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Term of Local Officials, Enterprise Resource Acquisition and Excess Capacity

GAN Chun-hui', ZOU Jun?>, WANG Jian®
(1. Shanghai Customs College, Shanghai 201204, China;
2. School of International Business Administration SUFE, Shanghai 200433, China)

Abstract: This paper discusses the causes of enterprise excess capacity from the perspective of the term of
local officials, and an empirical test is made by using the data of World Bank China—enterprise survey. The results
show that the 4"-5" year of tenure is the key period of promotion for the local officials, compared with other
periods of tenure, local officials have a higher probability of promotion during this period. In order to improve
economic performance, local officials have incentives to provide relatively more land and financing to enterprises in
this period. Compared with the officials improved from other city, officials improved from local city have more
ability to allocation resources and can provide more land and financing resources to enterprise. Compared with other
enterprises, state—owned enterprises can get land and finance easier. When the costs of key resources reduced,
enterprises have incentive to expand production capacity, leading a decline of capacity utilization rate, and then
excess capacity formatted. Therefore, the evaluation and promotion of local officials should base on the
comprehensive performance in their entire tenure, construct diversified index system of performance evaluation of
local officials, improve the exchange between remote officials appropriately, cultivate the market of land and
financial and other factors, strengthen the budget constraint of state owned enterprises.

Key Words: term of local officials; enterprise resource acquisition; excess capacily
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