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The Puzzle of Social insurance contributions on efficiency in capital market:
Based on financial statement comparability

Abstract: This study examines whether and how the changes in labor costs influence the financial
statement comparability in emerging markets, by exploiting a quasi-natural experiment, specifically, the
implementation of China's Social Insurance Law. Using a large dataset of non-financial firms in China and
adopting a difference-in-differences design, we find that the accounting comparability of labor-intensive
enterprises increases by 14.4% compared with the average. Two channels of this impact are identified: (i)
Increasing labor costs encourage firms to upgrade their human capital structure, which, in turn, enhances the
accuracy of accounting information and enhances internal control; (ii)Enhanced labor protection provides firms
with more incentive to improve financial statement disclosure for the purpose of alleviating the debt financing
constraints. The above conclusions are still robust after performing parallel trend tests and placebo tests, adding
high-dimensional fixed effects and conducting a battery of robustness checks. This paper enriches the relevant
literature in the interdisciplinary field of "labor and accounting", provides a novel perspective for a deeper
understanding of the intricate influencing factors behind the accounting comparability, and is of great
significance for comprehensively examining how the labor protection system can improve the capital market
resource allocation efficiency and provides supporting evidence for further developing and perfecting the social
insurance policy.
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VarName  Obs Mean SD Min P25 Median P75 Max

CompAcct 15643  -0.0104 0.0054  -0.0328 -0.0123 -0.0092 -0.0068 -0.0036

Treat 15643  0.4993 0.5000  0.0000 0.0000 0.0000 1.0000 1.0000
Post 15643  0.7153 0.4513  0.0000 0.0000 1.0000 1.0000 1.0000
Size 15643  22.3878 1.2949  19.9233 21.4694 222295  23.1584 = 26.2207
Roa 15643  0.0338 0.0529  -0.1860 0.0112 0.0299 0.0568 0.1905
Debt 15643  0.4903 0.1939  0.0774 0.3466 0.5005 0.6375 0.8941
MB 15643  0.3171 0.1494  0.0558 0.2076 0.2946 0.4013 0.7819
CFV 15643  0.0458 0.0389  0.0027 0.0192 0.0343 0.0600 0.2079

Growth 15643  0.4215 1.3096  -0.7160 -0.0459 0.1179 0.3930 9.9001
Mana_Shr 15643 0.0362 0.0986  0.0000 0.0000 0.0001 0.0024 0.4901
Ctl Rate 15643  0.3547 0.1503  0.0830 0.2350 0.3352 0.4633 0.7397

Ins_Shr 15643  0.5010 0.2044  0.0137 0.3692 0.5134 0.6495 0.9132

Board 15643  2.2912 0.1782  1.7918 2.1972 2.3026 2.3026 2.7726
Dual 15643  0.1683 0.3741  0.0000 0.0000 0.0000 0.0000 1.0000
Age 15643  2.5567 0.4317 1.6094 2.3026 2.6391 2.8904 3.2958
SOE 15643  0.5970 0.4905  0.0000 0.0000 1.0000 1.0000 1.0000
BIG4 15643  0.0724 0.2592  0.0000 0.0000 0.0000 0.0000 1.0000

OPINION 15643  0.9738 0.1598  0.0000 1.0000 1.0000 1.0000 1.0000
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(1) 2) 3)
Dep. Var.
CompAcct CompAcct CompAcct

©0.0015/0.0104=0.144



TreatxPost 0.0015%*** 0.0016*** 0.0015%***

(0.0003) (0.0003) (0.0003)
Size 0.0003** 0.0004***
(0.0001) (0.0001)
Roa 0.0143%** 0.0125%**
(0.0016) (0.0016)
Debt -0.0026*** -0.0027***
(0.0007) (0.0007)
MB 0.0014%* 0.0010*
(0.0006) (0.00006)
CFV -0.0026* -0.0023
(0.0015) (0.0015)
Growth 0.0000 0.0000
(0.0000) (0.0000)
Mana_Shr 0.0014
(0.0011)
Ctl_Rate 0.0013
(0.0009)
Ins _Shr -0.0016%***
(0.00006)
Board 0.0003
(0.0005)
Dual -0.0002
(0.0002)
Age 0.0004

(0.0006)



SOE 0.0001

(0.0003)
BIG4 -0.0005
(0.0004)
Opinion 0.0030%**
(0.0004)
Constant -0.0110%** -0.0184%%** -0.0233%**
(0.0001) (0.0031) (0.0034)
Year Yes Yes Yes
Firm Yes Yes Yes
N 15643 15643 15643
Adj. R2 0.5709 0.5910 0.5978
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(1) () 3)
Dep. Var.
CompAcctd CompAcct_exp CompAcctd_exp
Treatx Post 0.0005*** 0.0014*** 0.0006***
(0.0001) (0.0003) (0.0002)
Constant -0.0056%** -0.0220%** -0.0070%**
(0.0019) (0.0036) (0.0026)
Controls Yes Yes Yes
Year Yes Yes Yes
Firm Yes Yes Yes
N 15643 15643 15643

