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Abstract 
With the continuous development of the Internet technology, the launch of 
the car-hailing has attracted the attention of all sectors of society. As a new 
mode of travel, car-hailing has the advantages of high timeliness and conven-
ience and has caused a great impact on the traditional taxi industry. In re-
sponse to the active response to the central government’s policy objectives, 
local governments in China are still faced with multi-dimensional challenges 
relating to online dating platforms, taxi companies, and private car owners. 
Therefore, local governments should consider the local economic and social 
development status, adhere to the central government’s legislative authority, 
adhere to the local government’s policy objectives, develop the “government 
plus enterprise” regulatory model, and strengthen legislation to eliminate the 
disadvantages of local legislation to deal with issues during the regulatory 
process. 
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1. Introduction 

In recent years, with the ever-growing “Internet+” technology, not only has it 
promoted China’s economic development, but also provided vital energy for so-
cial and economic entities. At the same time, it has also provided a broader plat-
form for all sectors of society. The car-hailing came into being under this back-
ground. At present, the appropriation of the network has become the largest ca-
pacity addition to public transportation in the daily life of the masses, gradually 
changing people’s travel habits. There is a big difference between the operation 
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of the car-hailing and traditional taxis in terms of operating modes and services, 
which has caused a certain impact on the traditional taxi industry. But it will also 
have accidents, disputes and other related issues. Therefore, in July 2016, the 
Ministry of Transport, the Ministry of Public Security, the Ministry of Com-
merce, and the State Administration for Industry and Commerce jointly passed 
the Interim Measures for the Administration of Online Booking of Taxi Business 
Services, which set out clear rules for the management of online travel vehicles. 
It has promoted the development of standardized car-hailing. 

Basing on the theory of policy networks to analyze the current status of 
car-hailing supervision, and uses social network analysis software to assist in re-
search, and further presenting the status of car-hailing policy activists, and care-
fully analyzes the interactive relationship between car-hailing policy actors and 
problems in the interaction process, and put forward corresponding suggestions. 
This article through the in-depth discussion of the local government’s supervi-
sion of the car-hailing current situation and the countermeasures to draw the 
following conclusions: At this stage, the car-hailing policy activists have more 
conflicts of interests and have not yet formed a stable cooperative relationship. 
Due to the large number of policy actors involved and the different interests ap-
pealed, if there is no fixed communication mechanism and platform coopera-
tion, the local government will be more and more difficult to monitor the 
car-hailing. Therefore, the local government as a more resourceful member of 
the network approving actor activist network should take the initiative to play a 
guiding role, encouraging network approving vehicle actors to participate in the 
process of formulating car-hailing policies, and focusing on the construction of 
information and communication platforms. Problems such as publicizing the 
system and eliminating the drawbacks of local laws and regulations have solved 
the problem of the local government’s supervision of car-hailing。 

The paper is divided into six parts: The first part is as an introduction, ex-
pounding how the car-hailing has rapidly emerged from the Internet advantage. 
In the second part, the concept and characteristics of the car-hailing are intro-
duced in detail, and it can be concluded that the car-hailing has received more 
and more attention because it meets the diverse needs of passengers, realizes re-
source reconfiguration, and has good service quality. The third part mainly in-
troduces the theoretical basis of the car-hailing, mainly including policy net-
works theory research. At present, as a new business model, there are still not 
enough governance precedents for reference. The research at this stage mainly 
focuses on the government supervision and the legitimacy of car-hailing. The 
research on the theoretical system of car-hailing policies has not yet formed a 
system. The fourth part mainly introduces that local governments in China face 
conflicts of interests in the process of monitoring the car-hailing, including the 
central government and local governments, local government and car-hailing, 
local government and taxi companies, local governments and drivers. The con-
flict of interests among car owner challenges. How the local government finds 
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suitable local development strategies, how to control the network about the car 
platform, how to protect the traditional taxi companies, and the attitude taken 
by owners of private cars have become problems that local governments urgently 
need to solve. The fifth part focuses on the proposed countermeasures and sug-
gestions for the management of car-hailing, aiming to further improve the local 
government’s supervision of car-hailing. The final part is the conclusion of the 
article, including the summary of the research content, the deficiencies of the 
paper and the outlook of the research field. 

