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Is Capital Price Distortion an Accelerator for Overcapacity?

An Empirical Study Based on the Intermediary Effect Model
Yang Zhenbing' and Chen Xiaohan®
(1:School of Economics, Nanjing University of Finance and Economics;2;School of Finance,

Shandong University of Finance and Economics)

Abstract: This paper uses panel data of 31 provinces of China from 2001 to 2013 to calculate the
overcapacity index on the provincial level, and examines the direct and indirect effects of capital
price distortion on capacity utilization. We find that there 1s a serious distortion that the marginal
product of capital is greater than the cost price in China’ s industrial sector. Affected by the sharp
decline of capacity utilization on the production side, the degree of overcapacity shows an
increasing trend. On the one hand ,the capital price distortions accelerates the impact of investment
on worsening overcapacity through incentive investment behavior.On the other hand,it hinders the
improvement of capacity utilization rate by inhibiting technical progress. Therefore, the final
performance of the capital price distortions on production capacity utilization is negative.The rapid
expansion of the production scale through low investment cost is the cause of the deterioration of
overcapacity, and this phenomenon can be gradually alleviated by improving the price
determination mechanism of factor markets.
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Shadow Banking and Business Cycle in China
Zhuang Ziguan', Shu Peng’ and Fu Zhiming’
(School of Finance, Zhongnan University of Economics and Law; School of Economics,

Huazhong University of Science and Technology; School of Economics, Sichuan University)

Abstract; Financial intermediation is aimed at improving the efficiency of economic operation and
resource allocation, so it has a great impact on the macro economy.With the rapid development of
China’ s shadow banking system, this paper analyzes the impact of the shadow banking system on
China’ s macroeconomic fluctuations based on DSGE model.The numerical simulation results show
that shadow banking system could increase the instability of credit market, and also amplify the
fluctuation of output and investment.The principal—agent problems in shadow banking system and
the adjustment of risk preference of shadow bankers on borrowers are the important factors in the
expansion of business cycle.

Keywords: Shadow Banking, DSGE Model , Business Cycle
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