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Overcapacity treatment, industrial structure optimization and
technological innovation: An empirical analysis based on

Chinese provincial industrial data
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Abstract: Based on the measurement of capacity utilization rate and technological innovation level of
30 provinces and cities in China from 2000 to 2016, this paper examines the impact of overcapacity
treatment on technological innovation, and uses the mediating effect model to test its transmission
mechanism. The research results show that overcapacity treatment can promote technological innovation.
In the process of overcapacity treatment, it will promote technological innovation in Chinese industrial
sector by improving industrial concentration and industry technology intensity. The overcapacity treatment
in the eastern region has a greater impact on industrial technology innovation than in the central and
western regions, and there are also differences in inter-regional transmission mechanisms. The eastern
region is transmitted through industrial concentration and industrial technology intensity, while the central
and western regions are only transmitted through industrial concentration. After the occurrence of financial
crisis, overcapacity treatment has larger influence on industrial technological innovation. Based on the
research results, it is believed that we can resolve the current overcapacity problem from three aspects:

promoting the merger and reorganization, and improving the industrial concentration; helping transform
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and upgrade, and improving the industrys technology intensity; encouraging technological innovation, and
achieving de-capacity.

Key words: overcapacity; capacity utilization rate; technological innovation; mediating effect
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