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Social Security Contribution Rate, Participation
Probability and Contribution Level: An Empirical Study
on Contribution Evasion of Employees and Firms
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Abstract This paper estimates the effects of social security contribution rate on contri-
bution evasion behavior of both employees and firms in China, using data from China’ s Ur-
ban Household Survey and China Industry Business Performance Database. Our findings are
as follows. First, a higher statutory contribution rate reduces the probability of firm partici-
pation in the social security system, but has no impact on that of employee participation. Sec-

ond, a rise in the statutory contribution rate enlarges the difference between statutory and ac-

* Corresponding Author; Lei Zhang, Antai College of Economics and Management, Shanghai Jiao Tong
University, Shanghai, 200030, China; Tel: 86-21-52301571; E-mail: z1ei89(@ gmail. com



372 ( ) 15

tual contribution rates. We also find that contribution evasion are more likely to happen a-
mong employees with higher education level and higher position, older employees, and those
working in state-owned firms. The situation is similar for middle-sized, small-sized enterpri-
ses sand private enterprises. Furthermore, firms in cities with more migrant workers are
more likely to evade the contribution.

Key Words social security contribution rate, participation probability, contribution level
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