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Abstract 

The increasing price-to-income ratio in China reveals the consistent interests of 
individuals in investing in the real estate market. In some famous tourist cities in China, 
the housing price has increased rapidly. This paper aims to analyze the relationship 
between the tourism and the local housing market. The result shows that tourism has 
impacts on the housing prices in China based on the data of thirty-five Chinese cities. Also, 
the number of tourists can be used as a tourism index to explain the housing price of the 
city. The result shows that a 1% increase of tourists visiting the city will reduce 0.12% 
housing price. 
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1. Introduction 

The real estate market and tourism in China has developed rapidly after reform and opening 
up, which is shown in the Figure 1 and Figure 2. 

 

Figure 1: China’s housing price and GDP per capita 

(indexed to 1 starting in 2002) 
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Figure 2: China’s tourism revenue from 2008 to 2019 

(in billion yuan) 

 

The increasing housing price has always been the focus for Chinese individuals and policy 
makers. After China joined in the World Trade Organization at the end of 2001, with the support 
from WTO and the propulsion of housing system reform, the real estate industry entered a stage 
of rapid development[1]. 

With the end of shortage economy period and the increasing improvement of people's living 
standard, traveling has not only become people's living needs, but also become an important 
support point for the sustained and rapid growth of the national economy[2]. Tourism is 
identified as a pillar industry in the tertiary industry of the national economy. 

Wang and Zhang find that the increase of housing prices in some coastal cities deviates largely 
from what can be predicted from fundamental changes[3]. This paper is to figure out if this kind 
of phenomenon is caused by the local prosperous tourism. Does tourism affect housing price in 
China? Could the number of tourists significantly explain the housing price? 

To answer these practical questions, the data of thirty-five Chinese cities from 2002 to 2018 
that include influencing factors of housing price and the number of tourists is collected. By 
running regression and analyzing the results, this paper finds that the number of tourists 
visiting a city can be used as a tourism index to explain the housing price of the city and the 
number of tourists has negative impacts on housing prices in China. The possible reason why 
the relationship is negative in China is that the development of local tourism does not keep up 
with the increase of tourists. 

This research paper, first, summarizes previous papers that are relevant to the research 
question, identify the control variables for data analysis, and provide diverse possible results 
of the study in the literature review. Secondly, the part of methodology and data introduces the 
analytical method used to test the correlation between housing prices and the local tourism. 
Next, this paper shows the empirical results and demonstrate the corresponding explanations 
of each variable. Finally, in conclusion, some details of possible contributions of this paper and 
also the limitation are shown. 

2. Literature Review 

In recent years, rapid changes in the real estate market – including rapid price changes – have 
drawn a lot of attention from researchers. According to studies with a focus on China as well as 
studies focusing on other markets, the most common significant variables affecting housing 
prices that have been identified. 
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First, in the real estate market, demographically ascent generally leads to a boost in demand. 
According to Mankiw and Weil’s research, with a focus on post-war economics, the entry of the 
Baby Boom generation was served as a key driving factor of the increase of real housing price[4]. 
Akbari and Aydede get a similar result in analyzing the effect brought by refugees[5]. Also, 
Tripathi point out that urbanization, which is measured by population, has statistically positive 
relationship with housing prices[6]. 

Secondly, domestic scholars Yu, Zheng and Liu suggest land price has a positive relationship 
with the real estate price in the both short term and long term[7]. Moreover, with positive 
interactions, an endogenous relationship between housing price and land price has been 
proved by Wang and Zhang[3].  

Third, many studies state a positive effect of per capita GDP on house prices. Savva shows that, 
at the international level, GDP growth is one of the key factors affecting the index of housing 
prices[8]. Also, both domestic research and study in the Euro area investigated a noteworthy 
relationship between average income and local house prices[7,9].  

Although several significant variables have been identified in studying on housing price, Wang 
and Zhang find that the increase of housing prices in some coastal cities deviates largely from 
what can be predicted from fundamental changes[3]. This paper wants to figure out if this 
phenomenon is caused by the local tourism effects. 

The existing literature that explore the relationship between tourism and the housing market 
can be classified into two main research streams: hedonic price and holiday second home 
demand[10]. However, many researchers have different conclusions on the impact of tourism 
on the housing price.  

Some researchers find a positive relationship between tourism and the local housing market. 
With the development of local tourism, related scenic spots, tourist residential real estates 
(tourist hotels), and urban recreation facilities would be improved. Also, regional economic 
growth caused by the development of tourism would spur the increase of local employment 
rate and income level. Thus, the housing price will increase because the improved surrounding 
and promoted affordability[11]. Also, as a kind of vital tourism, casino tourism has been proved 
to be positively influential on the Macau housing price. Casino tourism expansion not only 
increases housing price, but also heightens income inequality which also contributes 
significantly to housing bubbles[12]. 

