
 
 

Delft University of Technology

Policy Design and Implementation of a New Public Rental Housing Management Scheme
in China
A Step Forward or an Uncertain Fate?
Luo, D.; van der Heijden, H.M.H.; Boelhouwer, P.J.

DOI
10.3390/su12156090
Publication date
2020
Document Version
Final published version
Published in
Sustainability

Citation (APA)
Luo, D., van der Heijden, H. M. H., & Boelhouwer, P. J. (2020). Policy Design and Implementation of a New
Public Rental Housing Management Scheme in China: A Step Forward or an Uncertain Fate? .
Sustainability, 12(15), [6090]. https://doi.org/10.3390/su12156090

Important note
To cite this publication, please use the final published version (if applicable).
Please check the document version above.

Copyright
Other than for strictly personal use, it is not permitted to download, forward or distribute the text or part of it, without the consent
of the author(s) and/or copyright holder(s), unless the work is under an open content license such as Creative Commons.

Takedown policy
Please contact us and provide details if you believe this document breaches copyrights.
We will remove access to the work immediately and investigate your claim.

This work is downloaded from Delft University of Technology.
For technical reasons the number of authors shown on this cover page is limited to a maximum of 10.

https://doi.org/10.3390/su12156090
https://doi.org/10.3390/su12156090


sustainability

Article

Policy Design and Implementation of a New Public
Rental Housing Management Scheme in China:
A Step Forward or an Uncertain Fate?

Dan Luo 1,* , Harry van der Heijden 2 and Peter J. Boelhouwer 2

1 School of Law, Hunan University, Lushan Road (S), Changsha 410082, China
2 Management in the Built Environment, Faculty of Architecture and the Built Environment, Delft University

of Technology, Julianalaan 134, 2628BL Delft, The Netherlands; H.M.H.vanderHeijden@tudelft.nl (H.v.d.H.);
P.J.Boelhouwer@tudelft.nl (P.J.B.)

* Correspondence: controlandbalance@163.com

Received: 18 June 2020; Accepted: 23 July 2020; Published: 29 July 2020
����������
�������

Abstract: The management of the public rental sector has undergone tremendous change worldwide.
Especially in China, given the large supply of public rental housing (PRH) in the short term,
the management of PRH (PRHM) has been faced with a series of problems. The existing PRHM
is unsustainable and a new scheme has been proposed. In this study we analyze whether this
new scheme can solve the former management problems and achieve the reform objectives, so as
to explore whether the new scheme can really improve the PRHM. We analyzed the new policy,
contracts and bidding documents of 19 pilot projects and interviewed some implementation staffs.
We found that the well-intended policy mainly proposed three measures: government procurement,
new financial arrangement and guided service contents; but that these measures lack specific financial
support. Furthermore, there are very few projects that involve full implementation; most of the
projects employed a compromise strategy. In general, the new scheme made progress towards solving
some of the existing problems, so even if it is selectively implemented, it is still likely to achieve the
reform objectives.

Keywords: public rental housing management; public management marketization; policy design
and implementation; government procurement

1. Introduction

Chinese Public Rental Housing (PRH), implemented in 2010 [1], has boomed in recent years [2].
In 2014 and 2015, the central and local governments invested more than CNY 300 billion in PRH
provision [3,4]. In 2017 alone, more than 815,600 units of PRH were built [5]. By the end of 2018,
more than 37 million tenants lived in PRH [6], accounting for about 2.64% of the total population.
PRH, as the main project-based rental housing assistance project, meets the housing demands of low-
and moderate-income households [7]. The fast development of PRH is also accompanied by some
debate. Some suggest this rapid expansion is a “big leap”—too ambitious and impractical [7,8].

A large provision of PRH within a short period poses challenges for the follow-up management [9].
In the Chinese context, the provision and allocation of PRH often have a one-off feature, while the public
rental housing management (PRHM) has repetitive characteristics. Thus, PRHM, in a narrow sense,
mainly refers to a series of activities after delivery of PRH, such as rent collection, physical maintenance,
tenant management and so on, but not including the provision and allocation process [10]. Along with
the ingrained shortcomings in the provision and allocation process, such as poor building quality
and poverty concentration [11], there are burgeoning criticisms of PRHM, such as unprofessional
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and inefficient management [12], overcharged property management fee [13], illegal subletting [14],
low residents’ satisfaction [15] and so on. To date, PRHM is far from mature in China [14].

The difficulties in managing the public rental sector are not unique to China. In many Western
countries, early constructed public housing (PH), such as the Pruit-Igoe community in the USA and the
Quarry Hill Flats in the UK, encountered many shocking problems shortly after they were delivered [16].
Since the late 1960s and early 1970s, dissatisfaction with PH has increased in Western countries [17].
PH has been plagued by many problems, such as high crime rates [18], high rent arrear rates and so
on [19]. Some studies suggest efficient housing management could resolve such problems and rescue
the whole estate from demolition [20–22]. From the 1970s, affected by tight budgets and New Public
Management theory, the management of the public rental sector in Western countries has undergone
a transition [23,24]. Some Western countries (regions) have initiated new management programs
in the PH sector (Section 3). Some new policy tools, such as externalization, marketization and
privatization [25,26], were adopted to improve the management of PH. Instead of direct government
intervention in the management of PH, there are other agencies actively involved [24,26].

There is an ongoing effort in China to explore the better management of PRH. From 2015,
the Ministry of Housing and Urban-Rural Development (MOHURD) began to motivate nonpublic
funds (this mainly refers to funds from private enterprises and non-governmental organizations)
to the construction and management of PRH [27]. However, in former schemes, the main focus of
marketization and privatization was to increase provision to PRH. Therefore, there are still many
unsolved management problems, such as how to maintain the affordability of PRH, what kinds of
services the external participants can provide and so on (see Section 4). In response to increasingly
serious management problems and to provide guidance on local practices, a new scheme was proposed.

In October 2018, the MOHURD and Ministry of Finance (MOF) jointly announced the
implementation of a pilot program for the government to procure public rental housing management
services. This scheme will be carried out in eight provinces. The new policy has introduced specific
measures on the method of selecting external participants, financial arrangements and service contents.
It is expected to improve management professionalism and residents’ satisfaction [28].

Our research question is whether this scheme can solve the former management problems and
achieve the reform objectives, so as to explore whether the new scheme can really improve the PRHM.
To answer this question, firstly, we collected the policies of several cities in China and summarized
several typical management models before the new scheme (Section 4). Then, we analyzed the new
policy, contracts and bidding documents of 19 pilot projects and interviewed some implementation
staff. The contribution of this paper is two-fold. (1) It provides a comprehensive and critical
assessment of former overdiversified PRHM models in China. (2) It reviews the new policy and its
local implementation, possible outcomes and implications.

