effective ways of controlling the firms (Zhou 2009, Wei 2009). These

© 2014 The Authors
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firms were profit-oriented. On the one hand, they invested in more lines and vehicles
to the districts where large numbers of people lived. This increased access but also
led to spatial disparity and dissatisfaction on the part of some residents. On the other
hand, with the rise in oil prices, operation costs increased quickly, but the governments’
subsidies could not cover the cost (Li 2008).

Fourth, public owner with business delivery mode balances the role of local gov-
ernments, market and social groups based on network governance theory (as argued
by Warner 2008). In this mode, public bus services are planned by a sector of local
government and procured from independent business (either private or state-owned)
under service contracts (similar to the approach described by Barter 2008). Moreover,
this new mode involves social groups’ participation. These social groups are consumer
councils and expert groups with common interests in pursuit of high quality service.
Their participation, investigation and consultation aim to protect public interest, im-
prove efficiency and encourage user participation. Since 2009, Shanghai municipality
has adopted the public owner with business delivery mode. It selected a mixed public-
public firm to create a public firm as operator to deliver bus service. This is different
from the mixed public-private firms found in Spain and Italy (Warner and Bel 2008,
Bognetti and Robotti 2007). This mode involves public firm cooperation with the public
sector to develop, maintain and operate public bus transport service, which results in a
complex network. But the nature of the cooperation — as mixed firm or complex network —
requires closer examination.

The nature of public owner with business delivery mode is that governments don’t
directly produce the service, but buy the service according to the terms of the contracts
(Wang et al. 2010). This typically involves some kind of enterprise units within the
public sector. The difference in the Chinese case is the greater government controlling
stake in the firms. Governments give route franchise contracts to the public firms by the
rules of private commercial law, such as the The Company Law of the People’s Republic of
China (2006). In most cases, the contract is short term to prevent opportunistic behavior
by concessionaires (as recommended by Albalate et al. 2012). The local government is
responsible for planning the network and regulation. The public firms are responsible
for their operation and management. Usually, the contract between government and
operator is a gross-cost form, which means the revenue risk is borne by local government,
and the production risk is borne by the operator. Or the contract is a net-cost form,
which means both the revenue and production risks are borne by the operator. Under
this circumstance, the operators are more independent to plan and operate than under
the gross-cost form.

3 The case of Shanghai municipality bus service

3.1 The evolution of governance mode in Shanghai

Shanghai is one of the most developed cities in China. There have been two major
reforms of the Shanghai municipality public bus service up to now. Each reform had a
different governance mode.

In the planned economy period, from 1949 to 1996, Shanghai municipality bus
service operated under the public owner with public delivery mode (e.g. pure public

© 2014 The Authors
Annals of Public and Cooperative Economics © 2014 CIRIEC



apcel2030 wiley3g-sample.cls November 14, 2013 16:37

8 HUANMING WANG, MILDRED E. WARNER, YUANHONG TIAN AND DAJIAN ZHU

production). There was only one state-owned firm to operate the bus service and the
operator had full autonomy to manage its work force organization, purchase inputs, and
so on, but these were controlled by government. The publicly-owned firms were similar
to public bureaucracy. The result was that the enterprise had low efficiency. The govern-
ment failed to raise bus fares with inflation, and the government’s subsidies increased
from 250 million RMB in 1992 to 800 million RMB in 1996.The Shanghai municipal gov-
ernment had to tackle the growing gap between its budget and the enterprise’s demand
for subsidy. The municipal government could not allocate more fiscal resources. During
that period, China’s governments were restructuring their state-owned enterprises and
subjecting municipal utilities to market reforms.

