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The Impact of Implementation of ‘Social Insurance Law of
the People’s Republic of China’ on Enterprise Innovation

WANG Chao-cai', LI Tian-shu’

(1.Chinese Academy of Fiscal Sciences, Beijing 100142, China;
2.Graduate School, Chinese Academy of Fiscal Sciences, Beijing 100142, China)

Abstract: The 20th National Congress of the Communist Party of China put forward that ‘Talent is our primary resource
and innovation is our primary driver of growth’ . As a major part of scientific and technological innovation, enterprises
cannot be separated from the support of talents, and the development of talents is based on the protection of the legitimate
rights and interests of workers. Therefore, it is of great practical significance to explore the impact of the implementation of
the Social Insurance Law of the People’s Republic of China on enterprise innovation. Taking the implementation of the
Social Insurance Law in 2011 as a  ‘Quasi-Natural’ experiment, this paper uses the data of A-share listed companies in
Shanghai and Shenzhen from 2007 to 2016 to test the impact of the implementation of Social Insurance Law on enterprise
innovation through the DID method. It is found that the implementation of the law can significantly promote enterprise
innovation, and the positive effect is significant in the long run. The results of heterogeneity analysis show that the
implementation of the law has a stronger promoting effect on the innovation of non-state-owned enterprises, high-tech
industries, enterprises with low actual social insurance payment rates, and enterprises in the start-up and mature stages.
The mechanism analysis results show that the implementation of this law strengthens the supervision of social insurance
contributions and the protection of labor employment, which could increase the labor cost of enterprise. At this time,
enterprises have the motivation to resist the risks of profit decline by improving labor productivity. In this way, enterprises
can be encouraged to replace labor with capital factors with lower relative prices, which ‘force’ the improvement of
enterprise innovation ability. The research of this paper enriches the literature in the field of evaluating the implementation
effect of the Social Insurance Law. It provides reference for guiding the rational allocation of enterprise resources, promoting
the upgrading of industrial structure and improving the incentive and compensation mechanism of social insurance.

Key words: social insurance law; enterprise innovation; social insurance contributions; labor cost; DID model
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