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Research on Measurement Volatility and Causes of Excess
Production Capacity of Chinese Manufacturing Industries

Han Guogao Gao Tiemei Wang Liguo Qi Yingfei and Wang Xiaoshu

( Dongbei University of Finance and Economics)

Abstract: Based on production cost and equilibrium theory in microeconomics first this paper makes use of cost function
method proposed by Berndt & Morrison( 1981) and the Generalized Method of Moments of Panel model to measure the
capacily utilization rate of twenty-eight heavy industries and light industries of China from 1999 to 2008 respectively
according to which we get seven industries with excess production capacity and then analyze the features of volatility on
manufacturing industry development; and then establishes a varying parameter panel model which makes use of empirical
analysis to prove that the investment in fixed assets is the direct cause of the excess production capacity for the seven
industries with excess production capacity. In response to the phenomenon of the macro—control policies have little effect on
curbing investment in fixed assets we elaborate the underlying causes of excess production capacity.

Key Words: Excess Production Capacity; Cost Function Method; Features of Volatility; Fixed Assets Investments; Panel
Data Model
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Global Climate Governance: An Equitable and Efficient Approach

The Task Force on Climate Change

( Development Research Centre State Council China)

Abstract: This paper proposes an intenational cap and trade system to address the climate issue. The global cumulative
anthropogenic CO, cap from industrial revolution to the middle of 21™ century that could limite the global warming within
2% is entitled equally to each individual person. So each countrys emission account is entitled with an original budget
based on its current population. Currently the developed economies run huge deficits while developing ones surpluses. But
it is not the case that deficit-counties are not allowed to emit in the coming four decades. On the contrary this proposal
allowed those countries with higher emission productivity to emit more than their original budget if and only if they could
balance their account by the middle of 21" century throw the approaches such as buing from other countries technology
transfer etc. That emission trade arrangement will lead to efficient allocation of scarce emission cap.

Key Words: National Emission Account; Cap and Trade; National Emission Reduction Performance Index
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