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How to Deal with Expat Employees’ Participation in the Chinese
Social Insurance Scheme in Shanghai

Dear Sir or Madam,

Please find below an overview on how to deal with expat employees’ participation in the Chinese social insurance
scheme in Shanghai.

Kind regards,
CMS, China

After the national regulations - Interim Measures for the Participation of Foreigners Working in China in Social
Insurance Scheme and Interim Measures for the Participation of Residents of Hong Kong and Macao, Taiwan in Social
Insurance Scheme in Mainland China have been issued on 15 October 2011 and 1 January 2020 (collectively,
“National Regulations”), foreign employees as well as employees from Hong Kong, Macao and Taiwan (collectively,
“Expat Employees”) in most places in China are required to participate in the Chinese Social insurance scheme.

But in Shanghai, in the past decade, it was not compulsory for companies and Expat Employees to do so according
to the Shanghai local policy - Notice on Several Issues Concerning the Participation of Foreign nationals working in
Shanghai, Persons with Overseas Permanent (long-term) Residence and Residents of Hong Kong and Macao, Taiwan
in Social Insurance for Urban Workers (“2009 Notice”), which was issued on 10 October 2009 by the Shanghai
Human Resource and Social Security Bureau. In practice, most Expat Employees working in Shanghai were not
provided with the Chinese social insurance while some of them were only provided with statutory basic pension
insurance, medical insurance and work-related injury insurance based on agreements with their companies. 

With expiration of the 2009 Notice on 15 August 2021, companies in Shanghai are facing the question on how to
handle the issue of the Expat Employees’ participation in the Chinese social insurance scheme. 

Statutory requirements 

According to the National Regulations, all Expat Employees working in China hired by Chinese employers must
participate in Chinese social insurance scheme including basic pension insurance, medical insurance, unemployment
insurance, work-related injury insurance and maternity insurance, except if an Expat Employee is qualified to be
exempted from paying any social insurance premiums according to any bilateral social insurance treaty or
arrangement. Until now Chinese government has signed bilateral social security treaties with Germany, Switzerland,
Netherland and Spain, etc.

Since the Shanghai local government has no intention to extend its local policy, legally speaking, after 15 August
2021, companies in Shanghai shall comply with the statutory requirements and provide Chinese social insurance for
their Expat Employees according to the National Regulations. 

What can companies do for their Expat Employees? 
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Currently all competent social insurance administrative centers in Shanghai are open for registration of Expat
Employees in the statutory social insurance scheme. Companies in Shanghai can already apply for social insurance
registration for their Expat Employees by submitting a standard application form, employment contract, copies of
work permit and passport of the Expat Employees.

Since this is a statutory requirement, legally speaking, the consents of the Expat Employees are not required if the
companies decide to provide the statutory social insurance for them. I.e., after the social insurance registration has
been completed, the company may start to pay social insurance premiums payable by the employer for the Expat
Employees and withhold the social insurance premiums payable by the employee from the salaries of the Expat
Employees, except if the company agrees to also bear the payments payable by the employee. However, if the
company wants to cancel any commercial insurance or similar benefits of the Expat Employee due to the provision of
statutory social insurance, it shall obtain the consents of the Expat Employee except if the parties agree otherwise in
advance. 

What are the risks, if companies fail to provide statutory social insurance for their Expat Employees? 

After 15 August 2021, in Shanghai, failure of providing statutory social insurance for Expat Employees may be
deemed as incompliance with statutory law. According to the China Social Security Law, the following administrative
punishments may be imposed if a complaint is raised by an Expat Employee at the competent labor administrative
authority or if found out in a regular inspection made by the authority:

• The person directly in-charge or other directly liable persons of the company may be imposed with a fine of RMB
500 to RMB 3,000 due to failing to make social insurance registration for the Expat Employees;

  
• The company may be required to make rectification within a prescribed time period by making social insurance

registration and making up outstanding social insurance contributions for the Expat Employees;
  
• The company may be required to pay late payment fees at the daily rate of 0.05% of overdue payments; and
  
• The company may be required to pay a fine amounting to 1~3 times of the overdue payments if failing to make

up the social insurance contributions within the prescribed time period.

