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The Accounting Identity about the Aggregate Production

Function and the True Meaning of Total Factor Productivity

XIE Fusheng, ZHANG Tianxiao, ZHANG Junfu
(School of Economics, Renmin University of China, Beijing 100872)

Abstract: Based on the existing research on the accounting identity problem, this article discusses
the accounting identity, the aggregate production function and the true meaning of total factor pro-
ductivity. Firstly, this article summarizes the relationship between several types of aggregate pro-
duction functions and the accounting identity, then gives a general method for constructing the ag-
gregate production function through accounting identity. Next, we explore the relationship between
the method of measuring total factor productivity, such as parameter method and non-parametric
method, and accounting identity. Finally, the macroeconomic data of China from 1993 to 2016 is
used to verify the true meaning of total factor productivity measured by Solow residual method,
and as an example, the method of measuring technology with total factor productivity is ques-
tioned.

Key words: Total factor productivity; Accounting identity; Aggregate production function; Allo-

cation function
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