Shanghai municipality began a market-oriented reform in public bus service in
1996. This reform was based on the New Public Management theory and implemented
bus service privatization. During this period, the Shanghai municipality used the mixed
owners with mixed delivery mode. Taking the number of firms as an example, there
were more than 40 firms during the period of 1996 to 2008 in Shanghai. For example, in
2007, there were 8 public firms, 33 private firms and 2 foreign firms. They were awarded
bus routes by a competitive tendering process. However, citizens were dissatisfied with
the bus service. The reason was that private and foreign firms were profit-oriented and
focused on the most profitable routes. The city government lacked effective ways to
regulate them. This led to an uneven distribution of bus service across the geographical
space of the city.

In 2009, the Shanghai municipality bus service was reformed again, which brought
most of the previously contracted out services back in house in a process of reverse pri-
vatization. This wasn’t a simple direct government monopoly as before. The difference
was that the local government established a contract relation with the new public oper-
ators. Its reform was toward the public owner with business delivery mode. The current
reform policy includes three parts. First, the city created Shanghai Jiushi Company, a
public firm owned by Shanghai government, to supply the bus service. There are several
reasons for this. The primary reason is China’s market is imperfect. The privatization
and outsourcing of public service had poor performance. Therefore, local governments
were apt to select public firms to ensure public welfare. Second, the Shanghai munici-
pality allocated more funds to the public bus field than before. These government fiscal
funds focus on the fare and construction of infrastructural facility subsidies. These in-
clude both operation subsidies and construction subsidies. Third, Shanghai municipality
issued more regulations on operators, such as The Regulation of Shanghai Bus Trans-
port Enterprises Costs. This regulation includes the confirmation of cost components,
the method of calculating cost and the reasonable cost scope. Shanghai municipality
established an agency to calculate the enterprises’ costs. The municipality also invites
social experts to evaluate the public bus enterprise. Based on the experts’ suggestions,
government makes changes to its subsidy policy. Shanghai municipality bus service is
now trying to balance government control, market and social group participation.

Performance improvement is a fundamental goal in the reform. Fig 1. shows that
since the reform in 1996, the number of vehicles increased rapidly. This peaked in 2003,
and then decreased. This change means that the partial privatization of mixed owners
with mixed delivery mode stimulated quality improvements for a short time, but quality
began to decrease and erode over time. After the second reform in 2009, where Shanghai
bus service chose the public owner with business delivery mode, the number of vehicles

© 2014 The Authors
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Figure 2 — Number of bus lines from the year of 1952 to 2011.
Source: Data collected from Shanghai Statistical Yearbook 1952-2012.
increased again. At the same time, the quality of vehicles also improved. It phased out

more than 4100 old vehicles and bought more than 6000 new vehicles (including 614
air pollution. From Fig. 2, we see that the mixed owners with mixed delivery mode had a

new energy efficient vehicles) since 2008 (Chen 2012). These new vehicles helped reduce
higher efficiency than the public owner with public delivery mode, and the public owner
with business delivery mode displays a better performance as regards vehicles and lines
than before. Three years into the new reform (2009-2011), the numbers of bus lines rose
to 1202, which is 144 more lines than in 2008. In addition, a benefit from the policy
of public transport interchange concession, passengers’ travel cost has decreased since
2009. In 2011, the average ticket price for every journey was 1.8 RMB, a drop of 17.8%
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Figure 3 — Passenger satisfaction since 2007.
(The maximum satisfaction score is 100)
Source: Data collected from Customer Evaluation Center in Shanghai.

from 2008. At the same time, passenger satisfaction has increased since 2007 (See Fig 3.).
Especially in 2008, the growth in passengers’ satisfaction accelerated. According to the
comparative information (more vehicles, more lines and higher satisfaction level, but
lower ticket price), we see the reform in 2009 resulted in improved performance.