In addition, under PRC labor law, if an Expat Employee is not able to enjoy social insurance benefits due to the
reason that the company fails to provide the social insurance and such social insurance is not able to be made up,
the employee is entitled to claim compensation against the company for losses. 

Actions to be taken by companies

To reduce potential risks, companies may wish to provide statutory social insurance for their Expat Employees who
are hired after 15 August 2021. 

As for the existing Expat Employees who were not provided with statutory social insurance in the past, if a company
decides to provide them with statutory social insurance from now on, before taking action, the company may wish to
check with the competent social insurance administrative centers in advance about the updated policies because until
now the authority at the municipal level has not issued any implementing policies about how to handle the social
insurance issues for Expat Employees who did not participate in the social insurance scheme in the past and whether
the making-up is necessary, etc. and different social insurance administrative centers may have their own practices. 

In case you have questions or for further information, please contact:

Jeanette Yu
Partner
Head of Employment & Pensions
CMS, China 

T + 86 21 6289 6363 
E jeanette.yu@cmslegal.cn

Ada Hua
Junior Associate
CMS, China

T +86 21 6289 6363
E ada.hua@cmslegal.cn

 

 

https://cms.law/en/chn/people/jeanette-yu
mailto:jeanette.yu@cmslegal.cn
mailto:michael.schellenberger@cms-hs.com
https://cms.law/en/chn/people/ada-hua
mailto:ada.hua@cmslegal.cn


About CMS, China 

关于 CMS, 中国 
 

 

CMS is one of the top 10 global law firms. With more 

than 4,800 professional legal and tax advisors in 

over 70 offices in more than 40 countries, we advise 

clients on both global and local matters and provide 

pragmatic and commercial advice. 

 

CMS, China has been advising clients on doing 

business in China for several decades. As one of the 

top international law firms in China, we are able to 

support international companies and Chinese 

enterprises on all their legal needs through our full 

service offering. We advise in the areas of M&A, 

corporate restructuring, FDI, distribution and 

commercial, competition, compliance, employment, 

banking and finance, insurance, real estate and 

construction, technology licenses, IP registration 

and enforcement, dispute resolution as well as tax 

and customs. 

 

Our team of legal experts are from China, Germany 

and the UK, and have an in - depth knowledge and 

understanding in many industrial sectors such as 

automotive, manufacturing, machinery and 

equipment, life sciences and healthcare, energy, 

banking & finance and TMC. We focus on serving the 

needs of our clients and on providing them with 

solution driven and business-oriented advice. 

作为全球最大的法律与税务服务机构之一，CMS 通

过旗下遍布于 40 多个国家超过 70 个办公室的 

5,000 多名律师，提供覆盖全球及本土化的商业可

行性解决方案。  

  

如今，CMS 在中国服务客户已有数十年的历史。作

为中国最大的外资律所代表处之一，CMS, 中国专

注于并购、公司重组、外商直接投资、分销和商

法、竞争法、合规、劳动法、银行 和金融、保险、

房地产和建筑、技术许可、知识 产权注册与执行、

争议解决及税务和海关等各个领域， 为国际与中国

公司提供全方位的法律咨询服务。  

  

我们的顾问团队由来自中国、德国和英国的专家组

成，对汽车、制造、机械设备、生命科学和医疗保

健、能源、银行金融以及技术、传媒与通讯等行业

领域有着全面深入的了解。我们注重为客户提供实

际有效的咨询和解决方案， 以帮助客户达到既定商

业目标。  

 

 

 

     3108 Plaza 66, Tower 2, 1266 Nanjing Road 
West, Shanghai 200040 P.R.China 

上海市南京西路 1266 号恒隆广场 2 期 3108 室  

    Phone/ 电话: + 86 21 6289 6363 

Fax/ 传真: + 86 21 6289 0731 

    Web/ 网址: https://cms.law/ en/ chn/ 

Email/ 电邮: info@cmslegal.cn 

 

 

 
 

 
 
 
 
 

 
 
Welcome to follow our WeChat account 
where you will find the updated legal insights 
and news. 

欢迎扫码关注我们的微信公众号，在这里您可以获

取最新的法律资讯和新闻。  
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