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High Speed Rail Pricing Mechanism:
Three-dimensional Perspectives of Cost,
Social-economic Benefit and Passenger’s Time Value

DING Hui-ping', ZHAO Qi-lan', LI Yuan-hui', ZHANG Zhe*

(1. School of Economics and Management. Beijing Jiaotong University. Beijing 100044, Chinaj;
2. Guangzhou Railway Group, Guangzhou Guangdong 511400, China)

Abstract: As a recent mode of transportation, high-speed railway is characterized with a relatively
weak public welfare property and a distinct commodity attributes compared with regular railroad. This
paper, with the consideration of the passenger transport market reality in China, the status quo of the
construction and operation of high-speed rail, and the positive externality effect of high-speed railway,
investigates the mechanism and pricing strategy of high speed railway in China from the three-dimen-
sional perspectives of the relations between speed and cost increment, speed and social (indirect) eco-
nomic benefit increment, and speed and passenger time value increment. The research findings
suggest that when pricing high-speed railway, not only the cost compensation, but various other fac-
tors including the value of the time saved for passengers, the price range acceptable for passengers.,
the market competition among different modes of transportation, and the capital returns demanded by
various investors should be incorporated. To sustain the operation of high-speed railway, the cash def-
icit between its sales revenue and its construction and operational costs (if there exists) should be cov-
ered by the reasonably increased high-speed railway fare. When the fare pricing cannot cover cash defi-
cit, government policy or subsidy should be provided based on the social-economic benefit it brings to
the public.

Key words: high-speed railway; pricing mechanism; investment cost; social-economic benefit;
passenger’s time value
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