3.2 The current hybrid form in Shanghai

At present, the governance mode of Shanghai municipality bus service is public
owner with business delivery. Its stakeholders are local government, bus operators and
social groups, see Fig 4. from Wang and Zhu (2013). The Municipal Transport and Port
Authority (MTPA) of Shanghai municipality is the transport authority, which is affili-
ated with the Shanghai municipal government. The Public Transport Sector (PTS) in the
MTPA is the transport management department. The relation between MTPA and PTS
is one of hierarchical control. PTS is directly responsible for implementing the urban
public bus service’s daily management and supervision. In addition, the Municipal Traf-
fic Administrative Law Enforcement Team (MTALET) department in MTPA supervises
the bus service together with PT'S. The MTPA contracts with Shanghai Jiushi Company
(Jiushi Co.). Jiushi Company is an administrative enterprise of the bus service, which
is controlled by the State-owned Assets Supervision and Administration Commission of
Shanghai Municipal Government. The original Jiushi Company, which was owned by
Shanghai government, merged with some other public owned companies in 2005 (e.g.
Shanghai Transportation Investment Group Co., LTD; Shanghai Ba-shi Industrial Co.,
LTD; Shanghai Wuqi Kwoon Chung Public Transport Co., LTD). After the integration,
the new Jiushi Company became a mixed public-public firm. In contrast to mixed public-
private firms, the mixed public-public firm has some advantages. First, this kind of mixed
firm has as a primary objective social welfare and public service maximization. Local
government is a social planner and principal, and the mixed firm behaves as an agent
of the principal. Second, according to the cooperation and integration among different
public firms, the new mixed public-public firm could achieve economies of scale across
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Figure 4 — Stakeholders and their responsibilities.
Source: WANG H. and ZHU D., 2013, ‘Public owner with business delivery mode: the choice
for reversing privatization’, Journal of Northeastern University (Social Science), 15 (1), p 72.

the city. Third, local government trusts the local public firms and this could reduce the
risk in principal-agent relational contracting.

The operator is Shanghai Bashi Company (Bashi Co.), which was established
in 2009. It is the Jiushi Company’s wholly-owned subsidiary company. The Shang-
hai Bashi Company also includes some subsidiary companies, such as The First
Bashi Company, The Second Bashi Company, The Third Bashi Company, The Fourth
Bashi Company and other subsidiary companies. These subsidiary companies have
independent accounts and are responsible for their own profits or losses. They have
different routes, but these subsidiary companies can share management experience
and technical expertise from which all companies benefit. In addition, the finan-
cial information of these subsidiaries is regulated by Jiushi Company. And Jiushi
Company is controlled by Shanghai government. This allows reduced monitoring
costs.

According to van de Velde’s concept of levels of planning and control (van de Velde
1999), there are strategic, tactical and operational level relations among stakeholders.
The first level involves strategic planning. In Shanghai, the bus service development
plan is organized by MTPA. However, the MTPA isn’t capable of designing the transport
plans by itself. MTPA encourages social groups to participate in its decisions making.
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Usually, it invites some independent transport scientific research groups to do the job.
These transport plans include economic goals, social goals and so on (Wang and Zhu
2013). These goals include such topics as the profit and market share aims, the area
of supply and the description of the services (van de Velde 1999). They are developed
in cooperation with government and operators, and social groups’ participation can
influence achievement of the goals. The plan must get the approval from the Shanghai
municipal government.

The tactical level concerns decisions about how to reach the general goals. Accord-
ing to the bus service development plan, the bus routes, fares, timetable, vehicle types,
number of vehicles and the maximum number of passengers are all checked and ap-
proved by PTS (Wang and Zhu 2013). These were embodied in Shanghai Bus and Tram
Service Specification, which was issued and implemented in 2009. For instance, the bus
lines’ adjustment directly relates to the route residents’ journey. However, the PTS’s
decision was top-down before 2008. PT'S negotiated with experts, and then informed the
citizens. But since 2008, PT'S began to solicit local residents’ advice. Shanghai govern-
ment has realized that the inclusion of citizens’ considerations in the design and delivery
of bus service policy can be an important tool in the quest to increase performance and
customer satisfaction.

