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Deviation of behavioral objective, scale enlargement and profit decrease

An explanation of diseconomies of scale of state ~ owned enterprises

ZHOU Jian - feng' , WEN Min®
(1. School of Humanities and Social Science, Fuzhou University, Fujian Fuzhou 350002 ;
2. Yangen University, Fujian Quanzhou 362014, China)

Abstract: Chinas state — owned enterprises experienced a period of deficiency and the scale of state — owned
enterprises is asymmetrical to their economic profit. The deviation of behavioral objective of state — owned en-
terprises makes the scale of state — owned enterprises more and more enlarged, which result in diseconomies of
scale. Thus, " governments must be separated from enterprises" to cultivate effective competitive mechanism,
to break the monopoly of some enterprises, to let current large and medium - sized enterprises be separated in-

to many enterprises which depend on market transaction and to reduce the scale of the enterprises.

Keywords : scale economy; state — owned enterprise; income maximization
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