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7. Conclusions and limitations

7.1. Conclusions

CSOEs account for a significant proportion of the Chinese economy. Motivating heads of CSOEs to work
hard and protecting the state-owned assets and interests of shareholders are important economic targets of
state regulators. As a performance supervisor, the SASAC is focused on evaluation and value creation, and
assesses the heads of CSOEs to these ends. However, accounting performance may not be a perfect indicator
of how CSOEs can fundamentally improve the philosophies and efficiency of their businesses. In addition,
CSOEs are often large because their monopolies lead them to hold large amounts of cash, whether intention-
ally or unintentionally. Facing serious agency problems, an enterprise may abuse its cash or store large
amounts of cash needlessly, resulting in a decline in corporate investment efficiency and ultimately leading
to a fall in the value of its cash holdings. The SASAC must determine how to motivate executives to work
hard, improve the investment efficiency of enterprises and enhance the value of their cash holdings. In
2010, it decided to fully implement EVA performance evaluations of CSOEs in an effort to improve business
efficiency.
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