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“Cutting Overcapacity” and Systemic Risk Prevention in China

ZHANG Shaodong WANG Daoping FAN Xiaoyun
(Nankai University, Tianjin, China)

Abstract: Utilizing the panel data of listed companies in China from 2007 to 2019, this paper studies the impact
of “cutting overcapacity”, as part of the effort of deepening supply-side structural reform, on the marginal contribu-
tion to systemic risk of Chinese enterprises in industries with “overcapacity” based on the DID model, and further in-
vestigates its mechanism. This paper finds that the policy of “cutting overcapacity” has a significantly negative effect

‘

on the marginal risk contribution of enterprises in industries with overcapacity having been cut, that is, the “cutting
overcapacity” policy has effectively reduced the marginal effect of systemic risk of enterprises in industries with “over-
capacity” in China. The mechanism analysis shows that the “cutting overcapacity” policy has reduced the marginal
contribution of systemic risk of enterprises in industries with “overcapacity” by improving their operating conditions
and profitability, thus helping to avoid the accumulation of systemic risk and prevent systemic crisis. The conclusion
of this paper is of great significance for China to deepen the “supply-side structural reform”, especially for the steady
implementation of the “cutting overcapacity” policy.
Keywords: Supply-side Structural Reform; Overcapacity; Cutting Overcapacity; Systemic Risk
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