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An Research on the Correlation between Excess Capacity of

Industry and Economic Fluctuation

SUN Wei, ShangYang

(Research Center of Quantitative Economics, Jilin University, Changchun 130012, China)

Abstract: In this article, comment on the formation mechanism of the excess capacity integrally. From the view of
the theory, Analyse deeply the excess capacity represent the production factor congestion state in which the factor
allocation efficiency and the technology efficiency are low in economics meanings. Put forward the hypothesis
about the correlation between excess capacity of industry and economic fluctuation, according to the factor
hoarding behavior which firms use when they face intertemporal decisions. Select 1996-2003 interprovincial
industry data and apply microeconometrics method-panel data to test the obvious correlation between excess
capacity and the corresponding province. Hereby analyse the characters of excess capacity in regional industry of
China.

Key words: excess capacity; production factor congestion; industry growth rate; panel data
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