The paper is organized as follows. The next section introduces basic information about PRHM
in China. Section 3 presents three typical management reform programs in other countries (region).
Section 4 explores the former management models and problems concerning PRHM. Section 5 proposes
the main measures and obstacles of the new policy. Section 6 demonstrates how the new policy is
implemented in a pilot by local housing authorities (LHA). Section 7 presents a discussion, followed
by a summary.

2. Public Rental Housing Management (PRHM) in China

2.1. Different PRH Provision Models Have Corresponding Managerial Characteristics

PRH was designed as a housing tenure with government-controlled rents to relieve the
accommodation stress of low- and middle-income households, new employees, and migrants with
stable jobs [1]. There are two different ways of provision of PRH, namely the concentrated construction
(Tong Jian) model and the inclusionary construction (Pei Jian) model. The different provision models
have corresponding managerial characteristics.
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At the early stage, PRH was basically all concentrated constructed with direct and
explicit government investment—for example, the annual special fund for PRH from MOF and
MOHURD [29,30]. The central and local government jointly bore the PRH construction expenses,
and the local government was also responsible for the follow-up management. However, faced with
severe budgetary pressure and huge demands for PRH, the government-dominated concentrated
construction model is unsustainable. Therefore, private capital was invited to take part in the provision
of PRH and the inclusionary construction model was introduced [31].

Inclusionary PRH requires private real estate developers to provide a certain percentage of PRH
within their ordinary commercial housing developments. Meanwhile, the government will subsidize
them in the form of taxes and a discount on the land sale price [29]. The follow-up daily management of
inclusionary PRH is incorporated into the management of corresponding commercial housing projects.
Taking Guangzhou as an example, the tenants of inclusionary PRH receive the same services and
assume the same obligations (i.e., they pay a market-based property management fee) as ordinary
commercial housing occupants [32,33]. In short, the management of inclusionary PRH is basically
externalized and marketized. The management responsibilities and obligations of inclusionary PRH
are quite clear.

However, there is a lot of debate about the management of concentrated constructed PRH.
Although the management of concentrated PRH development is also becoming more market-oriented,
the government still takes a large share of the responsibility for the selection of the external management
agency (EMA), the service provided by EMA, and the (sharing of the) management fee. Thus, in this
study the focus will be on the management of concentrated PRH development, which is also more
relevant to this new scheme.

2.2. Main Participants of PRHM and the Responsibilities Shared between Them

With the large-scale delivery of PRHM, there are three main participants: (1) the local housing
authority is the owner of PRH. To a large extent, the LHA regulates the rent price, the relationships
and responsibilities between the participants. (2) The tenant is the occupant of PRH. Eligible tenants
should pay rent and other fees (if applicable) on time and comply with other provisions of the contracts
to maintain the right of occupancy. (3) The external management agency (if applicable) is the daily
manager of PRH. The EMA is responsible for providing services, such as maintenance and repair,
according to the agreements with the LHA. EMA is a general term, which could be a totally private
property management company, a government-invested company, or even a not-for-profit organization.

In sum, although there are only three participants, in local practice there are many models in
terms of the flow of funds and the services provided. In particular, the availability of management
funds largely determines the service contents and the quality of services.

Unlike the explicit financial subsidies at the provision phase, the funding sources for PRHM are
very limited and are basically borne by the LHA and the tenant. According to the central and local
policy [34,35], there are three sources of management funds. (1) Rent income. PRH, as an approach of
housing assistance, has its net rent regulated by the local government. Although the net rent varies
greatly from place to place, it is always below the market price. Taking Chongqing and Fujian as
examples, in principle, the rent for PRH should not exceed 70% of the rent for private rental housing of
a similar location and quality [36,37]. Furthermore, although the central government paid for some
part of the construction expenses, the local government sometimes still need loans to make up the
gap, so part of the rent is needed to repay the loan’s principal and interest. Only the remaining part
can be used for PRHM. In addition, in some PRH communities, a certain number of commercial
facilities, such as shops, are included in the estate. The rent from these supporting commercial facilities
will be returned to the community in the form of maintenance and management funds. (2) Property
management fee. In some municipalities, the property management fee is paid by the tenant. This fund
is used exclusively for daily management. (3) Local public finance. If the above two sources cannot
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cover all the management expenditures, the insufficient part will be borne by local finance. The rent
and property management fee account for the bulk of the funding source.

Without central financial support at the management phase (Table 1), the timely and full collection
of rent and property management fee is vital for the PRHM. However, as mentioned above, many tenants
of PRH are low- and moderate-income households. Tenants who are dissatisfied with PRHM or
economically disadvantaged may refuse or be unable to pay the rent and management fee (In fact,
for tenants of different economic situations, the rents also have different standards. Taking Wuhan
as an example, households with an income higher than the city’s low-income standards but lower
than the upper limit of eligibility for public rental housing, will be charged rent lower than 70% of the
market price. Meanwhile, households with income higher than the minimum subsistence level but
lower than the city’s low-income standard, will be charged no more than 30% of the market price).
The statutory power of the LHA is much stronger than the EMA. Refusing to pay the rent is likely to
result in being expelled by the LHA. However, the deterrent imposed by the EMA is much weaker.
The EMA cannot determine eligibility for residence. Even if the tenant default on the management
fee, the EMA cannot easily evict the tenant. Facing arrears and refusal to pay the management fee,
the EMA can only indirectly ask for management fee by complaining to LHA. Therefore, some tenants
will choose to pay the rent to maintain their eligibility to live in PRH; meanwhile, they may fall into
arrears or even refuse to pay the management fee.

Table 1. The main responsibilities of the central and local governments in the provision, allocation and
management of public rental housing.

Provision Allocation Management

Central government * Central financial subsidies
and tax incentives Not directly participated Not directly participated

Local government ** Local financial subsidies and
loans from the bank

Develop allocation criteria
and evaluate eligibility

Select specific management
model to maintain good
operation of PRH

* The central government mainly refers to Ministry of Housing and Urban-Rural Development (MOHURD) and
Ministry of Finance (MOF). ** Local government mainly include provincial and local housing authorities, finance
bureaus, commodity price bureaus, civil affairs bureaus, etc.

3. Reform Programs and Experiences of Public Housing Management in Other
Countries (Regions)

Compared with mainland China, many Western countries (regions) had a longer history of
providing housing assistance. Historically, the inefficiency and bureaucracy of the government’s
management were also criticized a lot [38]. However, there were more reform programs and experience
in exploring more efficient and effective public housing (PH) management. Privatization reform in
the field of public housing management is a general trend [39]. For example, the British Right to
Buy program was an extensive privatization reform. Through selling the PH to the sitting tenant,
the ownership of PH had changed and the whole PH sector had shrunk [40].

