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Measuring Capacity Utilization in China’s Industries:

A Panel Cointegration Method

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

Abstract: This paper aims to measure capacity utilization of china’s 36 Two-digit industrial sectors from 1980 ~ 2013
with a panel cointegration method which is put forward by Shaikh and Moudud(2004) . The result shows: (1) Capacity utili—
zation of china’s industry has experienced three cycles with the fluctuation of total economy; (2) Capacity utilization and in—
vestment rates synced in most of the period before 2008 but they are moving in opposite directions after 2008. (3) The eco—
nomic crisis in 2008 led to a significant decline of capacity utilization in almost all industrial sectors Government’s efforts in
control overcapacity have made Little effect the rate of capacity utilization is still going down. (4) Overcapacity is a structur—
al phenomenon rather than a comprehensive one Most light industries are running in low capacity utilization however the
majority of heavy manufacturing sectors are still running at a high level. The research is helpful to distinguish the cyclical
characteristics and structural characteristics in China’s current excess capacity.

Key words: panel cointegration; industrial sectors; capacity utilization; structural excess capacity; cyclical excess ca—

pacity



