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EHEHK, HEAWRAFWEF L., EFEHEFRIHXAHIAR
BRAERA “RIEEHRT, WHEME L ARG HEHN AW %R, EX
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B AN Ik Subsidy 30 156 0.003 0. 004 0. 000 0. 067
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Scale Expansion, “Creative Destruction”
and Overcapacity

—An Empirical Analysis of China’s Iron and Steel Firms

Honcar Ma
(China Agricultural University)

GUANGJUN SHEN"

(Sun Yat-sen University)

Abstract Based on Schumpeter’s “creative destruction” theory, this study explores the

inherent laws of capacity dynamics using data on iron and steel firms in China. The findings

are as follows: (1) The scale expansion brings a creative but not destructive enough dynamics

of capacity. (2) Scale expansion increases capacity utilization through obtaining frontier tech-

nology, and decreases capacity utilization through inhibiting the elimination of outdated ca-

pacity. This negative effect dominates the positive one. (3) Firm features, institutional and

market structure can explain why the elimination of outdated capacity is lagging. This study

has important policy implications for solving the over-capacity problem.
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