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Social Security Contribution Burden and Enterprises'
Transformation from being Real to being Fictitious

Chen Yi(Hubei University of Economics)

Lu Yuanping(Zhongnan University of Economics and Law)

Abstract Transformation of the economy from being real to being fictitious is one of the most promi-
nent structural contradictions in current China. The heavy burden of social security contributions of enterpris-
es is an important reason for the acceleration of transformation from being real to being fictitious among non-
financial firms. Based on the data of listed companies from 2007 to 2017, this paper studies the impact of so-
cial security contribution burden on the transformation of enterprises from being real to being fictitious, and
finds that social security contribution burden has a significant positive impact on the proportion of financial
investment profits of enterprises, indicating that the pressure of social security payment aggravates the degree
of transformation of enterprises from being real to being fictitious. We also find that social security contribu-
tion burden can significantly reduce the return on real investment of enterprises, but has little effect on the re-
turn on financial investment of enterprises. Social security contribution burden aggravates the effect of trans-
formation from being real to being fictitious of enterprises, especially in enterprises with low return on real in-
vestment and high return on financial investment. At the same time, social security contribution burden signif-
icantly reduces the enterprises’ current cash flow. Additionally, the effect of social security contribution bur-
den aggravating transformation from being real to being fictitious is greater in enterprises with insufficient
cash flow. Finally, enterprises mainly increase their holding of trading financial assets and investment real es-
tate to increase the degree of transformation from being real to being fictitious. This paper deepens the under-
standing of the causes of transformation, and provides new ideas for the governance of the current phenome-
non of transformation from being real to being fictitious in China.

Key words social security contributions; transformation from being real to being fictitious; enterprises
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