2. The Definition of Car-Hailing  

Car-hailing is an emerging industry in which passengers are free to choose the 
travel mode based on the data provided by the car-hailing platforms (including 
the number of vehicles, distance range, and arrival time). “Guidance on Dee-
pening Reform and Further Promoting the Healthy Development of the Taxi 
Industry (Draft for Solicitation of Opinions)” have defined the car-hailing as 
“Building a service platform based on internet technology, integrating supply 
and demand information, and employ qualified vehicles and drivers” [1]. This 
also clearly categorizes the scope of the car-hailing into the traditional taxi in-
dustry, so as to incorporate it into the supervision mechanism of the taxi [2]. 

As a new mode of transportation, the car-hailing has gradually attracted the 
attention of the public. It also has the following characteristics. 

Firstly, to meet the diverse needs of passengers. Since the Reform and open-
ing, China’s political, economic, and cultural development has been improve-
ment. The availability of taxis is undoubtedly a landmark product of our coun-
try’s transportation progress. With the progress and development of society, tra-
ditional taxi drivers have been restricted in many ways by the way of fast travel 
on the streets and other places. Passengers often face expensive taxis, and being 
not standard in the taxi industry and taxi drivers’ often refusing to take passen-
gers are the human factors that make it difficult to take a taxi. The introduction 
of the car-hailing platforms not only alleviates the difficulties of passenger cars 
and expensive taxis, but also introduces special service vehicle types such as tai-
lored taxi service、ride sharing、fast ride and so on to meet the diversified needs 
of different passengers, making travel more convenient. 

Secondly, implement resource reconfiguration. Because the central govern-
ment and local governments have strict control over the number of traditional 
taxis, taxi drivers have higher barriers to entry, and as a result, some people 
cannot enter the taxi industry. The appearance of the car-hailing will undoub-
tedly provide some private owners with green access to the market. The 
car-hailing not only helps private car owners to make profits in addition to their 
daily work, but also enables some idle people in the society to obtain employ-
ment opportunities, relieve employment pressure, increase employment rates, 
and provide more convenient transportation for urban transport. According to 
the data from May 4, 2017, starting from the establishment of a beating car in 
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June 2012, the number of registered users has reached 400 million, covering 
more than 400 cities, registering 17.5 million drivers, and peak daily orders ex-
ceeding 20 million. Therefore, this high demand travel mode has effectively sti-
mulated the growth of employment. 

Thirdly, the service quality of the car-hailing is better. At present, the service 
of the car-hailing has greatly improved compared to the traditional taxi service. 
Passengers can automatically check the driver’s identity information, prices, 
route maps and real-time location simply by pre-reserving the car-hailing plat-
forms, which effectively eliminates the problem of drivers circumventing pas-
sengers. In addition, when the passengers have finished the order transaction, 
the system will automatically appear service evaluation system, which will help 
improve the service of the car-hailing, and also play an important role in the 
prevention of security issues. 

3. The Basic Theory of the Car-Hailing  

The appearance of the car-hailing has aroused enthusiastic response from all 
walks of life, and people are paying more and more attention to the development 
status and future trends of the car-hailing. Therefore, there is a need for theoret-
ical support in the formulation, implementation, and operation of the 
car-hailing policy. Regulatory arbitrage, authority and financial power, and 
sharing economy have all provided a strong theoretical basis for the car-hailing, 
which has led to a more standardized and legal development of car-hailing. 

Firstly, the existence of regulatory arbitrage. At present, the academic com-
munity has not yet formed an internationally recognized definition of regulatory 
arbitrage. The common regulatory arbitrage mainly refers to the different finan-
cial institutions providing the same products, which are subject to supervision 
by different regulators, resulting in inconsistencies in rules, standards, and en-
forcement practices. As a result, financial institutions try to change their gener-
ics in order to place themselves in regulatory standards. The car-hailing are 
mainly restricted by the central government, local governments, car-hailing 
platforms, private car owners, and taxi companies. Therefore, the car-hailing 
have also been supervised by different supervisors. However, in the process of 
supervision, it still faces severe problems such as high supervision costs, low su-
pervision efficiency, and insufficient supervision. Local governments are faced 
with the drawback of excessively high supervision costs in the process of super-
vision of car-hailing. On the one hand, local governments must not only consid-
er local economic development levels, the number of urban traffic jams, the 
number of taxis, environmental carrying capacity and other factors, but also es-
tablish dynamic monitoring and adjustment mechanisms to create a good traffic 
environment. On the other hand, the above mentioned various factors all re-
quire a large amount of funds to fill the plight of car-hailing supervision. As a 
result, local governments, car-hailing platforms, and other related departments 
will all reduce the regulatory costs of car-hailing, or evade control to obtain dif-
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ferent excess returns. 
Secondly, the right to determine the financial power. According to the Guid-

