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The Effects of Reduced Pension Contribution Rate on
Wage and Employment: An Empirical Analysis Based on
Listed Companies

Lv Xuejing, He Zimian
(School of Labor Economics, Capital University of Economics and Business, Beijing 100070, China)

Abstract: Old-age insurance is an indispensable part of labor costs. Can the reduced contribution rate
raise wages and promote employment? This paper takes A-share listed companies in China from 2005
to 2015 as a sample and the situations of companies in Shandong province, which took the lead in re-
ducing the contribution rate, as a "quasi-natural experiment"”, and uses the classical DID method to
analyze the net effect of the policy on wages and employment. The research results show that, overall,
the policy of lowering contributions is beneficial to wage raises, and has no significant crowding-out
effect on the employment of enterprises. Further, it can be found that after policies start to come into
effect, the wage effect of state-owned enterprises is significantly positive. In addition, the wage and
employment effects of non-manufacturing enterprises are positive and negative respectively, while the
wage and employment effects of non-state-owned and manufacturing enterprises are not significant.
The above conclusions help to reveal the effect of cutting the pension contribution rate on the number
of employees and wage levels, enrich the relevant research on wages and employment, and to some
extent, shed some light on the reform of old-age insurance contribution rate in China.

Key words: old-age insurance; contribution rate; wages; employment; DID method

(WAEREE. WHEA)

« 69 -



