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PRC Labor Law: Recent Developments Regarding Social Insurance, Payment of
Wages and Judicial Interpretation

By Zhang Li, Glori Norwitt & Stephen Sonnenberg 

1.  National Measure on
Examination of Social Insurance
Records, issued by the Ministry
of Labor and Social Security,
effective April 1, 2003
(“Measure”)

The People’s Republic of China
(“PRC”) Bureau of Social Insurance
(“Bureau”) is responsible for ensuring
that mandatory social insurances are
paid by employers in the PRC. The
new Measure specifies some of the
Bureau’s relevant powers, which have
been ambiguous until now.
The Measure notes that the Bureau is
responsible for inspection of employ-
ers’ social insurance records.
Pursuant to the Measure, the Bureau
may inspect an employer’s records in
response to an employee’s complaint.
The Bureau may also do so randomly
on three days’ advance notice so long
as it specifies the type of information
to be inspected. However, in a “spe-
cial case” such notice is not required.
Unfortunately, the Measure does not
define the term “special case.”

The Measure provides that the
Bureau may demand that employers
supply the following information: the
number of employees, wages and
social insurance paid, financial state-
ments and accounting records. (The
terms “financial statements” and
“accounting records” are not defined,
but likely include balance sheets and
P&L statements). In addition, the

Measure empowers the Bureau to
copy, tape or videotape any employer
information relevant to payment of
social insurance.

If an employer refuses to cooperate,
the Bureau may apply to the local
Bureau of Labor and Social Security
for an administrative order to compel
the employer either to cooperate or
rectify any underpayment of social
insurance.

2.  Shanghai Measure on
Payment of Wages, effective 
April 1, 2003 (“Shanghai
Measure”)

In addition to the requirements set
forth in the National Labor Law, the
Shanghai Measure mandates that vari-
ous types of enterprises and organiza-
tions, including foreign investment
enterprises, pay wages in currency
(i.e., not by means of goods or com-
modities) on a monthly basis.
However, if the employer suffers
operation or production difficulties
which result in cash flow difficulties,
the employer may extend the pay day
for one month (after concurrence
with the labor union), provided that it
reports the delay to the local Bureau
of Labor and Social Security.
Because the ambiguous phrase “oper-
ation or production difficulties” is not
further defined in the Measure,
employers will want to monitor local
officials’ and the Bureau of Labor
and Social Security’s interpretation of
this phrase.

In addition, the Shanghai Measure
mandates that employees on proba-
tion may not be paid less than the
Shanghai local monthly minimum
wage, which currently is RMB 535
(approximately US$65).

3.  Judicial Interpretation
Document released by the
Shanghai High People’s Court

The Shanghai High People’s Court
(“Court”) recently set forth rules for
judicial intervention in and interpreta-
tion of certain labor disputes. First,
any labor dispute by a foreign
employee arising from illegal employ-
ment shall be handled as a civil case.
Previously, the Court and the Labor
Dispute Arbitration Committee typi-
cally declined to handle these disputes
on the ground that illegal employees
were unprotected by the law. This
new rule extends court protection to
illegal foreign employees for the first
time.
Second, in relation to labor disputes
relating to wages or other remunera-
tion which are either delayed or
embezzled by the employer, the
statute of limitations (which is 60
days pursuant to the PRC National
Labor Law) no longer begins to run
from the date of payment due.
Instead, it does not begin to run until
the date the employee demands pay-
ment and the employer refuses to pay.
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