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Analysis of Causes and Impacts of Soft Budget Constraints
of Enterprises Based on Dynam ic Gam e for Three Players

Abstract This paper researches the behavior difference anong govemment banks and enterprises and how it affects soft

budget constraints of enterprises and non-perfom ing loans of banks based w ith dynam ic gane The gan emodel suggests

that govemm ent w ill give banks sane assistance and let than refinance enlerprises especially govemment has strong

ncentive to sustam SOEs in Chmna’ s transitional econany Banks will do it if the assistance fran goverment is more

than the loss fran refmance enterprises

banks’ refnancing old enterprises

In addition the value of liquidation of enteprises and the new loans affect

Key words soft budget constraints banks’ risk non-perfom ng loans dynamic gane
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