But China’s new management scheme, which we will discuss later, is not an in-depth privatization
reform. In order to be more relevant to our topic and research question, we did not widely discuss all
reform programs. Instead, we have selected three typical programs which are largely related to the
new management scheme in China (Table 2). This may provide us with more precious insights for
discussion and reflection.

3.1. In the UK-Arm’s-Length Management Organizations Program

Although the proportion of PH (PH is called Council Housing in the UK) in housing stock is not
large, more than one million PH across 66 local Authorities were run by Arm’s-Length Management
Organizations (ALMOs) by 2010 [41]. ALMOs are not-for-profit companies that provided housing
services on behalf of local authorities (usually on a 5- or 10-year contract). Ownership of the PH stock
normally stays with the local authority. ALMOs encourage resident’s engagement and improving
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housing standards is only one part of their work. ALOMs also provide a range of additional services
which support tenants to live well and independently, maintain their tenancies and contribute to their
communities [42,43].

3.2. In Australia-Management Outsourcing Program

Management outsourcing program is the transfer of tenancy and property management (but not
the ownership) of public housing properties to registered community housing providers (CHPs).
As not-for-profit organizations, CHPs have access to a range of tax benefits. This means they are
in a better financial position to spend more on improving the standard of housing they manage.
CHPs are invited to tender for contracts. The lease duration of the transfer also differed from 3 years to
10 years [44]. Management outsourcing creates more localized management of communities, which can
in turn to promote better, more tailored services that better respond to tenants’ needs [45].

3.3. In Hong Kong-Private-Sector Involvement Program

What marks out the Hong Kong Housing Authority in comparison with other housing providers
is its scale. In 2019, 44.7% of the population lived in PH [46]. Since the early 2000s, the private-sector
involvement (PSI) program began transferring the estate management and maintenance of PH in
Hong Kong to private sectors. Comparing to the above two reforms, the PSI program is more
concentrated. This program has a clear goal of reducing government cost and there is no much support
service included in this program [47,48].

Table 2. Typical programs of public housing management reform.

Reform Program Country/Region Direct Manager of PH Service Contents

Arm’s-length
management
organization program

United Kingdom Not-for-profit company

Housing maintenance, family and youth
programs, worklessness programs,
health and wellbeing programs,
services for older people, and financial
and digital inclusion programs

Management
outsourcing program Australia Not-for-profit

organization

Tenancy and property management,
Community construction, localized and
responsive supportive services

Private-sector
involvement program Hong Kong Private property

management company Estate management and maintenance

All of these three reform programs provide us with many insights. To begin with, all these
programs are modest privatization reform. The ownership of PH has not been transferred out of
the government. This makes that the social safety nets attributes of PH can be achieved. Secondly,
in these programs, the government and other organization (not-for-profit organization or private
company) are used to sign contracts. The ALMO or CHP provides specific services; meanwhile, the
government monitors their works and provides financial support conditionally. In fact, these programs
have achieved good outcomes. Resident’s satisfaction and economic efficiency have improved [41,49].
Thirdly, the range of PH management services can vary widely. The services will be affected by the
funding sources largely.

China’s new management scheme has many similarities with these programs. We will further
discuss this in Section 5.

4. Former Management Models and Problems in China

Since China is a large country with significant regional differences, the amount of PRH varies from
place to place. The difficulties of PRHM are partly related to the number of PRH. As mentioned above,
the management is mainly regulated by the LHA, and is also affected by the economic capacity of the
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three participants. In this section, we categorize several management models that were employed
before the new scheme and summarize the main problems of each.

4.1. Government-Led Model

When the stock of PRH was small, the LHA was directly responsible for PRHM. In this
government-led model, the tenant paid the rent to the LHA. Meanwhile, the LHA staff addressed
specific and detailed management problems, such as avoiding rent arrears, mediating neighbor
disputes, and so on (Figure 1).
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Figure 1. Government-led model.

In the Chinese context, since it is difficult for government staff to be expelled once they are
hired, in order to control the expenditure on personnel, the number of staff from the LHA was
basically constant regardless of how many dwellings of PRH were newly delivered to tenants each
year. Therefore, as more and more PRH was delivered, the ratio of direct “managers” to tenants
became increasingly smaller. The attention and help that the tenants could get was also reduced.
Moreover, most of the staff from the LHA were from the planning and construction fields, not the
social service field. These limited “managers” not only lacked sufficient time to perform routine
maintenance, but also lacked the skills to handle community disputes and rent arrears. Thus, with the
rapid expansion of PRH, this model became hard to sustain. Except for in a few places with a small
stock of PRH, this government-led model has been gradually fading-away.

The number of staff from the LHA is basically constant and limited and they had to cope with
other administrative issues. The time and energy they can invest in the daily management of PRH is
insufficient. Hence, this model basically existed in the early stage when the stock of PRH was not large.
With the stock expansion, it was difficult for the LHA to intervene in daily and specific management.
More external agencies became actively involved in PRHM. Since then, the number of management
participants has increased, and the relationships and responsibilities have become more complex.
Complicating the questions of which services can be provided by the EMA and how to arrange or
share the management fee, several management models coexisted in different places.

4.2. Government-Paid Management Fee Model

Faced with great diverse international precedents (Section 3), Chinese LHAs chose to start with
the most basic and core service. The earliest and most frequently outsourced management service
in Chinese PRH is property management, especially for repair and maintenance in shared areas of
PRH [10,12].

In some places, especially affluent municipalities, although external agencies participated in the
PRHM, the property management fee was still borne by the LHA (Figure 2). A typical example of this
model is Beijing. According to the rental contract and local policies [50,51], the tenant paid rent to the
LHA by a bank transfer. The LHA selected the property management company and covered all the
property management fee. The property management company was only responsible for providing
property management services to the tenant.
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In this model, the relationship and allocation of responsibilities between the three participants
were relatively clear. In terms of the service content, since the LHA bore all the management costs
and was constrained by limited funding, the government required the EMA to give priority to the
most basic and core services, like maintenance and repair. Moreover, in terms of funds, rent collection
became vital. Only by ensuring adequate rent collection can the LHA maintain a balance between
revenue and expenditure. Otherwise, the LHA needs to subsidize more. Once the management fee
exceeded the budget ceiling of the LHA, this model was difficult to sustain. Then, the next management
model emerges, in which the tenant was likely to pay some management fee (see Section 4.3).

4.3. Separate Payment Model

Compared with the previous model, apart from the rent, the tenant from the separate payment
model needs to bear all or part of the management fee. According to the difference in the flow of funds,
there were three co-existing sub-models in local practice.