Shanghai Jiushi Company gets the contract to operate the bus service through
a negotiation process with PTS. PTS directly awards the contract to Jiushi Company,
not by a tendering process with other companies (Wang and Zhu 2013). This creates a
trust partnership between regulator and franchisee so the partners can achieve their
common goals. Stanley (2010) researched this kind of trusting partnership in Melbourne
city and emphasized the important role at the tactical level in helping to build a system to
maximize the prospects for long-term goal achievement for government (the purchaser),
service producers and users. In China, local government has greater power in this
relationship.

The Shanghai bus service combines the negotiation approach (the relation between
PTS and Jiushi Company) and the competitive tendering process (among the subsidiary
companies of Shanghai Bashi Company). The subsidiary companies of Shanghai Bashi
Company get the bus routes franchise through a competitive tendering process from
Shanghai Jiushi Company. For example, The First Bashi Company got 56 routes by
tendering, The Second Bashi Company got 77 routes, The Third Bashi Company got
53 routes and The Fourth Bashi Company got 50 routes. These subsidiary corporations
competed with each other for these routes.

The operational level (the third level in van de Velde’s (1999) schema) assures the
orders are carried out in an efficient way. Subsidiary company operators execute the
requirements in accordance with contract terms. Personnel management, vehicle main-
tenance and management are all the operators’ responsibility (Wang and Zhu 2013).
Taking personnel management for example, the subsidiary companies have their own
employee management systems, but the top leaders of the subsidiaries are appointed by
Jiushi Company, and the top leaders of Jiushi Company are appointed by government.
During the operation period, the operators are supervised by MTALET (Municipal Traf-
fic Administrative Law Enforcement Team) and evaluated by passengers and citizens.
These new evaluation mechanisms were explicitly required by the law, Regulations
on the Bus and Tram Passenger Management of Shanghai City, which was amended in
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2010. The results evaluated by citizens and MTALET will be one criteria for government
to award or cancel operator contracts.

Although the Shanghai bus service governance system is moving to public owner
with business delivery mode, there are still some problems that need further discussion.
Public participation is an example. There are two kinds of public participation in public
service in China. There is participation in the decision process and participation in the
delivery process (Wang 2011). In the decision process, there are three distinct phases
for public involvement: inform, consult (government listens and incorporates parts of
citizens’ opinion) and decision by the public. In the delivery process, there are also three
distinct phases for public involvement: revise, improve and collaborate. At present, social
groups’ participation in the Shanghai bus service is not enough; they are in the phases
of inform, consult, revise and improve. For decision by the public and collaborate levels,
government and operators don’t cooperate with the social groups. Government, operator
and social group have not constructed a strong cooperative relationship. Although the
bus service development plan is organized by MTPA and some social groups, there are
few operators involved. Generally speaking, the operators (Bashi Co.) have accumulated
abundant practical experience. They could give practical advice to MTPA. Hence, it is
necessary to increase stakeholder participation both of the operators and the social
groups.

4 Discussion: stakeholders’ rebalancing in the hybrid form

In the public owner with business delivery mode, local governments control
the mixed public-public firms (different public companies mixed together, a hybrid
form). The director and top manager of the board are guided by local government (in
China, the leaders of public-owned enterprises have the administrative rank in the lo-
cal governments), but the relations between government and operators are business
contracts.

At the city-wide level the operator, Jiushi Company, gets the concession through
negotiation. Jiushi Company then allows the Bashi companies to bid as operators for
exclusive rights to operate service in specific routes for a specific period. These route
concessions are competitively tendered. The objective of using a tendering procedure is
to replace competition for the field by competition in the field, leading operators to oper-
ate public bus service at a competitive price without loss of quality (Amaral et al. 2009).
The objective of using negotiation at the highest level (Jiushi Company) is to achieve a
trusting partnership between government and operator, while remaining transparent,
accountable and maintaining performance pressure on both of them (Stanley 2010). In
the process of planning the route network and regulating operators, local government
doesn’t have enough capability to do those jobs. So the technical expert groups engage in
the process, including the local governments’ research institutes (such as the Shanghai
Urban Transportation Design Institute, which is controlled by MTPA) and independent
research groups. However, all major network-level activities and critical decisions are
coordinated through and by local government similar to Provan and Kenis’ (2008) coor-
dinating center. To analyze the hybrid form, we study its two factors: the stakeholders
and the approaches to balance the stakeholders.
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4.1 Stakeholders