ing Opinions on Deepening the Reform and Promoting the Healthy Develop-
ment of the Taxi Industry and the Interim Measures for the Administration of 
Network Appointment of Taxi Business Services, the clear rules on car-hailing 
have given local governments greater autonomy. The “Provisional Measures” 
embodies the spirit of “simplifying administration, delegating power, integrating 
and optimizing services,” and is another test of the level of local government go-
vernance. Therefore, the jurisdiction of the local government on the network 
about the car belongs to territorial management. The local government can, ac-
cording to the actual conditions, adjust measures to local conditions and imple-
ment in-town measures, and comprehensively consider various factors, and 
reasonably determine the operating period of the car-hailing, so that car-hailing 
can provide better services for passengers. Regarding the determination of prop-
erty rights, local governments should actively respond to the policies formulated 
by the central government and at the same time be subject to various influences 
from the central government. On the one hand, the central government encou-
rages local governments to have greater autonomy over the Internet. The central 
government can subsidize local governments through fiscal transfer payments, 
effectively alleviating the pressure on local government finances. On the other 
hand, local governments can consider thel situation in the local area, make a 
reasonable calculation of the price of the car-hailing, increase the access thre-
shold for the online market, and reduce the regulatory cost of the car-hailing. As 
a result, local governments are in a dominant position in the financial power of 
the government and make a great contribution to the promotion of local eco-
nomic development and social harmony and stability. 

Finally, sharing economic theory. The “sharing economy” is the topic that 
government supervision cannot avoid and should respond positively. The 
promulgation of the car-hailing is undoubtedly a typical form of the sharing 
economy. The “shared economy theory” can be traced back to the 1970s. The 
economic model proposed by Prof. Weitzman as an alternative to the existing 
wage system is the sharing economy. At present, under the background of the 
“Internet +” era of big data, with the continuous development of Internet tech-
nologies, more and more industries are developing with the help of Internet 
platforms, which has effectively promoted China’s economic development. At 
the same time, it has had a certain impact on the real economy of our society. 
With the advent of the “resources sharing” of surplus resources, the network 
appropriation car provides a more convenient way for urban citizens to travel in 
China through the combination of advanced Internet technologies. Today, con-
sumers use of the car-hailing has exceeded the “sharing economy” that Professor 
Weitzman originally expected. This result is mainly due to the constant changes 
in the values of urban residents in China, the increase in environmental aware-
ness, and the rapid development of new platforms. Therefore, consumers can 
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make reservations for car-hailing based on smartphone software. This sharing 
economy can develop rapidly and more conducive to the economic development 
of local governments. 

4. Local Governments Face Challenges in the Process of  
Monitoring Car-Hailing  

In addition to responding to the policies formulated by the central government, 
local governments in China must also make relevant countermeasures based on 
local conditions. However, in the process of local government supervision, there 
will still be multi-party games between the local government and the central 
government, local government and car-hailing platforms, local government and 
taxi companies, and local governments and private owners cars. On the one 
hand, local governments must support the encouragement of the development of 
new industries, and on the other hand, they must also solve the problems 
emerging in the development of emerging industries. The advent of car-hailing 
effectively examines the level of governance of local governments and measure 
of the relationship between the government and the market. As a result, the dif-
ficulty of monitoring the car-hailing has gradually increased, and the scope of 
supervision has gradually widened and supervision has improvement. 

