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With the rapid development of the People’s 
Republic of China’s (“PRC”) economy and the 
virtual explosion of its manufacturing sector, 
work-related injuries and illness have gained 
increased attention inside and outside the PRC.1    
Not surprisingly, one of the most important 
new labor laws at the central government level 
in 2003 was the Regulations on Insurance for 
Work-related Injury (“Work-related Injury 
Regulations”)2 promulgated by the State Council 
on April 27, 2003.  Coupled with four ministerial 
decrees issued by The Ministry of Labor and 
Social Security (“MOLSS”) in 2003 (Decrees 
16, 17, 18 & 19), the Work-related Injury 
Regulations afford PRC 
employees increased 
protection from work-
related injury and illness.  

Three of the MOLSS 
decrees (Nos. 17, 18 & 
19) will take effect on 
January 1, 2004, and one 
(No. 16) is already in 
place.  MOLSS Decrees 
Nos. 17 through 19 will 
replace the current Trial 
Methods on Work-related 
Injury Insurance for 
Enterprise Employees3  
issued by the MOLSS 
on August 12, 1996 (the “1996 Trial Methods”).  
The new regulations impose a variety of changes, 
several of which are discussed below.  

MOLSS Decree No. 16:  Social Insurance 
Inspection

Decree No. 16 is intended to tighten control 
over the PRC social insurance system and the 
government agencies that disburse funds.  The 
Decree imposes a framework under which the 
PRC social security insurance authorities8  will 
supervise the PRC social insurance system 

including, but not limited to, work-related injury 
insurance.  The Decree authorizes the social 
insurance authorities to inspect and supervise 
(i) payment of social insurance premiums by the 
insured (i.e., individual employees) and/or their 
employers; and (ii) disbursement of the social 
insurance proceeds.  

Decree No. 16 also contains specific provisions 
regarding (i) the requisite qualifications for 
government officials charged with inspecting and 
supervising the social insurance system, 
(ii) the power and authority of government 
agencies responsible for inspecting and supervising 

the social insurance 
system, (iii) the 
mechanism for selecting 
inspection targets, 
(iv) the requisite contents 
of such inspections, 
(v) the procedures for 
inspections, and 
(vi) penalty provisions 
for any irregularity on 
the part of individual 
employees, their 
employers or the officials 
of the social security 
insurance authorities. 

MOLSS Decrees Nos. 
17, 18 & 19 and the Regulations on Insurance for 
Work-related Injury

The following changes, among others, affect 
both domestically funded enterprises and foreign 
investment enterprises in China:  

The Expanded Scope of Work-related Injuries. 

The new decrees and regulations expand the types 
of compensable work-related injuries beyond 
those covered by the 1996 Trial Methods.
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NEW DECREES BY THE PRC MINISTRY OF LABOR 
AND SOCIAL SECURITY

MOLSS Decree No. 16:
Methods on Social Insurance Inspection; 4   

MOLSS Decree No. 17: 
Methods on the Scope of Work-related Injury; 5 

MOLSS Decree No. 18: 
Provisions on the Scope of Relatives to Be Supported of 

Employees Dying from Work-related Injury; 6  and
MOLSS Decree No. 19: 

Provisions on the One Time Compensation by Units Illegally 
Employing Employees to Employees Injured or Deceased. 7 



(1) “Preparation” and “wrapping up” work

If an employee is injured while engaging in on-
site preparation work prior to the normal work 
hour or wrapping up work after the normal work 
hour, the injury is work-related.  The 1996 Trial 
Methods did not afford such protection.  While 
the new legislation does not define the terms 
“preparation work” or “wrapping up work,” 
prudent PRC employers should consider any type 
of on-site work-related activity as potentially 
protected under the new regulations, regardless of 
whether it occurs during official working hours.  
The new legislation protects employees engaging 
in on-site preparation work or wrapping-up work 
regardless of whether their activities are required 
by the employer or completely voluntary.  The 
new regulations fail to expressly provide whether 
injuries stemming from work-related activities 
contrary to the explicit direction of the employer 
not to work are work-related.  This omission 
may be significant since the 1996 Trial Methods 
provides that an injury is not work-related 
if it occurs when an employee seriously and 
intentionally violates the directions and rules of 
the employer.  PRC employers must await further 
guidance from the authorities on this issue.  

