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China’s New Urbanization Policy (NUP)
th E g B L

« Chinais one of a very few developing countries to
have initiated a policy of accelerated urbanization

o FPE T BT RO PR I ST A BOR B A R K

— High Payoffs Realized in terms of Economic Growth & Alleviation
of Poverty

— FEAGE R REANEE 7 TH RS 1 s Bk

— But New Challenges related to Environmental Quality, Provision /
Financing of Urban Infrastructure & Quality of Urban Communities
— particularly Suburban & Peri-Urban

— AH[EIN IR A SR P B AT 5t A B R v o A X 1 2k
A, AR ) A A AR T AR08 DX R 22 i T A [X
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China’s New Urbanization Policy (NUP)
th E g B L

 New Chinese Leadership has accelerated urbanization targets

. %‘ﬁ Ja A e T s A R I T A Y H b
70% of Populo’rlon to be Urbanized by 2025: Total 200 Million
— 20254 KB R 70%, BRE TN PR E 294 F
— 250 Million Urban Residents to be added over 12 Years
— ARRI2FENRIGIN2.5123 i A H
— Policy focuses on Urbanization in under-urbanized Regions

—  RTTACRE SR FR R R I T Ak (X

« Creating “new citfies” in Under-Urbanized / Developed Regions
creating Significant Challenges in terms of Economic base /
Livelihood for Migrants

o ERTIACHIX AU “HrImTE ™ K 2 ETE U 25t 2 a AT R N H AL
T R ™ L Bk
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Urbanization & Level of Income
s h b 5 U A JK 3

Lirban populaticon
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Financing Urban Infrastructure

iﬁjz r-.lf_-l-_ﬁHj ﬁ,ﬁﬂﬂ

« Associated with NUP is reform of LG finance policies /
mechanisms by National Government

. 'ﬁ%ﬁ%ujﬁﬁﬁ%i‘ﬁﬁﬁﬁﬂ%ﬂﬁm*%Eﬁﬁ?ﬁjﬁi@ﬁﬂﬁ 1T Rl BT
AL H AR
— Lessreliance on bank borrowing by LGs
—  ANWIE D i T BUR X ARAT A5 BT A

— More reliance on domestic bonds & innovative finance such as
PPP, BOT

— HEZHINAKHT E A G M TR, EInANEE, #E-

— More reliance on efficient revenue generation by projects

— EZHHHET I H B 5 R KA RN
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Financing Urban Infrastructure
3l T B A I T R 2R

« Local Debt is high (although not accurately known): Thus New
Mechanisms are Needed to Attract Private Capital & Generate
Substantial Revenue for Appropriate Urban Projects

o HUTFISSEAE OXEBRNFERUINET « BITE ZS5H L] DU 51 A 5t
AN 3 A T T H T BGRB8 RN

— Last full PRC audit (2011) indicated local government debt of 10.7 trillion
RMB ($1.75 Trillion USD)

— 201 VY T SR n 7 BUR 5 55 =178 10.7 344

— Haitong Securities estimates current LG debt at 15 Trillion RMB : 9.5 in loans,

3 in frust funds (pensions, etc.), 2 in city investment funds & 0.65in LG
Bonds

— USRI 655 =B 5054, Hoh 9 ST, 3L R E R E (5
TG 2T AR B A A 65004 T BU 5 77

— Central Govt Debtis low (14.4% of GDP) in 2012; but Local Government
Debt is High (IMF estimates total Government debt at 46% of GDP)

— 201 24Er R BUR SR (5 GDPRI14.4%) 5 (HHW T BUR A fi i 4 (B FrRiE
e At b H 2% JBUR 55 5 B L GDP ) 46%)
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Financing Urban Infrastructure
3l T B A I T R 2R

* |nlongerrun, more radical restructuring is needed,
e.qg., property taxes to replace too high reliance on
land sales, which are declining (in revenue terms) in
many cities, including Harbin

o KumkKE, FERHATERZIRAAIRE, wblhG s A
o FEACHE B MBSO, H RITEE VR 22 30 T AL G S 2RV i Y
AT 7 28 T AE AN Wi s
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Financial Costs: Absorbing New Migrants

RN TR A BB E R AR

« Public service provision capital cost (including civil
infrastructure, public utilities, etc.) is about 100,000
RMB per each new urban resident (NDRC, 2013)

o PEEM AW A R A LIRS CRLAE IR A
BN AL 9 NEIN0T T

« Accordingly, 40,000 billion RMB will be needed by
2030 to provide services for 400 million new urban

residents
o JEiL, 20304, WRYUHTEG ALY N D R BTV i T
ML N0 T340t
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Financial Costs: Absorbing New Migrants
K 2T A QRS RARA

