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Do increasing house prices deteriorate the environment of

manufacturing enterprises?

LIANG He
( School of Economics Nankai University Tianjin 300071 China)

Abstract: Based on the combined dataset of Chinese urban data and industrial enterprise micro data from 2000 to 2013
this paper investigates the effect mechanism and heterogeneous performance of increasing house prices on the survival of
China’s manufacturing enterprises. The results are as follows. (1) The rise in urban housing prices has a significant negative
impact on the survival of enterprises the real house price rises by 1% the enterprise’s survival risk will rise by about
0.13% and the faster the rise in house prices the higher the survival risk of enterprises the growth rate of house prices
increases by 1% the enterprises survival risk will rise by about 0. 17% . ( 2) The cost effects and crowding-out effects caused
by rising house prices are two important channels that affect the survival of enterprises: on the one hand rising housing prices
have led to an increase in labor costs and land costs; on the other hand rising housing prices have caused labor outflows from
manufacturing companies and squeezed out companies” R&D and innovation inputs. (3) The impact of rising house prices on
the survival of enterprises is universal. It has a greater impact on the survival of private and foreign{funded enterprises and a
relatively smaller impact on state-owned enterprises. The market survival of companies in first-and second-tier cities labor—
intensive industries and industries that are less connected to real estate is more affected by housing prices. In addition the
reform of the housing and land supply system in 2003  and the loose fiscal and monetary policies to deal with the economic
crisis of 2008 while stimulating the continued rapid rise in housing prices further aggravated the survival risks of
manufacturing companies. Further research shows that rising housing prices will adversely affect the domestic economic cycle
by affecting the production and operation of micro-enterprises. The conclusions provide empirical evidence and decision—
making reference for the current macroeconomic policies to stabilize housing prices.

Key words: house price increasing; house price growth; firm survival; cost effects; crowding-eut effects; Cloglog model
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