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Abstract

With the overall opening of the car market in our country, the rapid
development of our car industry and a series of policies which encourage
household to car consumption, private car quantity has been increasing at
the fastest speed among various kinds of automobiles in recent years. The
situation has been even prominent in urban areas. Private car consump-
tion is competitive and exclusive, so it is a typical private goods. But dur-
ing its purchase and use, private car will inevitably have interactions with
a series of social factors. Only through this process that the car can show
its value and use value during which there are social costs that cannot be
neglected as well as private costs.

In urban areas which has limited space and a dense population, the
rapid increase of private car consumption has been upgrading industries
in the city, but at the same time, the social costs caused by its externali-
ties—bandwagon effect, possession of public resources such as land,
congestion, environmental pollution, etc. , are only partially borne by car
consumers and the rest of the costs are borne by other people. From eco-
nomic point of view, the distortion of prices will cause the lack of effi-
ciency and equality. And if this kind of situation caused by private car
consumption cannot be improved, the same result will be about to ap-
pear. With the continuous increasing of private car quantity and its pro-

portion in the overall automobiles, social welfare will be greatly under-
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mined.

This book is devoted to the study on the external costs of urban pri-
vate car consumption in theoretical and empirical way, trying to come to
an analyzing the frame of external costs of urban private car consumption,
and in this way, to provide the government with the empirical materials
needed for management and supervision. This book is devoted to the
search of the following situations;

1. Types of social costs of urban private car consumption,

2. Sources of various types of social costs of urban private car con-
sumption

3. Calculation of various external costs of urban private car consump-
tion.

With the three points in mind, this book focuses on costs of urban
private car consumption and tries to calculate the costs respectively, spe-
cifically that caused by “the bandwagon effect” of the conspicuous con-
sumption of private car, which is a kind of mixed goods, over-supply of
transportation facilities and improper allocation of related resources, traf-
fic congestion, environmental pollution, pointing out the necessity of in-
creasing private cost of car consumption. The framework of social costs of
urban private car consumption in our country is established through theo-
retical and empirical analysis, and thus lays foundation for related policy
management and regulation.

As city consumes most of the private cars, the social costs of their
consumption become prominent especially with the continuous increase of
the consumption. So this book is titled “urban private car consumption”,
taking the analysis approach of from common to specific and from theory
to empirism. Firstly, history and current situation of private car consump-
tion externality are introduced to discuss the development and trend of re-
search findings of basic theories, establishing an analysis framework ex-

ternal costs of private car consumption. Secondly, the situation of the typ-
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ical city—Shanghai is studied after the theoretical analysis of each type of
social costs to test the result of theoretical analysis with empirical study
and give quantitative comparison of different types of external costs,
greatly enlightening the relevant policies.

This book has seven chapters. Chapter One is the introduction part
with the study background, study contents, study approach and main
structure.

Chapter Two is literature study. Theories of externality and its histor-
ical evolution and measurement are commented. Based on this, externali-
ty is further classified in different perspectives. Considering the main con-
tents of this book, consumption externality, environmental externality and
non-environmental externality are elaborately analyzed. And then trans-
portation externality, which is the extension of general externality, is an-
alyzed and commented. Thirdly, literatures on private car consumption
externality are covered with views and opinions addressed, among which,
the categorization of private car has laid the foundation for the frame of
the analysis as follows.

Chapter Three, Chapter Four, Chapter Five and Chapter Six con-
duct complete and systematic analysis on social costs of private car con-
sumption.

Chapter Three analyzes social cost of consumption behavior. Firstly,
travel modes of urban residents are reviewed in terms of economy and
convenience, finding that private car is not the first choice and thus the
“private car puzzle”. Secondly, systematic theories are introduced to ex-
plain and analyze the above question, finding that private car consump-
tion will exert “bandwagon effect” on other people and thus utility los-
ses. The empirical part conducts a massive survey in Shanghai and the
statistic analysis of the result helps to show different losses in different
groups of people.

Chapter Four analyzes social costs related with road supply as a re-
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sult of private car consumption. It is pointed out that the increase of cars
will inevitably lead to the increasing need for roads, while the land re-
source for road construction is an important cost in urban road supply. But
land cost is not properly taken into account currently, which leads to the
fact that public resources are not allocated efficiently and equally. Besides,
the increase of supply further stimulates need for roads, bringing new pres-
sure on supply, which is a never-ending expanding circle of need and
supply. This part also includes the analysis of barrier effect and visual
intrusion, which are caused by road supply. Chapter Four will conduct
elaborate analysis in the above aspects and then empirical analysis is tried
on road supply and related external costs in Shanghai.