Public bus service is a complex governance system (Koppenjan and Klijn 2004). Its
stakeholders are multiple actors, including local governments, bus operators and social
groups. Much attention has been paid to the forms of co-operation between government
and operator, while less is paid to the social groups, especially in China where markets
are often distorted. These stakeholders are interdependent on each other, but there are
power differences among them, with consumers and bus operators having less power
than local government. They exchange resources, share knowledge and cooperate to solve
common problems. The government sector acts as a leading organization in cooperation
with the enterprises and social groups.

Local government is the arranger of bus service and is responsible for the interde-
pendent network performance. China’s national law requires that urban bus service be
mainly dependent on local municipal provision. The government sector plays a lead role
here as the primary organizer (Wang and Zhu 2013). In Shanghali, the bus stops are built
by government. Operators can freely use them. The bus parking lots are also built by
government. The government leases them to operators at a subsidized price. If operators
update and renew their old vehicles, government will subsidize the vehicle purchase.
The operator of public owner with business delivery mode, the mixed public-public firm
(Shanghai Jiushi Company), is subject to government’s macro-management and control
through government regulation and contract design. The day-to-day operations are con-
ducted by the subsidiary companies. This involves the performance measures clarified
in the contract. Without specifying desired performance, such as outputs and outcomes,
there is no way to say whether resources are sufficient or used effectively. In Shanghai,
these performance indicators are expressly incorporated into the contracts. For example,
the indicators include the timetable of the first-last bus and the departure time interval.
At the end of 2011, the indicator of all bus lines compliance rate reached 100% (Chen
2012). As service recipients, social groups’ power is increasing. There are many kinds
of social groups. For example, in Shanghai there is a Customer Evaluation Center, an
affiliate of SQCA (Standards and Quality Control Authority), which evaluates the bus
service every quarter.

4.2 The ways to balance the stakeholders

The critical path to make the hybrid form work is to balance the three kinds
of stakeholders. In traditional public administration, the approach to public service
is to ensure that rules and appropriate procedures are followed. In the New Public
Management, the approach is to help define and meet agreed upon performance targets
(Stoker 2006). In the hybrid form, the approach is to find the common interests and
cooperate in achieving collective goals by trust and incentive.

Trust is mentioned as one of the important success mechanisms for inter-
organizational balance (Edelenbos and Klijn 2007). However, it is difficult to achieve
joint decisions that balance actors in the public owner with business delivery mode
(Wang and Zhu 2013). The reasons are that these stakeholders try to realize their own
interests, and the contracts will never be complete in the sense that every single obli-
gation is so clear that it can be written down ex ante (Hensher and Stanley 2010). In
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Table 2 — Bus lines rectified and cancelled

Year Lines rectified Lines cancelled
2009 1 4
2010 5 0
2011 0 1
2012 0 0

Source: Data collected from MTPA

Shanghali, local government trusts Jiushi Company and uses this relationship to address
problems of contract incompleteness. Jiushi Company is responsible for investment and
construction in many public works (e.g. urban infrastructure) and it receives government
contracts via negotiation.

