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Has China’s Labor Contract Law Worked? Evidence from

China Employer— Employee Survey
Qu Xiaobo
( Institute of Population and Labor Economics Chinese Academy of Social Sciences;
Center for Human Resources Research  Chinese Academy of Social Sciences)
Abstract: Most existing literature on the Labor Contract Law in China is one-side discussion either
from the perspective of firms demand or from the viewpoint of workers characteristics. Using data from
China Employermployee Survey this paper analyzes firms” heterogeneity in the implementation of
the Labor Contract Law ( LCL) and its impact on workers. The main results are as follows. First
with economic development firms” incentive to comply with the LCL will increase and the share of
workers who have a labor contract will also increase. Second signing labor contracts significantly
increases workers” possibility of being protected under social security systems and wages are also
positively affected by labor contract. Third employment protection will get stronger with the increase
in the term of a labor contract and the effect is robust under different specifications. Fourth larger
firms and firms with higher capitaldabor ratio are more likely to comply with LCL.  while private and
labor-intensive firms are less likely to comply with the LCL. The focus of policy adjustments should
move from whether the implementation of the LCL has increased firms” labor cost to how to perfect the
LCL implementation based on firm and worker heterogeneity.
Keywords: Labor Contract Law employer heterogeneity employee heterogeneity —implementation
effect impact mechanism
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