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The Impact of Dismissal Legislation on Employment Stability .
An Empirical Study Based on the Implementation of

the Labor Contract Law
Jiang Fan & Yu Dachuan
(School of Public Administration, Guangdong University of Finance)

Abstract: Employment dismissal legislation is an important method to improve employment stability
and security. But it is often unclear to what extent the legislation effectively protects labor right.
Based on individual employment history data from the China Labor-force Dynamic Survey in 2012,
this paper takes the implementation of the Labor Contract Law as a quasi-experimental setting to
empirically examine the impact of dismissal legislation on employment stability with a difference-in-
difference model. The study finds that following the legislation of the Labor Contract Law on non-
fixed-term labor contracts, the dismissal rate among employees with close to 10 years tenure has been
significantly increased, possibly implying that the dismissal legislation has a negative impact on the
employment stability of these workers. The negative impact is more significant among employees with
low human capital, in the private sector, and in small companies, which may exacerbate the existing
employment inequality in China’s labor market. The study highlights that job security legislation
should fully consider the initiatives of market players, so as to successfully achieve the policy goal of
stabilizing employment and protecting people’s livelihood.

Keywords; dismissal legislation, employment stability, Labor Contract Law, non-fixed-term labor
contracts, labor security
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