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The Impact of Pension Contribution Rate on Total Factor Productivity:

Transmission Mechanism and Empirical Test

Su Chunhong Ge Can Geng Manman
(School of Economics, Shandong University, Jinan 250100, P.R.China;
Citic Securities, Beijing 100026, P.R.China)

Abstract; Maintaining a certain growth rate of total factor productivity is a basic requirement for a-
chieving high-quality economic development. Based on the data of A-share listed companies in China
stock market, this paper discusses the effect of pension contribution rate on total factor productivity
and its transmission mechanism. The study found that the increase in the contribution rate of
pension inhibited the increase in total factor productivity. The mediating effect model and the mecha-
nism analysis show that pension contributions affect total factor productivity by reducing corporate
R&.D expenditures and employee income. Further adding the financing constraint adjustment
variable to the mediating effect model verifies the negative adjustment effect of financing constraints
on R&D expenditure, which means that financing constraints will exacerbate the negative impact of
pension contributions on R&D expenditure. Heterogeneity analysis shows that for regions with high
contribution rates and state-owned enterprises, the pension contribution rate has a greater negative
impact on total factor productivity, and the R&D expenditure path is only significant in regions with
high contribution rates and state-owned enterprises. The conclusions of this paper provide empirical
evidence for further adjustment of pension contribution rate and the release of more “productivity
dividends” through pension contribution reduction.

Keywords: Pension contribution rate; Total factor productivity; Mediating effect model; R&D ex-

penditure; Employee’s income
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