First, the most common sub-model was that the tenant physically paid the rent and management
fee to separate participants. Typical examples of this sub-model were in Wuhan and Chongqing.
In this sub-model, the tenant paid the rent to the LHA by a bank transfer or direct debit. Meanwhile,
the tenant also needed to pay the management fee to the EMA, which was selected or designated by
the LHA (Figure 3) [36]. In this sub-model, the government’s specific management responsibilities
and the financial pressure shifted at the same time. Taking the social welfare attributes into account,
this sub-model and the whole model usually set a ceiling for the property management fee in PRH that
was lower than the market price, such as CNY 1.44 per month per square meter in Wuhan [52] and
CNY 1.03 per month per square meter in Chongqing [53].
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In this sub-model, the tenants knew that they paid the management fee to the EMA, so they were
more willing to hand over PRHM-related issues to the agency rather than to communicate with the
LHA. In particular, the tenants had little influence on the selection of the EMA, so they did not have a
clear understanding of the services that would be provided, which was also a problem in the whole
model. Moreover, the EMA had to collect the management fee on its own. If the fee could not be
collected in full or on time, there were some financial risks.
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The second sub-model is where the EMA directly collected the rent and management fee from
the tenant, and then handed in the rent to the LHA (Figure 4) [54]. A typical example is in Hengnan.
Since the EMA staff had direct interaction with tenants almost every day, they were more closely
linked. It seems convenient for the agency to collect rent. The staff could collect the rent and property
management fee at the same time. This model, in theory, helped the LHA to increase the rate of rent
collection. On the other hand, it could help the EMA to collect the property management fee through
the form of bundling.Sustainability 2020, 12, x FOR PEER REVIEW 8 of 24 
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However, the problems with this sub-model are obvious. To begin with, it further weakened the
relationship between the tenant and the LHA. In this sub-model, the tenant and the LHA had almost
no direct economic and estate management interaction at the management phase. It is difficult for
the LHA to fully understand resident’s satisfaction and economic status. Secondly, it is more difficult
to distinguish the proportion of the rent and the management fee by charging both fees in a bundle.
When the amount falls short, for self-interest’s sake, the EMA might prioritize the money it collects as
the management fee rather than the rent. Meanwhile, the EMA reported the difficulty of rent collection
to the LHA. As a result, the problem of non-payment would appear even more serious.

In the third sub-model, the LHA collected the rent and management fee at the same time, and then
transferred the management fee to the EMA (Figure 5) [55,56]. A typical example of this sub-model
is in Hangzhou. In this sub-model, the LHA could motivate the property management company to
improve services by means of differentiated payment. In addition, the relationship between the tenant
and the LHA was not too loose.
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In general, the separate payment model has several problems. To begin with, the affordability
of PRH will decrease. In this model, the management fee was basically all borne by the tenant.
Compared with the previous two models, the third model put more economic responsibility on the
tenants, which can be considered as further privatization in the field of PRHM. Moreover, constrained
by the charging ceiling, the service contents and service quality were also compromised. With limited
revenue, the EMA could only provide a few basic services and constantly reduced the costs. However,
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there were still some EMAs that could not make ends meet. They could only quit during the contract [52].
Thus, in some cities, such as Shenyang, the LHA still needed to subsidize some part of the management
fee to keep the EMA in basic operation [57]. In this scenario, the economic pressure on local public
finance was still not alleviated much. Last, but not least, there were too many sub-models in this model.
This diversity was a big challenge to clarifying the sharing of responsibilities between participants.

In sum, there were three main management models (Table 3), from a monopoly model to a
model of privatization and marketization. Although many LHAs tried to improve the efficiency and
effectiveness of PRHM through introducing a professional agency, the participation of the external
agency itself alone could not fundamentally improve the PRHM, but instead introduced the challenge
of how to clearly confine their responsibility and control their performance.

Table 3. Summary of former management models and problems.

Model Sub-Model Specific Problems Common Problems

Small stock 1. Government-led model N.A. Unprofessional and
insufficient personnel

funding dilemma
ambiguous management
service contentsLarge stock

2. Government-paid
management fee model N.A.

Huge pressure on
local finance
Limited service

3. Separate payment model

3.1 Total separate
payment model

Affordability of PRH
Limited service
Pressure on local finance
Overdiversification

3.2 External management
agency in charge model

3.3 Local housing
authority in charge model

4.4. Common Problems with the Former Models

Although the different models have separate difficulties, there are two common and prominent
problems worth noting.

To begin with, the funding dilemma. As mentioned before, there are three main sources of
funding for PRHM: the rent, the property management fee (if applicable), and local government
subsidies if there is a funding gap. Firstly, all PRH rents in China are below the market prices. The rent
income is actually very limited. In addition, part of the rental income needs to repay construction or
purchase expenses. Taking Chongqing as an example, in 2011, the annual rental income of PRH was
CNY 4.8 billion. Due to the short loan period, the repayment of principal and interest is as high as
CNY 4.2 billion. So, the rental income that can be used for management is quite limited [58]. Secondly,
since the tenants of PRH are mainly from low- and moderate-income households, there is a limited
amount that tenants can spend on housing. If they encounter unexpected strikers, there are cases of
arrears of rent and being unable to pay the management fee [13]. Therefore, the total amount from the
first two funding sources is limited and unstable.

In addition, the process of collecting rent and management fee is overdiversified and inefficient [15].
Under the premise that the total amount is not enough, collecting the rent and management fee in full
and on time is essential for the PRHM. However, many of the tenants are economically disadvantaged,
and it is difficult to directly expel them from a social welfare perspective. Although it is convenient to
collect rents through a bank transfer or direct debit, there are always some tenants who refuse or are
unable to pay for various reasons. Reengineering the charging process and seeking a more efficient
way to collect the rent and management fee are critical.

In sum, inadequate and unstable funding sources and inefficient rent and management fee
collection processes have meant that PRHM faces a serious funding problem.

Secondly, ambiguous management service contents. The LHA gave priority to property
management, especially daily maintenance and repair, which coincides with one of the significant
factors found in previous studies that affect residents’ satisfaction with PRH [15,59]. However, with the
expansion of this housing program, the demands of the tenants and the goals of the LHA became more
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complicated. Some research points out that the demands of the tenants and the services provided by
the EMA do not match [60]. Moreover, affected by local financial capacity and the overdiversification
of management models (sub-models), there are huge differences in management contents across the
country. Tenants lack a clear understanding of what services the EMA will provide. The specific tasks
that the EMA will undertake should be further clarified.

Facing funding dilemmas and ambiguous management service contents, even with the
participation of an external agency, PRHM has to be fundamentally improved and needs
further optimization.