1) Local government and central government 
Firstly, the policy objectives are different. There are some differences between 

the local government and the central government in the formulation of the poli-
cy goals of the network. The central government is mainly to safeguard the fun-
damental interests of the broad masses of the people. For the broad masses of the 
people, the appearance of the car-hailing has effectively stimulated the tradition-
al taxi industry, forming a favorable competition which is conducive to improv-
ing the service quality of the network and taxis, and ultimately benefiting the 
passengers. And the central government is actively promoting the concept of 
innovation and entrepreneurship sharing and development. As a newly emerg-
ing industry, it is naturally supported by the central government. In addition to 
respecting the legislative authority of the central government, local governments 
must fully consider the situation in the local and consider factors such as popu-
lation, urban traffic congestion, environmental carrying capacity, taxi compa-
nies, etc, and adjust measures to local conditions. Only by this way can we pro-
mote the development of local governments. 

Secondly, the influence of financial power. The central government has given 
the local governments greater autonomy to regulate the car-hailing, and it has 
also affected the development of local economies in terms of financial power. 
Due to the multiple influences of geographical environment, demographic fac-
tors and historical reasons in our country, the development of each region is in 
an unbalanced state. The central government can use fiscal transfer payments to 
subsidize local governments to reduce the regulatory costs of local governments. 
In the process of supervision, local governments have seen problems such as in-
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creasing the scope of supervision, increasing difficulty in supervision, and in-
creasing supervision, which eventually led to higher and higher supervision 
costs. Local governments face important difficulties in the financial crisis. 

2) Local government and car-hailing platform. 
Firstly, the price is set. With the continuous development of Internet technol-

ogy, the emergence of smart phones has gradually changed people’s values and 
ideology. The car-hailing platform uses a smart phone to create its own car-hailing 
platform for consumers to download. In the process of consumers use, the on-
line tour car platform will provide consumers with driver’s identity information, 
real-time routes, and pricing miles to facilitate passengers’ travel. However, ac-
cording to Article 3, paragraph 2, of the Interim Measures for the Administra-
tion of Online Booking of Taxi Operating Services, “The online tour price shall 
be adjusted by the market, unless the city’s people’s government deems it neces-
sary to implement the government guidance price”. Therefore, the “Provisional 
Measures” clearly stipulates that the car-hailing should be market-based, but 
they still delegate power to the local governments to implement government- 
guided pricing of car-hailing.  

Secondly, improving the access threshold. Due to the continuous development 
and improvement of the car-hailing, its operating model has gradually entered 
formality. As the entry threshold to the market is very lowly, more and more so-
cial idle resources begin to enter the industry, and the number of car-hailing is 
increasing, causing urban traffic congestion. In addition, the quality of drivers 
and the problems of disputes and accidents during the travel process have also 
attracted the attention of local governments. Therefore, the local government 
has put forward more conditions for access to vehicles and drivers in the car in-
dustry. On the one hand, it can improve the service quality of the network and 
meet the diversified passenger demand of different people; on the other hand, it 
also plays a positive role in the personal safety of consumers. In addition, the lo-
cal government controls the number of licenses on the network to reduce the 
traffic congestion in the city and reduce the pressure on the environment. 

3) Local Governments and Taxi Companies 
Since the Reform and opening up, China’s political, economic, and cultural 

development has a great improvement, and the number of taxis in China has al-
so increase. In 1995, the Urban Road Traffic Planning and Design Code issued 
by the Ministry of Housing and Urban-Rural Development had a guideline for 
the number of urban taxis not less than 2 vehicles per 1000 people in big cities; 
not less than 0.5 vehicles per 1000 people in small cities Medium-sized cities can 
take their value between them. According to this, the number of people in major 
cities should not be less than 20 vehicles. The number of people in small cities 
should not be less than 5 vehicles. However, traditional taxis now face a grim 
situation. After more than two decades of development, the emergence of new 
modes of transportation, such as buses and subways, has exerted a powerful im-
pact on the traditional taxi industry. Relying on traditional street parades to soli-
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cit guests has lost its competitiveness, and it has been unable to meet the de-
mand for popular travel, and the traditional quality of taxi service lags behind 
that of the Internet, and taxi drivers also appear to detour and smash off passen-
gers. Such problems make the public tend to prefer to make appointments when 
traveling. How to protect the traditional taxi industry from the challenges of 
emerging industries and promote the stable development of the taxi industry has 
become a grim problem that the government needs to solve. 