Chapter Five analyzes social costs of private car congestion. Time
cost is firstly analyzed and the increase of car consumption causes conges-
tion and thus large time cost. Secondly, cost of car accidents caused by
congestion is analyzed. It is held that the number of accidents goes up to-
gether with car consumption and the total cost is uncertain. Lastly, taking
the situation in Shanghai for example, opportunity cost approach and fac-
tor analysis approach are used to estimate the related external cost each
year.

Chapter Six analyzes the social costs of environment pollution of pri-
vate car consumption. The first part of the chapter discusses economic
cost of air and noise pollution caused by private car consumption. In the
second part, Shanghai is taken as an example to estimate the external
costs with the chosen substitutive market approach and preventative ex-
penditure approach.

Considering the above situation, Chapter Seven points out that sound
policies must be sought to manage the social cost of private car consump-
tion to internalize the external costs, so as not to undermine the economic
efficiency and equality. The two major parts are the management during

the process of getting possession of cars, and the management during the
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use of them. Chapter Seven also gives a complete and distilled summary
of the theoretical analysis and empirical study from Chapter Three to
Chapter Six, trying to give a further explanation of external costs of urban
private car consumption so as to provide reference to the governmental
policies. It is held that when management cost is less than external cost,
government should seek for proper policies or combination of policies to
control the externality in order to maintain the efficiency and equality of

economic operation.

Key Words: urban private car consumption, social cost, external

cost, survey, empirical study



B EE S eeeeerenee e e 1
R T 7 o [ 1

— . BRFRANAERA TORBIZE e 1
T BT ARADAEE B REIE LG HR e 3
ST ARAANRE I REISETRME e 4

B BRI PME S BISETE N veeerreeernee e 5
o BRI AL o eeeeeeeee e 5
Z W%é‘lfﬂ,%%x ................................................... 6

’;ﬁz*ﬁ E}%P&\%Lﬁ%@ﬁﬁf; .......................................... 7
e B BFE e 7
R 1T DO —— 8

E£oE AANAEERHLRARTMEIMRGE oo 12

B3 SMREIEISRBLER ceeeererree 12
— o SPGB F IR oo 12
T APRREEEG A e 14
Z. SRR T ceeeeeeeees st 15
U9 — ARSI AR LE IR B A e 18

B EHRIAINTEIIS R BLEIR oo 20
— . EHTRIPIRMEAE AR FIBBE e 20
TS S E, T TY N Rp——— 21
= BB IR T e 23
V9. B AP LARLE IR B s 24

£ FNINRFEH RN IR R RERE oeeveee e 25

l
o



I WHRNREBERNETR

— BRADAFHFRIPHEBEEFE oo 25
= RADAEE R AT T 27
= RADAREERASNFBEALIRELE o 29
F=F RANREERITANMSHERT oo 31
BT—T “BNNMREZR——LA LT RB] oo 31
— EHEREAFRILE oo 31
. EHERBATRAE e 35
=, BHELERERAKBE—RADNREZR o 37
V9. FRAECARAANTREZ L e 39
B AR (bandwagon effect) ” FZRTF2EAMHT <ooveeeee 40
— . AR REBEBAL e 40
S BRI HEE e 42
B ANREHETAT A ARZRL” BFFE -eeveeereeeees 44
— BADNAREEFATH AR BRLEE oeveeeenes 44
= BRADAEERITAHCRKBE” FAEAIR oeeeeeeeeees 46
BT NINREHE T A S A SIS
SR FIETHIITITE -eeeeeeerreeerneesnnennenenne 49
— . FRIFL L TEIR e 50
=. M ,‘é\é]\;}ﬁ- ......................................................... 51
=\ %T@ ............................................................... 72
-t i T -7 (NN —— 73
EWE RANSEERSHDERZROUSHETE - 75
B IRATE ISR AT cveerreeeereeeeneeeanerennneens 75
— BT HEBIEF X PH oo 75
. BEBIRAE T OM e 77
FA AT EAR G S RA RIS oo 85
— BB TIBERT oo, 85

= EBEEAERBE LR 87