5. New Policy Responses

In view of the serious aforementioned problems, MOHURD began to shift its focus to the
management of PRH [61]. According to the policy text, the shortage of professionals, the low level
of service and irregular management are increasingly prominent [28]. We can safely assume that the
ministries had already perceived the main problems and the new scheme was intended to address
them. In light of this, two objectives were proposed: firstly, improving management professionalism;
secondly, improving residents’ satisfaction. Accordingly, some new measures were put forward.

5.1. New Measures

In the face of the existing problems in the previous management models, the new policy responds
to three main aspects.

5.1.1. Government Procurement was Compulsorily Introduced to Select External Participants

To begin with, the method of government procurement was formally and compulsorily introduced
to select the EMA in the hope of improving the professionalism of PRHM. Compared with the
direct provision of services by the LHA, government procurement can find a more professional
external agency and directly solve the problem of shortage of personnel. In addition, government
procurement is more likely to stimulate competition and save more than directly designating the
management tasks to a government-invested platform. The assumption behind the change was that the
participation of external participants and market-oriented competition would overcome the financial
and administrative inefficiency [26,62].

5.1.2. The Local Financial Budget Would Bear the Management Fee

The financial arrangement was restructured in order to solve the problem of funding. In the pilot
provinces, the management fee can be included in the LHA’s financial budget. According to the data
collected so far, the pilot projects have not increased the rent. More importantly, the rent is rising very
slowly and adjusted every two years. The management costs are now borne by the local public budget
through government procurement. Thus, for the tenants, the affordability of PRH has risen.

In contrast to many Western countries, which have been moving towards the privatization of the
public rental sector management [47,63], Chinese public finance was supposed to take on a greater
share of the burden in the new policy. As the property owner of PRH and the implementor of the
social welfare policy, the LHA has a substantial responsibility for maintaining the proper operation
and functioning of PRH. Therefore, in order to solve the current funding dilemma, it seems like a good
approach for the local budget to provide stable and reliable financial support.

5.1.3. More Service Contents Were Included in the New Policy

The new policy explicitly expanded the PRHM boundaries and is expected to improve residents’
satisfaction by offering a variety of services. The new policy proposed four categories of guided
procurement contents (Table 4). These four categories of services far exceed what was available in
most places before the policy came into effect.
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Table 4. Guided procurement contents.

Guided Procurement Contents Should Should Not

1. Check-in and Check-out

1.1 organizing housing selection

Access to and cancellation of eligibility should not
be included

1.2 signing, renewal, change of lease contract

1.3 check-in procedures

1.4 collection basic information of residential
households and establishment of household files

1.5 check-out procedures

2. Rent collection and house utilization

2.1 rent collection and call for rent

2.2 house utilization inspection

2.3 timely detection of unlawful practices and collection
of evidence

3. Repair and maintenance 3.1 repair and maintenance of shared facilities and
equipment at shared parts of PRH developments

New construction, renovation, and demolition should
not be included.

4. Comprehensive affairs

4.1 construction and maintenance of housing security
information system

4.2 information collection and entry

4.3 construction and maintenance of intelligent
management system and monitoring platform

4.4 social survey, performance evaluation, residents’
satisfaction assessment
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In addition to basic maintenance and repair, there are some service contents that deserve to be
highlighted. To start with, the rent collection task is transferred to the EMA. Moreover, more attention
has been paid to residents’ satisfaction. The new policy expected more than just daily property
management. From the guided procurement contents, we can clearly perceive that the ministries are
trying to achieve socially, technologically and financially sustainable development. According to the
procurement contents, a new management model is shown below (Figure 6).
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In theory, all three new measures seem to lay the groundwork for achieving the final objectives
and solving the main problems with the previous models (Table 5). To start with, government
procurement has many statutory constraints that provide the basis for selecting the most professional
and economical EMA. Furthermore, the public finance, rather than the tenant, will bear all the
management fee. This would also alleviate the external agency’s concerns about the instability of
the funding sources. Last, but not least, with the expansion of the service content and the increased
emphasis on residents’ satisfaction, we expect that this objective will be achieved.

Furthermore, the measures have many similarities with reform programs in Western countries
(Section 3). The new management scheme is a modest privatization reform. Despite the
EMA’s full participation in PRHM, the government still bears significant economic responsibility.
Besides, with public financial support, more management services are proposed. However, unlike
ALMO or CHP, the EMA is heavily dependent on public finance. In the Chinese context, the EMA has
very limited channels to make a profit other than public subsidies.

Table 5. New measures of the policy.

Measure Objectives The Problems Aiming to Be Solved

1. New compulsory method:
Government procurement Professionalism Supply an adequate number of

professional personnel

2. New financial arrangement:
Local finance budget bears the
management expenses

Residents’ satisfaction 1. Increase the stability of funding sources;
2. Increase the affordability of PRH

3. New service content:
Guided procurement contents Residents’ satisfaction

1. Guide the management service
contents;
2. Improve residents’ satisfaction

Among the three measures, the introduction of government procurement is compulsory because
it is regulated by a series of statutory laws. However, the second and third measures are less
mandatory. The second measure is heavily dependent on local finances, which vary greatly from place
to place. The last measure is a guiding content proposed by the ministries, so it leaves a certain scope
for discretion.
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5.2. Obstacles of the New Policy

It is worth noting that the new policy, although much improved, still has some limitations in two
aspects. Firstly, the funding is largely reliant on local public finances. In the new scheme, the central
government still does not provide subsidies to PRHM. The financial status of local governments will
strongly affect the implementation of the new policy.

It is worth noting that, even in the face of possible local financial constraints,
the Public–Private–Partnership (PPP) model which is commonly used abroad [64] has not been
adopted in the new policy. This mainly has the following reasons: to begin with, although the
government pays more and more attention to the application of PPP in the provision phase of public
rental housing (PRH), most of the existing PRHs are directly invested by the government (Table 1).
In addition, in the allocation and management phase, the discretionary power of the EMA is very
limited. For example, the EMA cannot determine the rent price. The management fee is also regulated
by the government and is lower than the market management price. The EMA also does not review
the eligibility for the tenant. So, in the management phase, the profitability of the EMA is not high.
Last, but not the least, as mentioned in Section 4, it is difficult for the EMA to collect rent on time
and in full of old management models. It is difficult to maintain a financial balance for the EMA.
In conclusion, excessive financial risks and limited profitability make it difficult to stimulate private
capital to establish partnerships with the government in the management phase.

Therefore, at the policy design stage, the PPP was not adopted. Rather, in order to eliminate
the EMA’s economic concerns, the method of government procurement was proposed, and the local
finance would bear all management fees.