 Housing (not included in the above) is primarily delivered by the
private sector, but requires government subsidy (often through
land) for affordable housing, etc. Basic urban housing provision
requires approximately 150,000 RMB per capita nationwide

o B CREESHEREMREZ N FEHME M, HEdE5. FRM
55 SEA)y a BUR B — 2 MU GEE 2t )i ik o w1y
MmeE, WHEEANSAFTEIST I

« Chinese urban experts point to backlog infrastructure needs +
higher expectations of urban residents & migrants - the cost for
this “catch up” improvement will be at least 10,000 billion RMB

o CHMBIIRH, HE Dy DT A 15 R A I A JE A 15 it O 1Y)
B R TR EL0H1T
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Financial Costs: Absorbing New Migrants

RN TR A BB E R AR

« Urban job creation in the formal sector may require
approximately 60,000 RMB per workplace — largely provided by
the private sector

o B IERIHT DY KA R B AFTF EAS T T, KE & ALV E &R
fit

« Capital spending to absorb migrants is currently subdued by the
hukou system, but could expand rapidly (up to 3X) if the hukou
system is liberalized, e.g., demand for public schools by
migrant’s children

o WRENIERS NI I BEABEN H RS2 T 7 R, AELAn R S ] R BR A
iR, MIA RS Tk ORIEEZR =AM CE R, KA1
Ji BASE P B B R BN A FCHR ST 2056 T3 M sh N IE &), dndh
R LIl =l o i 3K 5
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Categorization: PPP-Relevant Infrastructure
L8R 57 - B PPPAE X BUE At i itk

“Hard" Civil Infrastructure “Soft"” Social Infrastructure Local Economic

Development
Revenue Non-Revenue Revenue Non-Revenue
. . : . Infrastructure
Generating Generating Generating Generating

« E.g., Tollways /
Expressways

« Water Supply

* Mass Rapid :
Transit (BRT & + E.g., Urban . E.g.,Vo;ohonoI . - E.g. Manufacturing
Heavy Rail) Roads Education - Eg. Primary & High-Tech Urban
' Health Care Platforms
. Energy » Public Parks « Cultural Events
Generation /
Transmission

« Affordable
Housing

Source: Cai & Webster
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Best Practice {ESL %

* Projects SHOULD be set in Urban Vision / Strategic Context
o TP REAZ T T 7 T R A R AR

— A perfectly designed & executed PPP pursuing the wrong
objective, e.g., overbuilding, can severely doamage a city

— AT AR AR 58 SR BT AT IIPPP I H AT LA 8 T i K™ AR T,
L

 PPPs Require Long-Term Partnership between public
agency(ies) & private company(ies) incorporating
conceptualization (in the context of an urban strategy),
design (project preparation), finance, construction, operations
/ maintenance

o NIAEEEOREBUN AT ANPAERE SR (FES T SIS HEZR ) . W
it (H#ERS)  phEt. B, By M4E S 2 s T KNG 1
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Best Practice {ESL %

 May or may not involve revenue generation depending on
type of project

o FAE GBI H FR A

 Where high revenue generation is possible, e.g., public transit,
it should be pursued aggressively to free up capital for other
projects with less revenue potential

» T EAEERIE, W POl MR RERR e, LAY
IS 2 R 77550 /N T H RS T B A

« Urban projects usually must address land acquisition issue:
High potential for win-win land readjustment solutions

S AN RSN & B e VA T wh s A =0 L D T K ' b LA K = ST PG )
HAEBERIET
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University Park @ MIT K=&

Location:
— Situated between MIT campus &
Cambridge port
— 4 km from Boston CBD
— Subway access (MBTA Red Line &
future MBTA Green Line)

« PPP between MIT (owns land),
City of Cambridge, and Forest
City Enterprise (holds long term
leases)

 Developed over 20 years

Clockwise from top: office + restaurants; residential complexes Kennedy
Biscuit Lofts (KBL) + 100; campus style setting; University Park Common: wire
spool reminder of property’ s former use by Simplex Wire & Cable Co.
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University Park @ MIT (Continued) X2 &E

«  Mixed use campus-style urban renewal
project: 215,000 sgm GFA spread over

0.11 square kilometers

— 10 office/ research laboratory buildings (140,000
sgm)

— 4 residential complexes (160 units), incl.
renovated factory

— 23,000 sgm hotel, restaurant, and retail

— Parks & open space, including 0.5 ha University
Park Common (landscape awards)

