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( 1 )

How does factor price distortion affect China’s industrial overcapacity?

Empirical study based on provincial panel data
HAN Guogao HU Wenming

( School of Tnvestment & Construction Management Dongbei University of Finance and Economics Dalian 116025 China)

Abstract: With the panel data of 30 provinces in China during 2002—2014 this paper studies the effect of factor
price distortion on China‘s industrial overcapacity and tests its transmission mechanism investigates the heterogeneity effect
of factor price distortion on overcapacity. The results show that the total factor price distortion has a significant inhibitory
effect on the capacity utilization rate and aggravates overcapacity. The price distortion mainly affects industrial overcapacity
through investment effect innovation effect industrial structure effect and demand effect among which the investment
effect and demand effect are most important channels. The factor price distortions of capital labor and energy have different
effects on overcapacity and the effect of labor price distortion is biggest. The regional difference analysis shows that the
effect of factor price distortion on overcapacity in the eastern region is significantly higher than that in the central and west—
ern regions.

Key words: factor price distortion; overcapacity; SYS-GMM method; transmission mechanism; mediating effect model;

heterogeneity effect