Secondly, in terms of the guided procurement contents, we could argue that the new policy seems
too ambitious. To start with, some procurement contents in the fourth category, such as technological
improvements, are largely absent from the existing management services. The rapid expansion of
management contents is a major challenge for both the LHA and the EMA. In addition, the essential
task of rent collection was transferred to the EMA. The LHA can legally transfer the pressure and
risk of rent collection to the EMA through government procurement. The EMA is liable for the full
collection of rent on time, and the risk of nonpayment would be partially borne by the EMA. However,
the enforcement power of the EMA is obviously weaker than that of the LHA, which is an obstacle to
the full implementation of the new policy.

In sum, the new scheme has some obstacles in its design. There is a paradox about financial
capacity and service contents. For an LHA with low financial budget, it is difficult to implement a
grand plan with insufficient resources. The obstacles in policy design have planted clues for deviations
in implementation.

6. What is the Real Situation in Practice?

After one year of practice, it is time to reflect on the current implementation. This exploratory
research provides some insights into a better PRHM scheme. We collected 19 projects from provincial
government procurement websites (Table 6). These 19 projects came from six pilot provinces, which were
widely distributed in different regions of China. In addition, we interviewed three project executives,
two from Guilin, and one from Tianyang.

Table 6. Project coding.

Province * Project Code Region Total Number of Projects

1. Zhejiang

No. 1—Wenzhou,
No. 2—Yunhe,
No. 3—Zhuji,
No. 4—Ruian

Well-developed
eastern area

6

2. Shandong No. 5—Pingyin,
No. 6—Rizhao



Sustainability 2020, 12, 6090 14 of 25

Table 6. Cont.

Province * Project Code Region Total Number of Projects

3. Anhui
No. 7—Huaibei,
No. 8—Chaohu 1,
No. 9—Chaohu 2

Central area 7

4. Hubei

No. 10—Yichang,
No. 11—Zigui1,
No. 12—Zigui2,
No. 13—Nanzhang

5. Sichuan
No. 14—Mianyang,
No. 15—Jianyang,
No. 16—Anyue Less-developed

western area
6

6. Guangxi
No. 17—Guilin,
No. 18—Tiandeng,
No. 19—Tianyang

* Two of the eight pilot provinces were not included in the analysis due to a lack of data.

The criteria for selecting these projects are as follows: firstly, the diversity of the projects. The project
scale, the economic development level of the project site, and the government’s administrative hierarchy
level (from prefecture-level city to county) of each project are quite different. Compared with the
following projects, the first six projects are from the eastern coastal area (Table 6 and Figure 7), which is
the most economically developed place in China. The local financial capacity of the first six pilot
projects is relatively stronger, which has an impact on subsequent procurement contents and payment.
The diversity of these projects can help us fully understand the implementation of the new scheme on
the ground. Secondly, the representativeness of the projects. Since the reform began, the above six pilot
provinces have selected pilot cities (counties) within their respective administrative divisions. We have
only selected cases from the target pilot areas to ensure that they were all subject to the same scheme.
Even though there are some similar government procurement projects in nonpilot areas, we have not
included them in the analysis.
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6.1. The New Compulsory Method Was Widely and Strictly Implemented

The method, namely government procurement, was widely adopted to select the best EMA.
All the projects strictly followed the government procurement law. Firstly, in terms of procurement
approach, with the exception of the 1st and 4th projects, which used the less competitive single-source
procurement approach, the remainder adopted more competitive approaches, like public tendering
and competitive negotiation. The vast majority of projects had more than three bidders. Both the
government-invested platforms and private companies were required to participate in the bidding on
an equal basis and followed the same criteria for evaluation.

Secondly, in terms of the evaluation committee, all the successful bidders were selected by a
committee of experts and government officials. However, there are no mandatory provisions on
the participation of stakeholders (i.e., tenant in this study) in the Government Procurement Law.
According to the information collected so far, there has been no project in which tenant representatives
have been invited to join the committee. For example, in the 14th project, the committee consisted of
three members. One represented the LHA. The other two were randomly drawn from the provincial
procurement evaluation expert tank, while one had an economic and legal background and the other had
a real estate management background. The second project also had a very similar evaluation committee.
Such a committee of three experts is both legitimate and easily convened. The participation of tenants
will take more time and is not mandatory. So, this kind of compact committee is more commonly
adopted in practice. This is quite different from the experience in the West, which generally values
the participation of tenants in different aspects, such as improvement of building standard, deciding
services contents and priorities, assessment of service contractors’ performance and so on [65,66].

Thirdly, in terms of procurement proceedings, all potential suppliers were subject to multiple
reviews. All candidates went through a first round of qualification checks when they submitted their
materials at the beginning of the bidding process. On top of that, the committee selected the most
qualified bidder according to a comprehensive set of indicators. Still taking the 14th project as an
example, the main evaluation indicators were service contents, quotation and personnel. These three
items accounted for 85% of the evaluation score. This evaluation index reflected the government’s
priorities for the whole procurement.

In closing, we argue that the management professionalism would be upgraded. With the
enforcement in law as a guarantee, government procurement can indeed facilitate the selection
of a professional EMA. Meanwhile, through competition, financial savings could also be expected.

6.2. Diversification of Actual Procurement Contents

The new policy proposed clear and ambitious guidance on procurement contents, but also
gave the LHA discretion. From past experience, the service of most concern for PRHM was repair
and maintenance [12,15], which was also the case with the new scheme. From the perspective of
procurement contents, all 19 projects included this as core content in the contracts (Table 7). However,
the fourth category of guided procurement contents, namely the comprehensive affairs, was of
least concern.

From the 19 projects, we observed three different categories (Table 7). The first category was
projects that were very similar to the guided procurement contents. In this category, the procurement
contents coincided to a great extent with the guided procurement contents. Taking the 16th project as
an example, if we look closely at its bidding documentation and contract details, we find that it almost
exactly copied the guided procurement contents from the new policy.
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Table 7. Procurement contents for each project.