In contrast, an adverse relationship between housing prices and tourism has also been 
indicated in many pieces of research. By analyzing the host cities of the Olympic Games, 
Kontokosta points out that unsustainable commercialization would eventually lead to a 
decrease in real estate prices[13]. Also, a poor status of local historic designation would cause 
an average of total 23 percent decrease in housing price[14]. Furthermore, Pashardes and 
Savva find tourism statistically insignificant when it serves as a control variable in the 
research[15].  

Therefore, this paper wants to analyze the relationship between tourism and housing price in 
China. According to Biagi, Lambiri and Faggian, more research efforts should be done in the 
direction of analyzing the impacts of tourism on housing price as a whole using a tourism 
index[10]. Since the number of tourists visiting a city can partly reflect the comprehensive 
tourism level of the city, this paper wants to find out if the number of tourists visiting a city can 
be used as a tourism index to explain the housing price and the relationship between tourism 
and housing price in China. 

3. Methodology and Data 

To answer the research question, this paper tries to use the number of tourists visiting a city in 
a particular year (TOUR) as a local tourism index to analyze the impact of tourism on the local 
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housing price (HOUSE). Another common index that has been used to represent tourism 
development level is tourist revenue. However, the tourist spending varies in terms of different 
cities. Different cities have different prices and different tourist attractions. Some cities are 
famous of natural landscapes that are not required admission tickets while other cities are 
famous for amusement parks that need expensive tickets. Also, the statistics of tourist revenue 
is estimated. Therefore, this paper tries to apply the number of tourists as a measure index of 
local tourism to avoid the possible errors caused by using tourist revenue. 

Moreover, city-regional GDP per capita (GDP), land price (LAND), population (POP), the 
particular year (YEAR) and the cities’ number (CITY) are selected as control variables. To 
measure the linear relationship better, this paper takes natural logarithm of the variables 
HOUSE, TOUR, GDP, LAND and POP. Furthermore, an interaction variable is added, YEAR*CITY, 
into the model. Therefore, the regression model is: 

 

lnHOUSE = β1lnTOUR + β2lnGDP + β3lnLAND + β4lnPOP + β5YEAR + β6CITY + β7YEAR ×
CITY + ε  

 

The hypothesis is that the number of tourists visiting a city significantly has a positive 
relationship with the housing price of the city in China.  

This paper uses thirty-five Chinese main cities’ data from year 2002 to 2018 to run the 
regression. The data of the local housing price, city-regional GDP per capita and population are 
collected from National Bureau of Statistics while the data of land price are collected from China 
land price dynamic detection system. Also, the data of the number of tourists visiting a city in a 
particular year come from each cities’ bureau of statistics.  

Because some data are missing, the rows with missing data are removed. Then, use the rest of 
data to run the regression in EXCEL.  

Below are the descriptive tables for the data: 

 

Table 1: Description of data 

Variables Mean Standard Error Median Count 

HOUSE 9042.3011 631.683449 5568.8600 592 

TOUR 6107.3749 296.091691 3804.4500 592 

GDP 79578.1575 3120.46189 59635.0000 592 

LAND 13719.4927 2238.36376 3416.5000 592 

POP 704.015 21.8111223 655.38 592 

lnHOUSE 8.6555 0.0333 8.6249 592 

lnTOUR 8.1765 0.0446 8.2439 592 

lnGDP 10.9398 0.0345 10.9960 592 

lnLAND 8.3623 0.0477 8.1364 592 

lnPOP 6.3443 0.0271 6.4852 592 

4. Empirical results 
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Table 2: Regression results of the mode 

Variables 
Coefficients 

(p-values) 

lnTOUR 
-0.1175 

(0.0000) 

lnGDP 
0.3344 

(0.0000) 

lnLAND 
0.4074 

(0.0000) 

lnPOP 
0.1038 

(0.0004) 

YEAR 
0.0524 

(0.0000) 

CITY 
0.8795 

(0.0284) 

YEAR*CITY 
-0.0004 

(0.0280) 

Intercept 
-103.3926 

(0.0000) 

 

The model performs well, with 0.9109 adjusted R square. The coefficients of the independent 
variable and control variables are all significant, which statistically show each variable’s 
relationship with housing price.  

