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The Route to Resolve Excess Production Capacity .

Export or OFDI
ZHANG Xianfeng, JIJANG Muchao, LIU Youlu & WU Feifei
(Hefei University of Technology,230601)
Abstract: Facing the healthy development of China’s enterprises under the new normal, how to resolve
excess production capacity steadily is an important and realistic problem. Export and OFDI are two
alternative and important ways to solve the problem. This paper analyzes the internal mechanism of
export and OFDI to resolve excess production capacity and compares the differentiation effect of
enterprises’export and OFDI on overcapacity, using China’s panel data of A-share listed companies from
2007 to 2015. The results show that export is still the key factor to alleviate excess production capacity of
enterprises and OFDI has not become the main way to resolve excess production capacity. Though, the
increase of export will have negative feedback effect on resolving excess production capacity, this negative
effect cannot offset the positive effect of export on overcapacity. In theory, compared with export, OFDI
also has a certain mitigation effect on overcapacity. But China’s OFDI is in short time and the total
amount of OFDI is small, so the effect is minimal. The above conclusions are still robust after using
multiple estimation methods and substituting measure methods of variable. This study provides a micro-
level empirical evidence for the objective assessment of the relationship between export, OFDI and excess
production capacity. It also provides useful path reference and policy implications to further resolve
overcapacity reasonably.
Keywords: Excess Production Capacity, Export, OFDI, Exchange Rate Movement
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