(2) Motor vehicle accidents

The 1996 Trial Methods deemed injuries 
incurred in motor vehicle accidents to and from 
work compensable only if an employee was not 
primarily responsible for the accident.  The new 
decrees and regulations do not make protection 
contingent on a finding of no fault by the 
employee.  Beginning January 2004, all injuries 
arising from a motor vehicle accident on the 
employee’s way to or from work are work-related 
injuries regardless of whether the employee is 
primarily responsible for the accident.  Under the 
new regulations, simply commuting from home to 
work and vice versa may constitute work-related 
activity.  However, an injury suffered by an 
employee because of his or her use of alcohol will 
not constitute a work-related injury.

The regulations leave unanswered many questions 
about work-related injury protection for motor 
vehicle accidents.  The new regulations delete 
the provision in the 1996 Trial Methods limiting 
work-related injuries to those suffered by an 
employee on the route necessary to go to and 
from work.  While an employee’s deviation from 
his normal route to and from work generally will 
not render his injury in a motor vehicle accident 
unprotected, the nature and extent of permissible 
deviations are unclear.  Because the PRC does 
not have a body of case law applying legal 
concepts such as respondeat superior and “frolic 
and detour,” PRC employers should pay close 
attention to the manner in which local authorities 

interpret and apply the new provisions expanding 
protection for employees injured in motor vehicle 
accidents.  

The Procedures for Verifying Work-related Injury 
and Illness.  

Changes in filing and verification requirements9  
for workplace injury and illness claims should 
result in greater protection for PRC employees.  
Under the 1996 Trial Methods, both the employer 
and employee must file with the local labor 
authority of the district in which the employer 
is located an application for verification of an 
employee’s work-related illness or injury.  The 
employer and employee must file the application 
within 30 days after the employee is injured or 
his illness is diagnosed as work-related.  Under 
special circumstances, the 30-day period may be 
extended, subject to the local labor authority’s 
consent.
  
Beginning January 2004, only employers are 
required to file an application for verification 
of an employee’s work-related illness or injury.  
The deadline remains the same:  30 days after 
the injury occurs or diagnosis of the illness as 
work-related.  Although PRC employees are no 
longer required to file an application, they may 
do so within one year after the injury occurs or 
the illness is diagnosed as work-related if their 
employer fails to timely file.  A member of the 
employee’s immediate family10  or trade union will 
also be able to file an application on his or her 
behalf within the one-year time period.  Treatment 
expenses for the employee’s work-related injury 
or illness automatically will be borne by the 
employer during the period in which it fails to file 
an application.  

The time limit for local labor authorities to verify 
an application for work-related illness or injury 
benefits has been extended from 30 to 60 days 
after receipt of the application.  Employers and 
local labor authorities should therefore have more 
time to carefully review the applications.

Time Period for Medical Treatment and Other 
Benefits to Employees Suffering from Work-related 
Injury and Illness.

Under the 1996 Trial Methods, employees 
suffering from work-related injuries and work-
related illnesses receive medical treatment and 
a work-related injury allowance before they are 
required to undergo a medical assessment of 
their ability to return to work.  The assessment 
is conducted by a medical institution authorized 
by the local working capability assessment 
committee, a working capability assessment 
center, or a temporary expert group organized 
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by the local committee.  The medical assessment 
is conducted either when the employee’s health 
condition stabilizes or when the Statutory Medical 
Treatment Period expires, whichever comes first.  

The Statutory Medical Treatment Period 
ordinarily ranges from one to 24 months 
depending on the seriousness of the employee’s 
injury or illness, but in the most serious cases it 
was extended to no more than 36 months.  The 
length of the Statutory Medical Treatment Period 
is proposed by a medical institution qualified 
to provide work-related injury or work-related 
illness treatment, and then confirmed by the local 
working capability assessment committee.  After 
medical assessment, employees either return to 
work or retire.  During their pre-assessment 
absence from work, the amount of their injury 
and disability allowance varies, depending on 
their condition.  