Adj. R2 0.5263 0.5904 0.5165
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CompAcct CompAcct
Treat _cons>Post 0.0245%**

(0.0045)
Treat_g3>Post 0.0018***

(0.0003)

Constant -0.0382%** -0.0228***

(0.0045) (0.0041)
Year Yes Yes
Firm Yes Yes
N 0.7438 0.7534
Adj. R2 0.7438 0.7534
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i, SRHL 2008 F-AF A REAALER AN K AL BSR4 o 3R 6 SRR, AR R Trear<Placebo
Treat_consxPlacebo . Treat_g3xPlacebo WA REAEE, HRES B EMEREARR
IR R I A BRI, Ul A SCEE RARAE .
® 6 REAMME: HBORLHEMHRIT=4 (2008)

() 2 (©)) “ (% (6)
Dep. Var.

CompAcct CompAcct4  CompAcct exp  CompAcctd_exp CompAcct CompAcct
TreatxPlacebo 0.0003 0.0001 0.0005 0.0003

(0.0003) (0.0002) (0.0003) (0.0002)
Treat_cons>Placebo 0.0070

(0.0053)
Treat_g3*Placebo -0.0001
(0.0002)

Constant -0.0221***  -0.0044** -0.0205°%** -0.0056* -0.0272%**  _0.0217***



(0.0040) (0.0022) (0.0042) (0.0029) (0.0059) (0.0040)

Controls Yes Yes Yes Yes Yes Yes

Year Yes Yes Yes Yes Yes Yes

Firm Yes Yes Yes Yes Yes Yes

N 12632 12632 12632 12632 12632 12632

Adj. R2 0.5675 0.5125 0.5620 0.4972 0.5676 0.5674
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(6] 2) 3)
Dep. Var.
CompAcct CompAcct CompAcct
Treat*Post 0.0006** 0.0014%** 0.0005*
(0.0003) (0.0003) (0.0003)
Constant -0.0168*** -0.0223*** -0.0163%**
(0.0032) (0.0035) (0.0035)
Controls Yes Yes Yes
Firm Yes Yes Yes
YearxIndustry Yes No Yes
YearxProvince No Yes Yes
ProvincexIndustry No No Yes
N 15643 15643 15643

Adj. R2 0.6713 0.6021 0.6615
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® 8 MERXK
(1 ) 3)
Dep. Var.
CompAcct CompAcct CompAcct
TreatxPost 0.0015%** 0.0015%** 0.0015%**
(0.0003) (0.0005) (0.0004)
Constant -0.0233 %% -0.0233*%** -0.0233 %%
(0.0034) (0.0027) (0.0031)
Controls Yes Yes Yes
Year Yes Yes Yes
Firm Yes Yes Yes
Cluster Firm & Year Industry & Year Province & Year
N 15643 15643 15643
Adj. R2 0.5978 0.5978 0.5978
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fE~2014 £E. 2006 £E~2014 £E. 2007 E~2014 IREABEAT200T.  (2) HFEFE] 2007 H[EH
SV EURAR B DL K 2008 ARG RGN F2 M , A SRR A PR E 7 2009 :~2018 4.
2009 ££~2019 4E. 2009 ££~2020. 2009 5E~2014 FEFAT0H1.  (3)  (RESREIE) 1Y

BIX—FHFRALE 2011 5 7 Ay, (HHE R AE T 2 J5 v] B 75 2 — B [a] 7 %
NN BEARGER . AR BEARZEN, KRG T HAREH & 9FERFEA (B 2011 4FFE 4D
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Dep. Var. 20052014 20062014 2007-2014  2009-2018  2009-2019 2009-2020  2009-2014 kR 2011 4F

CompAcct CompAcct CompAcct CompAcct CompAcct CompAcct CompAcct CompAcct

Treat<Post 0.0010%** 0.0010%** 0.0010%** 0.0013%** 0.0014%*** 0.0014%*** 0.0009%** 0.0017***