4) Local Governments and Private Car Owners 
Prior to the advent of the car-hailing, there have been some phenomena in-

volving private cars carrying passengers, which are very different from those of 
regular taxis. They are characterized by high fees and cheating. The advent of 
car-hailing platforms will allow these private car owners to have a smooth chan-
nel for their interests. With the increase in the number of private cars entering 
the car-hailing platforms, the threshold for entry into the market is relatively 
low, and thus the quality of drivers with uneven identities has appeared, it has 
limited the service level and service quality of online car services. On the one 
hand, it is a more tolerant attitude towards private car owners engaged in 
car-hailing service. If the owner of a private car is not allowed to work part-time 
in a car-related business, the advantages of a car-based car will be greatly re-
duced. On the other hand, local governments have adopted a more rigorous at-
titude toward private car owners. By restricting the number of cars in private 
cars, the access threshold for private cars will gradually increase. Private car 
owners will appeal to local governments for their own aspirations, and local 
governments will also comprehensively consider making corresponding regula-
tions to solve the problems of private car owners. 

Therefore, local governments often face the above challenges in the process of 
monitoring the car-hailing. For each department, the government must not only 
measure its own development and interests, but also consider the drawbacks 
brought about by it. How the local government finds suitable local development 
strategies, how to control the network about the car platform, how to protect the 
traditional taxi companies, and the attitude taken by owners of private cars have 
become problems that local governments urgently need to solve. 

5. Local Government’s Supervision of Car-Hailing  

Asking into consideration the challenges faced by local governments as men-
tioned above, in order to achieve healthy and sustainable development of the 
car-hailing industry, the state has issued corresponding laws and regulations as 
the bottom line of behavior. The establishment of a regulatory system within the 
industry and the use of scientific and technological means to improve the regu-
latory means have become a reality. The car-hailing is an important task for the 
car industry [3]. However, under the circumstances that local governments have 
been given greater autonomy, local governments can improve the supervision of 
car-hailing has become a great concern to the community. 
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1) Adhere to the legislative authority of the central government 
As local governments, on the one hand, they must not only respond positively 

to the policy goals set by the central government in relation to the car-hailing, 
but also respect the legislative authority of the central government. The Interim 
Measures for the Administration of Online Booking of Taxi Business Services 
stipulates that urban people’s governments must implement government guid-
ance prices and can implement government guidance prices. However, the prin-
ciple of “Interim Measures for the Management of Online Booking of Taxi 
Business Services” establishes itself as an exception to the fact that the online 
auction vehicles are market-based, with the exception of government-guided 
prices. If local governments formulate supporting implementation rules, most of 
them implement the government-instruction pricing mechanism for govern-
ment-subsidized car-hailing tariffs, making the policies formulated by the cen-
tral government useless, and the car-hailing will become a mirage that only stays 
on central documents. Once this happens, it will greatly damage the authority of 
the central authorities and violate the basic national system of our country [4]. 
Therefore, the local government must respect the central government’s legisla-
tive authority sufficiently and maintain the authority of the relevant central gov-
ernment departments. It will effectively apply the implementation rules of the 
car-hailing in combination with local realities to promote local development. 

2) Adhere to the policy objectives of local governments 
The promulgation of the car-hailing has brought a severe test to the gover-

nance of the local government. As the public agency representing the interests of 
the broadest masses of the people, local governments must always uphold the 
goal of the supremacy of the interests of the people. The existence of incentive 
competition between online dating vehicles and traditional rental has effectively 
improved the service quality of car-hailing and traditional taxis, and ultimately 
benefited the general public. On the one hand, local governments not only im-
plement the central government’s legislative policies, but also implement them 
in detail. On the other hand, local governments must always adhere to the local 
economic development and take into account various factors such as the city’s 
level, traffic congestion, environmental carrying capacity, and public opinion. A 
detailed formulation of the implementation rules for the local development of 
the network about the car, the local government in conjunction with local 
transportation departments, local industrial and commercial bureaus and other 
departments, through the development of effective measures to gradually elimi-
nate the traditional taxi industry and the network about the car industry compe-
tition. The local government has always adhered to the local strategy for sus-
tainable development and implemented the car-hailing policy that suits local 
development. Only in this way can the positive image of the government be es-
tablished and the authority of the government can be maintained. 

