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N 300 300 300 300 300 300 300 300 300
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A Study of the Effect of Chinese Industrial Policy on Industrial Sector Overcapacity

An Empirical Analysis Based on China ‘s Provincial Panel Data

ZHAO Qing
(Zhongshan Institute , University of Electronic Science and Technology, Zhongshan 528402 ,China)

Abstract: Whether Industrial policy has caused China’s overcapacity is controversial. Based on the panel data of China from 2001 to
2011, the empirical results show that industrial policy has a significant positive effect on the formation of overcapacity. Although indus-
trial policy has improved the technical efficiency of industrial sectors, the expansion of production capacity caused by industrial policy
has significantly reduced the equipment utilization rate of the industry. In regions with low level of economic development, local govern-
ments are more likely to impose incentive distortions and the possibility of causing surplus is greater; improving marketization is condu-
cive to weaken the incentives of local governments to implement industrial policy distortions, reduce the degree of mismatch of policy
resources, and ease the positive impact of the industrial policy on overcapacity.

Key Words: Industrial policy; Overcapacity; Capacity utilization
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