What is clear from the reform is that it recognizes different stakeholders’ interests
and goals are different, thus it is necessary to implement different incentive tactics.
For local government, the hybrid form holds the potential to balance the efficiency
and effectiveness of bus service, which is what citizens’ need (Wang and Zhu 2013).
For operators, the contract incentive terms could increase performance. In Shanghai,
the contract period is less than 8 years. The Municipal Transport and Port Authority
evaluates the performance of operators every year and the maximum performance score
is 100. If the score of an operator is less than 80 for 2 years in succession, then the
operator’s concession will be canceled. Then government would invite other operators to
compete for the bus lines. If the score is more than 80, then the incumbent will be allowed
to extend the contract. If the score is more than 90, then the operator is exempted from
government examination. For example, the contracts of eight lines expired at the end of
2009. Three lines passed the examination and their contracts were extended. But one
line was ordered to be rectified (improved) and four lines were cancelled due to poor
performance. Cancelled lines will be awarded to other companies. See Table 2.

For social groups, they can benefit from the incentive tactics of participation.
Shanghai Municipal Transport and Port Authority is giving more weight to social groups
to evaluate the performance of bus operators. The feedback from passengers, news
media, and experts are important components in the performance examination index.
Every year, Shanghai government entrusts the Customer Evaluation Center to conduct
a passenger satisfaction survey. The extent to which this new governance mode actually
results in improved performance remains to be seen. But we have attempted to clarify
the core elements of the reform in our review.

5 Conclusion

The last six decades witnessed a cyclical tendency in China’s public bus service
governance regulation. There are some distinct factors and drivers that influence the
governance choice. These factors are stakeholders and their relations in the gover-
nance cycle. The public owner with public delivery mode, private owner with private
delivery mode, and mixed owners with mixed delivery mode lacked balanced rela-
tions among government, operators and social groups. Either government has more
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power, or operators have more power. The results of this imbalance were that those
bus service modes were failures. Therefore some cities in China, like Shanghai, have
chosen the public owner with business delivery mode, which focuses on balancing gov-
ernment planning, market and social groups’ participation. In the public owner with
business delivery mode, stakeholders clearly know their own responsibility and duty.
This is a cooperative network governance organization, and local government plays
a lead role in it. China’s reality is that municipal government has stronger power
and more resources than market and social groups. Publicly owned firms are play-
ing important roles in the public service market and most of them are owned by local
governments. On the one hand, their decisions and behaviors are influenced by local
government. On the other hand, they also need to pursue efficient service to maximize
their returns. Although their bus fare is regulated by governments, they can imple-
ment management reforms (such as the Regulation of Shanghai Bus Transport Enter-
prises Costs) to improve efficient and reduce cost. The cooperation mechanisms between
the members of the network are both trust and incentive based (such as extending
contracts).

The public owner with business delivery mode and the mixed public-public
firms play an increasingly significant role in several cities of China, such as Shang-
hai, Guangzhou, and Changsha. Although it remains unclear whether this new hy-
brid governance form could replace other governance modes or be widely used in
other cities, it gives us additional insights and information to better analyze the
dynamics of reform in the urban bus transport sector. The case also raises impor-
tant similarities and differences with the mixed public-private firms we are see-
ing emerge primarily in Europe. In both cases, the hybrid reform is an effort to
instill market discipline but maintain public control to ensure quality public ser-
vice is delivered to residents. Challenges of information asymmetries, power differ-
entials, goal congruence and regulatory versus trust or incentive based mechanisms
are at the core of the mixed firm, mixed network approach to public service delivery
reform.
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Water Footprint Calculation of China’s Main Food Crops: 1978 —2010

TIAN Yuan-hong' ZHU Da<ian' WANG Huan-ming" ZANG Man-dan'
(1. School of Economy and Management Tongji University Shanghai 200092 China;
2. School of Public Policy and Law Dalian University of Technology Dalian Liaoning 116024 China)