Since an employee may lose benefits after a 
medical assessment, some employees unnecessarily 
delay their assessment in order to extend 
their pre-assessment benefit period.  The new 
legislation shortens the maximum (pre-assessment) 
Statutory Medical Treatment Period to 12 months 
with a one-year extension available in special 
situations.11   In addition, the new legislation 
changes the term “medical treatment period” 
to the “period of suspending work and keeping 
salary,” which more accurately reflects the nature 
of that period.  

Work-related Injury Insurance Premiums

Under the 1996 Trial Methods, employers, rather 
than employees, pay the work-related injury 

insurance premiums and local governments set 
the premium rates.  Beginning January 2004, 
the Regulations on Insurance for Work-related 
Injury shifts the authority to set premium 
rates to the central government.  The MOLSS, 
Ministry of Finance, Ministry of Health and 
the State Administration of Work Safety will 
collectively establish premium rates subject to 
the State Council’s approval.  The rates will vary 
depending, in part, on the risk associated with 
the work in particular industries, the frequency 
of work-related injuries, and historical data 
regarding the disbursement of work-related 
injury insurance proceeds.  Although the new 
regulations provide little detail regarding the rates, 
on October 10, 2003, the MOLSS, the Ministry 
of Finance, the Ministry of Health and the State 
Administration of Work Safety jointly issued a 
notice specifying the detailed rules for setting the 
work-related injury insurance premium rates.

Further Changes Anticipated

On the heels of Decrees Nos. 17 through 19, the 
MOLSS is likely to enact additional legislation 
to regulate insurance premium rates, medical 
service agreements, medical insurance funds and 
other aspects of the PRC work-related injury 
and illness insurance system.  In 2004, PRC 
employers should expect additional efforts by the 
MOLSS and other PRC government agencies to 
reformulate a comprehensive work-related injury 
and illness insurance system.  Employers should 
remain apprised of the latest developments in 
this area, given its growing importance to the 
PRC government and the attention it is receiving 
outside the PRC.  
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Notes

1 See, e.g., Joseph Kahn, China’s Workers Risk Limbs In 
Export Drive, N.Y. TIMES, April 7, 2003 at A3 (“Nationally, 
140,000 people died in work-related accidents last year  
– up from about 109,000 in 2000, according to the State 
Administration of Work Safety.  Hundreds of thousands more 
were injured.”).  
2 The Chinese name of this legislation is 工伤保险条例.
3 企业职工工伤保险试行办法。
4 社会保险稽查办法,  issued by the MOLSS on February 
27, 2003, and effective April 1, 2003.
5  工伤认定办法, issued by the MOLSS on September 23, 
2003, and effective January 1, 2004.
6  因工死亡职工供养亲属范围规定,  issued by the MOLSS 
on September 23, 2003, and effective January 1, 2004.
7 因工死亡职工供养亲属范围规定, issued by the MOLSS 
on September 23, 2003, and effective January 1, 2004.
8 In China, the social security insurance authority at the cen-
tral government level is the National Council for Social 
Security Fund.  Each province or city has a government 

agency in charge of social insurance.  The names of the PRC 
local social insurance authorities vary depending on the loca-
tion.  In Beijing, for example, it is called the Beijing Social 
Insurance Fund Management Center.  However, these authori-
ties are quasi-government agencies and do not have the 
power to impose any penalty.  Only the PRC labor authorities 
(i.e., the local labor bureau and the MOLSS) have the right to 
impose a penalty on a company violating Decree No. 16.
9 The local labor authority of the district in which the employ-
er is located is responsible for the verification process. 
10 “Immediate family” includes an employee’s spouse, 
parents, children, brothers, sisters, grandparents and 
grandchildren, according to the 1988 Tentative Opinions on 
Implementing the General Principles of Civil Law of the PRC, 
issued by the Supreme People’s Court.
11 Extensions are granted by the work capability assessment 
committee of the municipality having districts where the 
employer is located.  
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