— 2,700 parking spaces

«  Major biopharmaceutical center

4 LT rhnse 2 LULE LI PNAZE N LU .

KEY | » ' ® Office & Mutel @ Rasidential @ Parkng »

University Park Land Use Map

http://www.universityparkliving.com/History/default.asp
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BTS Bangkok Mass Transit Example

Bl rrivate Finance
Il rublic Finance

Original BTS Skytrain System (1999) « BTS Skytrain Extensions (Post-1999)
|
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Source: Cai & Webster

Note: Original BTSC private consortium included Tanayong (Real Estate) as majority shareholder,
with Ital-Thai (Construction), Siemens (Engineering) and IFC (Institutional) as minority shareholders,
among others.

T
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Key Urban Factoids: Harbin
IS 7R B 3 v AR T

*  Municipal population 10.6 million (Census 2010), up from 9.4
million in 2000; an increase of 13.1%
- Harbin ranks 27 out of the 54 largest municipalities in ferms of
demographic growth rate
- Municipal population grew slowly of late, actually declining 2007 -
2010 by 37,000 people

« Urbanization Level of 47% (2010) is lower than China as @
whole

« Harbin is poor by Chinese metropolitan standards. It has the
lowest GDP per capita of 15 equivalent and aspirational

Chinese Metropolitan Municipalities
- However 2001 - 2011, GDP (Nominal) increased at 14.6% annually
& currently is 424.3 billion RMB — Reversal of poor 1990s
performance
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Key Urban Factoids: Harbin (Continued)

« FDIin Harbin is very low by Chinese standards at $1.6 billion USD
in 2011, only Jinan has lower (slightly) FDI per capita of
equivalent cities

- However, FDI has grown very quickly recently, increasing by 3.4X
2007 - 2011

* Aviation Movements: Cargo & Passenger Growing Slowly: 3.9
million Passengers (2011); 21,000 Tons Cargo

« Domestic Tourism up 4.8X 2001-2011 but International visitors
only 1.8X

T
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Challenges of Harbin Urbanization Process

« Quantity of Physical Development is not Issue: City Proper
Population will peak at approximately 7 million in 2030

— 2.3 Million+ Residents
 Need to Focus on Quality of Development

« Target Niche Economic & Social Areas + Key Infrastructure

— Higher Value, Cleaner Economy Should be Priority: Secondary Industry
Under Threat

— Affordable Housing Needed for Young & Migrants
— Basic Public Services, particularly practical vocational education
— Urban Platforms Needed for EConomic Restructuring

« Emphasis should be on Making Existing Zones More Attractive &
Efficient, Not New Zones

T
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Challenges of Harbin Urbanization Process

« Capital Constraints to Delivering Foregoing
— Compounded by repayment of existing loans & bonds

« Resources are Diluted among too Many ETDZs + Residential
Overbuilding

— Infrastructure Inefficiencies

«  Metro System will Dramatically Change & Concretize Spatial
Structure Creating Enormous Opportunities for Land Value
Capture

T
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Geographically Distributed Economic Base
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Harbin Spatial Dynamics
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Findings Harbin: Innovative Project Finance

« Public Sector Emphasizes Construction over Operation in Financial
Planning & Mechanisms

* High Levels of Lost Opportunity Maximizing Revenue Streams from
Operations, €.g., Metro

— Inefficient use of Scarce Capital

« Early Indications of PPP focusing on large site urban development,
particularly Wanda at HSR Station & Songbei HTZ

 PPP Principles not well understood

— PPP Viewed primarily in terms of finance access, not knowledge &
innovation transfers

 Development Zones more Receptive to PPP than “Line” Bureaus

T
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Possible PPP Projects: Harbin

« Hanan New Town: Cloud Valley, Convention District
« Metro (Subway): BOT Operations, TOD, etc.
* Harbin Western Area: Airport New Town

« Songbei HT: Development of Themed Sub-Area / Delivery of
Infrastructure, e.g., KIC Shanghai

« Reftrofitting of Residential Buildings & Heat Generation Systems for
Energy Efficiency / Pollution Reduction

« Rationale for Local Economic Development Project Bias:
HARBIN NEEDS ECONOMIC DEVELOPMENT BASED ON A HIGHER
VALUE ECONOMY & SUSTAINABILITY TO IMPROVE LIVING STANDARDS

T
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Po’ren’rlcl Alrpor’r New Town Sl’re Harbin
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Source: Harbin Western Area
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Potenftial Airport New Town Site: Harbin
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