3 Category of Procurement Content 1. Guided Procurement 2. Concentrated Procurement 3. Expanded Procurement

Service Contents

Project No.
7 8 9 11 12 13 16 2 6 14 15 17 18 19 1 3 4 5 10

Guided procurement contents

1. Check-in and check-out

Organizing housing selection 3 3 3 3 3 3 3 3 3 3 3 3

Signing and change of lease contract 3 3 3 3 3 3 3 3 3 3 3

check-in procedures 3 3 3 3 3 3 3 3 3 3 3 3

collection basic information and
establishment of household files 3 3 3 3 3 3 3 3 3 3 3 3 3 3

check-out procedures 3 3 3 3 3 3 3 3 3 3 3 3 3

2. Rent collection and
house utilization

Rent collection 3 3 3 3 3 3 3 3 3 3 3 3 3

house utilization inspection 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3

timely detection of unlawful practices
and collection of evidence 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3

3. Repair and maintenance Repair and maintenance of shared
facilities and equipment at shared parts 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3

4. comprehensive affairs

Construction and maintenance of
housing security information system 3 3 3 3 3 3 3 3 3 3 3

information collection and entry 3 3 3 3 3 3 3 3 3 3 3

construction of intelligent management
system and monitoring platform 3 3 3 3 3 3 3 3 3 3

social survey, performance evaluation,
residents’ satisfaction assessment 3 3 3 3 3 3

Local supplementary
procurement contents

Organizing charitable activities and
providing supporting services 3 3 3 3 3 3 3 3 3

Reception of visit and inspection 3 3 3 3 3 3

Formulation of community rules 3 3 3

Collection of other fees (gas, water, etc.) 3 3 3
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The second category was projects with concentrated procurement contents. Some LHAs condensed
some procured contents. In some projects, the LHAs still only cared about core services, so they
eliminated most of the guided procurement contents from the bidding documentation and only
procured the core contents, namely repair and maintenance. One important reason for this selective
implementation was financial pressure. According to the new policy, the management fee would be
borne by the local financial budget. However, if the local public financing was not adequate, then the
budget for paying the procurement was also limited.

Currently, our (local housing authority) main task is to provide a livable dwelling for low- and
moderate-income people, and to maintain it in good operation. . . . Of course, we know and
record the inventory of PRH, the basic information of the tenants, and so on. But procuring
an authentic intelligent management system at a high price is beyond our [financial] ability.

—interview with a staff member of the 17th project

The third category was projects with extended procurement contents. From past management
experience, some LHAs have already discovered the diversified demands of tenants and begun to
provide more welfare services when financially permitted. Therefore, some projects had made it
clear that, in addition to providing the guided procurement contents, the LHA also procured some
supportive services, such as regularly visiting and helping elderly people who are living alone. These
extended procurement contents are similar to the “housing plus” features in Western countries [67].
The cost of these projects is higher since these supportive services are included in the contract. They
rely on more public subsidies and thus normally exist in more affluent jurisdictions (eastern area).

Since there were still no central government financial subsidies and rising rent, the actual
procurement contents were closely related to the local finances. This is also clearly demonstrated from
Table 7. Well-developed eastern areas usually had an adequate budget, so most of the projects from
these areas were in the extended procurement contents category. Constrained by the local financial
capacity, in the less-developed western provinces, most projects were in the concentrated procurement
contents category.

6.3. Inconsistent Financial Arrangements

In addition to the deviations in procurement contents, there were also certain differences in the
financial arrangements in local implementation. To start with, although the new policy proposed that
the management fee could be covered by the local public budget, in some projects, the management
fee was still apportioned by the LHA and the tenant (Table 8). For example, in project 11, public
finances covered 34% of the final bidding price, and the EMA will still collect the remaining part of the
management fee from the tenant. It is not difficult to see that four out of the five projects that explicitly
stated that the management fee would be shared came from the less developed western and central
areas. In order to fulfill the pilot tasks, some LHAs had to make some compromises. For LHAs from
less-developed areas, it was very difficult to cover all management fee independently.
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Table 8. Financial arrangement for each project.

3 Category of Procurement Content Guided Procurement Concentrated Procurement Expanded Procurement

Service Contents
Project No.

7 8 9 11 12 13 16 2 6 14 15 17 18 19 1 3 4 5 10

1: Management fee totally paid by government;
2: Management fee is shared by tenant and government;
3: Not clear

3 1 1 2 2 3 1 1 2 1 1 2 1 2 1 1 1 1 1
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Secondly, there are inconsistencies in the key indicators of public finance differentiated payments.
The differentiated payment is often adopted to encourage the EMA to do a better job. However, due to
the different priorities of the LHAs, the key indicator varies largely. For example, some of the projects
have fully considered achieving the objective of improving residents’ satisfaction. The sixth project
made it clear that, if the overall residents’ satisfaction rate is lower than 90%, 1%-5% of the management
fee will be deducted. In contrast, in order to solve the problem of insufficient funds, the second project
clearly stated that if the rent collection rate does not reach 95%, 5% of the management fee will be
deducted. The risk of nonpayment is partially borne by the EMA. The key indicator of differentiated
payment guides the work of the EMA. The key indicator of differentiated payments plays an important
role in the fulfillment of the objectives.

In sum, many deviations have taken place in the local implementation of the new policy. Although
the ministries had high expectations for this new policy, the outcomes of the pilot scheme were doubtful.
The new scheme had not changed fundamentally in terms of funding. In light of this, the guided
procurement contents looked a bit ambitious. Some of the technological and social improvements
would not be procured because they had little impact on the PRHM in the short term.

7. Discussion of the New Scheme

Piloting in different areas to test the new scheme is important. Practice has already demonstrated
the shortcomings of the new scheme and makes us constantly reflect on how to manage PRH in a
better way.

7.1. Very Few Projects Had Fully Implemented All Three Measures of the New Policy

Strictly speaking, only in three projects has the new scheme been fully implemented in terms
of government procurement, financial arrangement and service contents. It has not been easy to
implement without financial support. The new method, government procurement, was most commonly
followed. However, when it comes to the service contents and financial arrangement, only three of
the 19 projects were fully compliant with the new policy. In the 3rd, 10th and 16th projects, the actual
procurement contents covered all four categories of services proposed by the new policy. Even some
expensive technology upgrades were procured. In addition, these three projects also explicitly stated
that the management costs would be completely covered by public finance. The economic burden
on tenants did not rise, while they were able to enjoy more services. Overall, these three projects are
representative of the new scheme.

7.2. Two Compromise Strategies Emerged and Some Projects Went Back to the Former Management Model

Some of the measures proposed by the new policy do not have enough financial support.
Therefore, lacking the funds to completely fulfill the national pilot task, some LHAs had to adopt new
strategies (Table 9).

Table 9. Compromise strategies and the setbacks under the new scheme.

Implementation Type Compromise Strategy Management Model Typical Projects

Full implementation N.A. New management model 3rd, 10th, and 16th

Selective implementation

Strategy 1: Compress
the services

Government-paid
management fee model 2nd, 14th, 15th, and 18th

Strategy 2: Share the
management fee

External management
agency in charge
sub-model

11th, 12th

Combined strategy 1
and strategy 2

Total separate payment
sub-model 6th, 17th, and 19th
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Compromise strategy 1: compress the procurement contents. Some LHAs spent the limited
budget on procuring what matters the most. The application of this strategy seemed like a way of
returning to the previous government-paid management fee model (Figure 2). For example, the 2nd,
14th, 15th and 18th projects compressed the service content and the management fee was borne by
the LHA. These projects procured the minimum service content, i.e., repair and maintenance, to keep
the PRH in basic operation and rarely complied with the guided procurement contents. However,
these projects at least solved the problem of financial instability and increased the affordability of PRH.