(0.0003) (0.0003) (0.0003) (0.0003) (0.0003) (0.0003) (0.0002) (0.0003)
Constant -0.0289%** -0.0278%** -0.0258%** -0.0227%** -0.0204%** -0.0212%** -0.0262%** -0.0238%**
(0.0051) (0.0055) (0.0060) (0.0040) (0.0038) (0.0039) (0.0069) (0.0035)
Controls Yes Yes Yes Yes Yes Yes Yes Yes
Year Yes Yes Yes Yes Yes Yes Yes Yes
Firm Yes Yes Yes Yes Yes Yes Yes Yes
N 9178 8691 8032 10766 11858 12966 6501 14577
Adj. R2 0.6140 0.6236 0.6291 0.6564 0.6328 0.6324 0.6712 0.6028
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0.0122. 0.0109 #10.0122, HIFTE 1%KF ERZE. XN ERHORIER AN J7 5%
CER B AR LR P2 AL TR IOUE . BRAh, A SO A ST AE N BUA RS E N
JIFE ARG S BACH T 87 AT R @ A g, 32 B R R AR S AR 4k

R 10 “AABEEABRFL” HIENELER

Panel A: 504 NV G NEL (MAS)

(1 2 3) “4)
Dep. Var.
MAS F MAS F2 MAS Ave3 MAS
TreatxPost 0.0123*** 0.0122%*** 0.0109*** 0.0122%***
(0.0040) (0.0037) (0.0030) (0.0036)
Constant -0.0279 -0.0037 0.0059 -0.0256
(0.0463) (0.0439) (0.0423) (0.0495)
Controls Yes Yes Yes Yes
Year Yes Yes Yes Yes
Firm Yes Yes Yes Yes
N 10427 10632 9962 8572
Adj. R2 0.7225 0.7269 0.7412 0.8146
Panel B: #ff 5042 NEUAFI AL (MAS BAC)
(1) 2) €) 4)
Dep. Var.
MAS BAC F MAS BAC F2 MAS BAC Ave3 MAS BAC
TreatxPost 0.0200%** 0.0287*** 0.0319*** 0.0195%*
(0.0095) (0.0107) (0.0096) (0.0084)
Constant -0.1061 -0.1139 -0.0662 -0.0706
(0.1622) (0.1415) (0.1383) (0.1631)
Controls Yes Yes Yes Yes
Year Yes Yes Yes Yes
Firm Yes Yes Yes Yes
N 9149 9408 8925 7282




Adj. R2 0.7438 0.7534 0.7515 0.8624

HETLER T (2021) W%, A BGRB8 AR B AR S U E Al A
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P AR B R AR A B A AR KT AT REAELE B ) @, AN SCIRAE 4347 MV PR A Al B
AT LCAE A EON T, SRR ARG S AL N E i S5 KA AT RN

R 1 BSEgs b, 21 (1) F%] (2) W) Treatx Postx Lev_Interest] dum fil
TreatxPostxLev Interest2 dum Z%537)4-0.0006 F1-0.0005, H. 73 FI7E 1%H1 5%7/KF L
B2 XUl A A BUKFRARE b, CRERERVE) I SEitixs T2 115 BT B
SN EE R, HRFEAE T, MM EH (Modigliani & Miller, 1963) #5H, X TR fK
SRR AR, 153 55 Rk 5% T T S RIS 50N PR LB RO DR T B 7 M 238 i I R W 45 I 5 1) 47
RN, PRI, A B ARAT AT A 1 Aol B g e 3 o G oA 2 A7 53 AR IR &« 53 91
IR AT K R AV R FSAS A1 32 BOEE 57 Sh R 4P I I, Al 3545 AT e FH A7 5 S
IE R B AN RS Tam i ae

A, ASCAER (KIME R HAE SO TR i AR s/ (KIS R A i +—
R /S BTN AR AR A L A KT B BT S AT R A B, 3R
iRz (3> 7 (4) P, MRGWARKAELFIEENL.

xR 1 “BREBBEHMN” BIE AR

(1) ) €) “)
Dep. Var.
CompAcctind  CompAcctind ~ CompAcctind ~ CompAcctind
TreatxPost 0.0024%** 0.0023*** 0.0021*** 0.0021%***
(0.0004) (0.0005) (0.0004) (0.0004)
Lev_Interest] Dum 0.0007%**
(0.0002)
TreatxPostxLev Interest] Dum -0.0006**
(0.0002)
Lev_Interest? Dum 0.0005%**
(0.0001)
Treatx PostxLev_Interest2 Dum -0.0005**

(0.0002)



Bankloanl_Dum 0.0004%**

(0.0001)
TreatxPostxBankloanl Dum -0.0004*
(0.0002)
Bankloan2 Dum 0.0004**
(0.0001)
Treatx Post*Bankloan2 Dum -0.0004*
(0.0002)
Constant -0.0232%%** -0.0234%%** -0.0232%%** -0.0233%**
(0.0034) (0.0034) (0.0034) (0.0034)
Controls Yes Yes Yes Yes
Year Yes Yes Yes Yes
Firm Yes Yes Yes Yes
N 15643 15643 15643 15643
Adj. R2 0.5990 0.5987 0.5983 0.5982
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ARG BIT IR T EENERESESEBOE G~ BT GESREE) 158
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