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An analysis of the influence of bounded rationality on
labor flow decision-making

YUAN Leping, WANG Liruan, LI Ping
(School of Business, Central South University, Changsha 410083, China)

Abstract: The classical labor flow theory is based on the assumption of perfect rationality, which cannot acutely
analyze the heteromorphism problem in present Chinese labor flow such as “unemployed migrant people” and labor
backflow. The theory deviates from the reality. Through the analysis of conflict between current situation of labor flow
and traditional theory, we conclude that bounded rationality leads to heteromorphism problem. So, we analyze the
process of generation of labor flow decision-making from the perspective of bounded rationality. The bounded
rationality cause the expected costs and benefits do not match with the actual, which would affect labors’
decision-making for flow. Labor flow heteromorphism occurs when there is an opposite sign between the present value
of expected net income and the present value of actual net income.

Key Words: bounded rationality, labor flow decision-making, labor flow heteromorphism
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