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This stud% analyzed the dynamics of the generation, persistence and
reduction of excess capacity in China, treating coal and steel industries as the object of case.
There are four major findings. First, regarding the generation of excessive capacity, soft budget
constraints in state-owned enterprises, especially subsidies for salvation, and opportunistic entry
behavior of small and medium private enterprises were both effective. Second, the government®s
excess capacity reduction policy has produced remarkable results in quantitatively reducing capacity
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economy was mixed industry by industry. Fourth, excess capacity reduction policy forced regional
economies to upgrade the economic development strategy.
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