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Dual Operational Objectives of SOEs and
TFP Accounting Microfoundation

X1 WANG YuaN SHU Guower CAl
(Zhongshan University)

Abstract In the period of economic transition, China's state-owned enterprises (SOEs)
have both profit and quantity objectives due to their special property-rights arrangements.
This leads to the violation of the traditional TFP growth accounting rationale. With this back-
ground, we prove that the traditional TFP accounting will systematically underestimate the
true TFP growth rates of both SOEs and the whole economy. New accounting formulas are
then derived based on SOEs’" actual behavior. Under some assumptions, our empirical study
demonstrates that the annual TFP growth rate is higher than that with the traditional method
by 1.8 percentage points.
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