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Abstract

Abstract

China’s Steel industry production capacity surplus has been the norm, Now
there were two factor which market participants’ profit and loss changes-- industry
capacity utilization and conversion of relative position in the processing cost curve.
Former is cycle-oriented changes in demand, while the latter mainly in the
medium-term profitability of the industries. Steel enterprises, whether state-owned
or private , can not change the industry cycle, but they can optimize their market
position in the understanding of the cycle. There are two possibilities for the
improvement of steel industry, one is the rise in capacity utilization in the stage of
industry cycle changing, on the other hand is the displacement of the relative
position of the supply structure. But in a mature stage of industry, companies such as
to achieve sustainable development, need to break through the existing models and
frameworks, to face and solve problems arising in the course of business.

In this paper, Bao steel company and Angang steel company were compared.
Angang steel company occurred massive losses In 2011 and 2012, it is a typical
representative of the transition process in China’s steel industry, and stay on the steel
processing industry cost curve high. Bao steel company is also China’s largest listed
steel companies, through differentiation strategies to improve the competitiveness of
enterprises, Bao steel company stay on the steel processing industry cost curve lower.
This paper compare the accounting policies of the two companies, corporate debt,
corporate earnings, operational capability and factors decomposition to reflect the
actual operating capacity of the two types of steel mills; finally, through the
analyzing of two steel company’s problems, there are several recommendations for
Angang steel company and Bao steel company.

Through this research, Bao steel’s financial situation is significantly better than
angang, for the industry overcapacity problems, Bao steel company take measures to
improve operation, while Angang steel company is facing severe deficits situation.
But two companies are not out of the industry cycle changes. In the future
development, the two companies must strive to change the development models,
through learning Japanese advanced operational capabilities. Finally, I hope this

article is to promote the restructuring of state-owned steel mills in China , to identify
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the problems in the existing management system, and to improve operational

efficiency on providing some inspiration and reference.

Keywords: Productivity ; Financial analysis ; Steel Industry.
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