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Piecemeal Reform and the Complicated Interactions of Public Policies

Weili Ding and Zhang Yuan

Abstract: In many settings, policymakers are unable to restrict the effect of a particular policy to
targeted economic agents or regulated economic behaviors only. Further, policies could interact with
each other in the public domain thereby complicating implemented impacts. To illustrate this challenge
we consider the issue of affordable housing provision which is getting increased attention from Chinese
policymakers. We set up a Tiebout style general equilibrium framework to illustrate the impact of the



affordable housing provision policies together with the public school admission policies on the
community formation of urban China. We demonstrate the risks of ghettoizing urban Chinese
landscapes from the interaction of the current housing policy and school admission policy, probably the
unintended consequence by either policy, and make our recommendations to ways that would
counteract those risks.

Keywords: peer effects, neighborhood effects, ghettoization, social housing allocation policies
and school admission policies
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