Abstract Water footprint is a tool that can evaluate the improvement in water efficiency. Increasing water scarcity in China’ s
agricultural industry makes the quantification of water footprint important at different levels from a crop to the nation. Based on
Penman equation which illustrates the calculation method of green and blue water footprint per crop this paper introduces water
footprint calculation methods for a province domestic production international trading and domestic consumption. It calculates five
main food crops: rice wheat grain soybeans and sorghum’ s water footprints listed above in the year 1978 to 2010. The result shows
that in the duration of the 33 years rice production consumes 48% of the total water footprint which is the largest of all the food
crops. Comparing with green water footprint the scarcer blue water’ s efficiency rises 40% . The total water footprint of China increases
2.01% by 2010 comparing with 1978. China is a net import country for those five main crops’ water footprint. The percentage of
imported crops’ water footprint among the total consumption rises from 1.67% in 1978 t0 9.06% in 2010 which means the increasing
reliance of China on aboard water resource. Among imported water footprint the quantity of green water footprint is 14. 06 times of blue
water footprint which is higher than China’ s ratio of 1.96. It proves that through international trade related countries exported their
comparatively more abundant rain water to China which relives China’ s water scarcity and makes international water usage more
efficient. Finally by comparing water footprint with land population and economic development it finds that in the past 33 years the
ratio of water footprint used per unit area decreased by 37. 58%  water footprint per person decreased by 13. 54% and water
footprint” s economic productivity increased by 9.89% . The reason that total water footprint does not decrease while the comprehensive
water footprint efficiency increases is the production of five crops increased by 98.89% during the period. The result can be used to
evaluate further relationships between water footprint and other resources population the economy.

Key words water footprint; agricultural industry; food crops; Penman estimation; CropWat
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Comparative Research of Virtual Water and Water Footprint
ZHU Dajian, TIAN Yuan-hong
(School of Economics and Management , Tongji University, Shanghai 200092, China)
Abstract: Virtual water and water footprint are useful water management tools, which bring water
research from environmental region to social economic region. Although they share similar
characters, they are also different from each other. So based on comparative research, the aspects of
research scope, objects, angle of view, calculation method and research meaning of them are
compared. And the result shows that virtual water is more convenient under specific conditions, while
water footprint has wider usage compared with virtual water. The distinguishing of virtual water and
water footprint is helpful for further study with both of them, as well as better usage in water

resource research.

Key words: virtual water; water footprint; comparative research
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Table 1 Total Effect of Shanghais energy consumption in three industies
2001 2002 2003 2004 2005 2006 2007 2008 2009
10.47 -4.71 2.7 -3.48 -12.05 -3.99 -8.39 7.31 -13.94
212.76  226.38  182.04 325.98 217.43 492.79 642.93 456.28 -92.81
328.65 325.51 446.38 598.01 590.83 1290.66 979.85 677.53 -304.85
1 2001 -2009 0
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Researches on Several Problems of Embezzlement

DENG Zhong SHAO Ming
( Political Science and Law East China University Shanghai 200042 China)

Abstract: Embezzlement is a new crime added in Chinas Criminal Law which was amended in 1997 different knowledge and con—
troversies on understanding about object of crime refuse to return and refuse to surrender in embezzlement exist in both theory cir—
cle and judicial practice this article will do researches on those three aspects so that the essence and traits of embezzlement can

be grasped.

Keywords: embezzlement; in commendam; lost property; refuse to return.refuse to surrender

Research on Shanghai’ s Energy Consumption Based on IPAT
Equation and Complete Decomposition Method

TTIAN Yuan-hong
( School of Economy Management Tongji University Shanghai 201804 China)

Abstract: This paper used completely decomposition method based on IPAT equation to analyze energy consumption of Shanghai
from year 2000 to 2009. The result shows that in the past ten years economy’s expansion is the main factor to increase energy
consumption in Shanghai by which the rebound effect reduce the effect of energy consumption decrease caused by structure’ s ad—
justment and technology’ s advancement. Then proper economy scale and abundant structure adjustment is the key to release en—
ergy supplement pressure in Shanghai from now on.

Keywords: IPAT equation; complete decomposition method; energy consumption
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