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Do the Relationships among Governments and Enterprises

Affect Capacity Utilization of China’ s Manufacturing Enterprises?

ZHANG Longpeng JIANG Wei
( School of Economics Nankai University Tianjin 300071 China)

Abstract: Reducing overcapacity of economy is the critical path for achieving China’ s economic transformation and up—
grading. Based on the investment climate survey of World Bank for Chinese enterprises in 2005 and 2012 the paper studies
the impact of the relationships among governments and enterprises on capacity utilization of Chinese enterprises. The study
supports that excellent relationships among governments and enterprises upgrade capacity utilization of enterprises. What’ s
more the impact of the relationships among governments and enterprises on capacity utilization of enterprises is more signifi—
cant in those regions whose formal institutional environment is imperfect. The research shows that the relationships among gov—
ernments and enterprises are an important measure of government intervention in microeconomic behavior. Inappropriate gov—
ernment intervention will increase overcapacity of China’ s manufacturing industry. The government should gradually reduce
the impact of government-enterprise relations on enterprises capacity utilization strengthen the formal institutional system to
restrict government power build modern service-oriented government.

Key words: the relationships among governments and enterprises; government intervention; formal institutional environ—

ment; capacity utilization; overcapacity



