
P
os
te
d
on

26
A
u
g
20
22

—
C
C
-B

Y
4.
0
—

h
tt
p
s:
//
d
oi
.o
rg
/1
0.
31
12
4/
ad

va
n
ce
.2
03
63
18
1.
v
1
—

S
a
ge

P
re
p
ri
n
ts

ar
e
ea
rl
y
ve
rs
io
n
s
of

re
se
ar
ch

ar
ti
cl
es

th
at

h
av
e
n
ot

b
ee
n
p
ee
r
re
v
ie
w
ed
.
T
h
ey

sh
o.
..

Causes of Excess Capacity in the Manufacturing Sector

SAMIDH PAL1

1Affiliation not available

August 26, 2022

Abstract

This study analyzes the causes of excess capacity through the response of capital, labor, and capital intensity. Consequently,

we use the three-input CES estimation model. We randomly selected a centralized and a decentralized industry group for our

comparative analysis. By estimating the elasticity of substitution between (capital, labor) as a nest, and capital intensity for an

industry, we found that the centralized industry groups are facing the problem of excess capacity. Through this study, we discuss

the current government policies and the present scenario of a manufacturing plant. And then we suggested to policymakers,

i.e. how to resolve the problem of excess capacity through the expansion of manufacturing plants with advanced machinery.
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