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ABSTRACT

The issue and implementation of the Labor Contract Law has caused lots of
disputes, which mainly focus on the dismissal limit terms such like the no-fixed-term
contract. This article manages to analyze the dismissal limit terms systematically and
roundly by horizontal comparison and modeling.

The main part of this paper consists of four chapters:

Chapter Three provides an analysis about the weakness of the Labor Law and the
states of employment, and sums up the amendment of the new law, leading to a
conclusion that the new law can well solve the problems of unsiable employment
relationship and the Short-termism of the labor contract.

Chapter Four compares the three figures of dismissal limit with different countries,
concluding that the dismissal right restrictions of the new law are not stronger.

Chapter Five establishes a model: Under symmetric information, a job protection
law restricts the principal's possibilities to maximize his profit, which equals the total
surplus. However, under asymmetric information, a principal must leave a rent to his
agent to encourage him, and hence profit maximization is no longer equivalent to
surplus maximization. Under certain conditions, limiting the freedom to dismiss
employees can reduce inefficient dismissal, thereby increasing the total social surplus.

Chapter Six gives a view that improving the dismissal right restrictions leads to a
higher economic value of enterprises engaged in high economic value-added industries,
thus contributing to the overall industrial upgrading. No matter from the
micro-perspective of market subjects, or at the macro level, the Labor Contract Law in
line with China's industrial upgrading planning, there is conducive to promoting

China's economic development and improve people's living standards.

KEY WORD: Dismissal Right Limits, Asymmetric Information, Bayesian Mechanism
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