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An Economic Analysis of Labor Arbitration
LI Keshuang
(Jishou University, Jishou 416000, China)

Abstract: The law of labor arbitration should keep balance between fairness and effectiveness. From May.2008, the
implementation of “Act of Labor Arbitration” instead of “Act of Labor dispute resolution” that acted from 1993 has
enhanced the settlement of labor dispute. But the mechanism that employee should take arbitration first before taking
legal procedure remained causes the low effectiveness of the mechanism of labor dispute resolution. The paper
established mixed strategies game model which includes worker and firm and analyzed the factors causing the payoff,
and suggested a new mechanism that employee should have the alternative between arbitration procedure and legal
procedure.
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