Compromise strategy 2: share the management fee between the LHA and the tenant. Another
solution to the paradox of limited funding and ambitious services was to share the management fee
with the tenant. In some projects, the actual services procured overlapped significantly with the guided
procurement contents, while the management fee was divided into two parts. The adoption of this
strategy meant that some of the projects had many similarities with the previous external management
agency in charge sub-model (Figure 4). Taking the 11th and 12th projects as examples, the services
procured were almost identical with the new policy. The rent was collected by the EMA, which then
turned it over to the LHA. Meanwhile, the tenant paid 36% to 66% of the management fee to the EMA
and the remaining part came directly from the public fund. Although these projects still required
the tenant to bear part of the management fee, the services they could expect were much clearer and
obviously expanded.

In addition to adopting a single strategy, there are projects that employed both strategies. That is,
compressing the services while sharing the costs. As mentioned earlier (Section 4), some of the guided
procurement contents proposed by the new policy are worth reflecting on. The typical one would
be rent collection. Since it is one of the main sources of the management fee, how to collect rent in
an effective and efficient way was essential for the whole PRHM. In the new policy, for the second
category of guided procurement content, the responsibility for rent collection transferred to the EMA.
However, this change was risky. Actually, we found that some projects did not shift this task to the
external agency.

In terms of not transferring the rent collection task to the EMA (which means partial compression
of guided procurement contents) and sharing the management fee, we observed that some projects had
many similarities with the total separate payment management sub-model (Figure 3). Typical examples
are the 6th, 17th, and 19th projects. All of these projects came from the concentrated procurement
contents category. So, the procured services were limited. Moreover, in these projects, the tenant
needed to pay the rent to the LHA and pay part of the management fee to the EMA.

In sum, the adoption of these strategies will greatly compromise the effectiveness of the reform
and even cause some projects to revert to the previous management model.

7.3. Given the Rare Projects of Full Implementation, the First Compromise Strategy Would Be More Preferable
and Feasible for Achieving Reform Objectives

With the exception of the three projects that fully implemented the new policy, most projects were
implemented with some degree of deviation. Comparing the two compromise strategies, in response to
the two reform objectives, namely improving management professionalism and residents’ satisfaction,
retaining the core tasks and paying the management fee from local public finances would be a more
feasible approach.

To start with, the adoption of government procurement as a compulsory method helped to achieve
professional management. Of the three major changes to the policy, government procurement was the
best implemented. The statutory provisions of the government procurement law combated the arbitrary
manner of selecting the EMA. Committees composed of experts and government representatives could
help to balance the professional and economic perspectives. Actually, we found that all 19 successful
bidders were qualified and experienced real estate management agencies. Thus, the first objective
is achievable.
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More importantly, when it comes to residents’ satisfaction, we have to look again at the actual
services procured and the financial arrangements. Although the conclusions on factors affecting
residents’ satisfaction in PRH were inconsistent, in general, affordability (including the rent and other
fees) [68–70] and the core task of property management (repair and maintenance) [15,59] are the most
significant factors. We found that all 19 projects included repair and maintenance in the procured
services (Table 7). Therefore, we can reasonably infer that even if some LHAs adopted the compressing
service strategy, repair and maintenance would be the last services to be eliminated from the contract.
In other words, improving affordability is a more feasible way to improve residents’ satisfaction
with PRH.

For PRH tenants, as long as the core management service is provided, the affordability of PRH is
their highest priority. In light of the social welfare attributes of PRH and the reform objectives, if some
local housing authorities cannot afford to procure all the guided procurement contents, they can still
achieve the objective of improving residents’ satisfaction by cutting down some of the services and
covering all of the management fee.

7.4. The New Policy and Its Implementation Failed to Fundamentally Solve the Main Problems of PRHM

The launch of the new scheme is a response to the problems with the previous management
models. First, in terms of the policy design process, the three measures tried to address the main
difficulties. However, there is not enough financial support for these measures. Insufficient resources
and the ambitious guided procurement contents were at odds. Therefore, it is very difficult for this
policy to be fully implemented and to solve the previous problems.

Furthermore, it is common for projects to deviate from the full implementation of this policy.
In order to fulfill the reforms, many LHAs adopted a series of compromise strategies. So, it is not
difficult to see that, in addition to the problem of a shortage of manpower, which can be solved by the
introduction of professional agencies, the problems of insufficient and unstable funds, overdiversified
management models, and ambiguous service contents remained unsolved in the new scheme. Overall,
the new scheme is insufficient to solve the main problems of PRHM, in terms of both policy design
and implementation.

8. Implications and Conclusions

In theory, the new policy is well intended. Government procurement is formally engaged to
select a professional EMA. Public finances are supposed to take more responsibilities. For the first
time, the PRHM service has clear national guidelines. However, the policy design is not perfect.
There are still some obstacles. Afterwards, many deviations were also found during its implementation.
Some projects even reverted to the former management models. The outcomes of the new scheme
are uncertain.

To sum up, the new scheme would be more successful if we could make some adjustments to the
following three aspects.

Firstly, remove rent collection from the guided procurement contents. If the tenant is willing and
able to pay the rent, it is not technically difficult to collect it, especially in China, where mobile payment
is well developed. Unless the tenant’s economic capability or service quality is indeed improved,
asking the EMA to collect rent will not fundamentally solve the problem of nonpayment, but will
increase the cost of procurement. A full analysis of rent collection can help the LHA understand the
economic status of the tenant and the residents’ satisfaction. Therefore, it is preferable for the tenant to
pay the rent directly to the LHA through mobile payments or a bank transfer.

Secondly, residents’ satisfaction should become the key indicator of the differentiated payment of
public funds. Government procurement can be conducive to achieving the objectives of professional
management. However, residents’ satisfaction is not going to be improved by introducing a professional
EMA. In order to fulfill the reform objectives and enhance the supervision of EMAs, residents’
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satisfaction should become the key indicator of differentiated payment of public funds. Through this
adjustment, the reform objectives are more likely to be achieved.

Thirdly, invite tenants to participate in the government procurement process. In this top-down
reform, the target group, namely the tenants, has hardly any voice. The documents collected so far
demonstrated that all evaluation committees were composed of government representatives and
experts, while the tenants had little influence on deciding the service providers and service contents.
Inviting tenants to participate in the procurement process can be an effective means of bridging the
gap between the government’s intentions and the actual demands.

Although the scheme has some flaws in terms of the policy design and implementation, on the
whole, it has merit. It solves some of the existing problems. Moreover, even if there are some deviations,
it is still possible to achieve the reform objectives. If it can be further adjusted, the scheme will be more
likely to improve the management of public rental housing.
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