3) Development of a “political plus enterprise” car-hailing regulatory mode 
With the continuous improvement and development of the car-hailing sys-
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tem, the government has focused on the development of the traditional taxi in-
dustry. However, there is a certain degree of particularity in the car-hailing, and 
the government should treat it differently. On the one hand, the government 
could not control the car-hailing as much as the number of taxis was strictly 
controlled, and the local government relaxed the conditions for entering the 
car-hailing. Due to the large number of private cars, local governments must in-
crease the supervision of private cars through manpower, material resources, 
and financial resources, which put local governments under enormous financial 
pressure. Local governments should cooperate with these enterprises in a timely 
manner. Through the establishment and improvement of relevant regulatory 
platforms, the effective integration of car-hailing resources will enable local gov-
ernment regulators and corporate personnel to obtain relevant information in a 
timely, rapid and accurate manner, and constantly improve the construction of 
the car-hailing platforms. 

4) Strengthening Legislation to Eliminate the Drawbacks of Local Legislation 
In the process of supervising the car-hailing, there are loopholes in the super-

vision of local governments, so the car-hailing platforms and various depart-
ments will be available for drilling. Therefore, local governments should first 
strengthen legislation to eliminate legislative abuses, continuously improve rele-
vant laws and regulations, formulate detailed rules for the enforcement of online 
vehicles, and eliminate the occurrence of unlawful acts. Secondly, we can 
strengthen cooperation and coordination among various departments, and local 
governments should strengthen Local industry and commerce bureaus, local 
transportation departments and other multi-sector contacts are actively and 
steadily advancing the reform of the car-hailing system to jointly promote the 
standardized development. At the same time, all departments should respect the 
laws of the market regarding the regulation of car-hailing. Carry about the 
healthy development of the car, strengthen the guiding role of the market [5], 
recognize the relationship between the government and the market, the central 
government and the local government, the local government and car-hailing 
platforms, local government and taxi companies, and improve the relevant laws 
to promote the network more standardized car Development. 

6. Conclusions 

China’s political, economic and cultural development has been improvement, 
government functions have also changed accordingly. The traditional regulatory 
model has been unable to effectively solve the existing problems. If we adhere to 
the regulatory concept of sticking to the orders, we will lose our advantages in 
the car-hailing. The problems of previous taxis, expensive taxis and poor service 
quality will continue to exist. The local government should continue to improve 
and develop the car-hailing policy, adhere to the goal of promoting innovation, 
create a new concept of administrative regulation, and strengthen exchanges and 
cooperation among various departments. In addition, local governments should 

https://doi.org/10.4236/ajibm.2018.87111


D. Zhang 
 

 

DOI: 10.4236/ajibm.2018.87111 1683 American Journal of Industrial and Business Management 
 

also promote the development of car-hailing by adhering to the authority of the 
central government, adhering to the objectives of local policies, setting up a “po-
litical-enterprise” regulatory model, and strengthening relevant laws and other 
related reform measures. 

From the perspective of policy networks theory, this paper studies the current 
situation of local government supervision of car-hailing, analyzes the problems 
existing in the interaction process of car-hailing supervisory actors, and propos-
es suggestions for optimizing and improving online dating policies. Through re-
search, it has been found that the policy networks can effectively explain the is-
sue of the car-hailing policy networks. At the same time, the policy networks 
theory can provide the validity of the car-hailing policy formulation. However, 
some scholars in the domestic research policy networks theory have proposed 
the applicability of the policy networks theory. For this reason, this study has not 
been discussed here. 

Basing on the theory of policy networks, this study analyzes the interactions 
among online policy drivers and obtains some meaningful research results. 
However, due to the limitation of time and effort, there are still some issues to be 
studied. First of all, without in-depth investigation and research, real data and 
some actual conditions may not be reflected in the research and analysis, result-
ing in bias in the research conclusions; secondly, the local government’s online 
car-hailing policy documents collected by this study do not fully include the lo-
cal governments of the country. The online car-hailing policy has resulted in li-
mited applicability of research findings. 
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