GDP per capita, land price and population are all positively related to housing price, which is 
consistent with the former researches’ results. The coefficient of GDP per capita is positive 
because a higher purchasing power means higher affordability of houses, which also increase 
people’s intention of buying houses. The relationship between land price and housing price is 
positive since land price is covered in the basic cost of exploitation of real estate. Land prices 
would affect the final selling price at a fundamental level. Also, a positive correlation between 
population and housing prices is shown. A growing population represents a growing demand 
in the real estate market. A large amount of demand creates a shortage in supply which result 
in rising in housing price. 

Above all, according to the regression results, the number of tourists visiting a city significantly 
has a negative relationship with the housing price of the city in China. A 1% increase in tourists 
will lead to a 0.12% decrease in housing price.  

The possible reason why the relationship between tourists and housing price is negative in 
China is that the development of local tourism does not keep up with the increase of tourists. 
Some scenic spots have exaggerated reputation and are over-commercialized. When tourists 
visit the city, they have unsatisfied travel experience and have bad impression on the city. Also, 
numbers of tourists visit the city will bring many problems to local people’s lives, if the 
administration and management of local government and scenic spots is poor. In this case, with 
noise and waste, tourists will impact local environment badly. The public security is hard to be 
maintained as the previous level. Therefore, the increase of tourists will eventually decrease 
the local housing price. 

The other reason why the relationship between tourism and housing price this paper finds is 
different from previous papers is that this paper uses different data. Compared with the tourist 
revenue some previous researches used, this paper differently uses the number of tourists as 
the independent variable to represent the local tourism level. Because the statistics of tourist 
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revenue is estimated, using the inaccurate data of tourist revenue will possibly lead to some 
mistakes. Furthermore, this paper uses latest and longer-period data and use cities’ data 
instead of province-level data, which is also one of the possible reasons for the negative 
coefficient.  

In addition, trying to prove the model performs better in explaining housing price, this work 
runs two more regressions: 

 

Model A: lnHOUSE = β1lnGDP + β2lnLAND+ β3lnPOP + ε 

Model B: lnHOUSE = β1lnGDP + β2lnLAND+ β3lnPOP + β4YEAR+ β5CITY + β6YEAR × CITY + ε  

 

Table 2: Regression results of Model A & B 

Variables Model A Model B 

lnGDP 
0.4963 

(0.0000) 

0.3048 

(0.0000) 

lnLAND 
0.3452 

(0.0000) 

0.3973 

(0.0000) 

lnPOP 
0.0322 

(0.0748) 

-0.0134 

(0.4661) 

YEAR  
0.0423 

(0.0000) 

CITY  
0.9111 

(0.0262) 

YEAR*CITY  
-0.0005 

(0.0261) 

Intercept 
0.1357 

(0.4935) 

-82.8833 

(0.0000) 

 

In the Model A, the coefficient of population and intercept are both insignificant. Meanwhile, 
the adjusted R square is only 0.8877, which is smaller than that of our model. It shows that only 
using GDP per capita, land price and population these three fundamental factors cannot 
successfully explain the housing price.  

In the Model B, the coefficient of population is insignificant. Meanwhile, the adjusted R square 
of the model is 0.9069, which is bigger than Model A’s but is still smaller than that of our model. 
It shows that using YEAR and CITY to control some other particular factors which are not 
covered in the regression is useful. However, Model B cannot explain the housing price as well 
as our model. Therefore, it is reasonable for us to add another variable, the number of tourists 
visiting a city, into the regression and get a model that can explain housing price better. 

5. Conclusion 

This research aims to find the relationship between housing prices and visiting tourists based 
on datasets of thirty-five main cities in China. Since the number of tourists visiting a city can 
reflect the comprehensive tourism level of the city to some extent, the number of tourists 
visiting a city can be used as a tourism index to explain the housing price of the city. By running 
the regression and analyzing the results, this paper concludes that the local tourism has 
explanatory power for the real estate market. The number of tourists has a negative impact on 
housing prices that a 1% increase in tourists leads to a 0.12% decrease in housing prices. It is 
suggested that government should develop the local tourism earning tourist revenue as well as 
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reduce the negative impact of tourism on the local housing price. In this case, in order to reduce 
the negative influence of tourism, the government should take action to maintain a healthy and 
sustainable environment for the development of tourism market keeping up with the increase 
of tourists. With better administration and management, local government can earn more 
tourist revenue to increase fiscal revenue and reduce the negative impact of tourism to ensure 
local people’s daily lives.  

Furthermore, there still exist some limitation of this research. This research only applies 
population, land price, and GDP per capita as fundamental control variables in the regression. 
In consideration of financial development, base building cost, different composition of tourist 
spots, and other factors, more research should be done and zooming in with each city’s 
specificity. 
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