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On the Effects of Foreign—born Labor on Increasing in National Income
Implemented by Panel Data Analysis: Evidence from OECD Countries
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Abstract

This study aims to investigate the impact of total, native-born, and foreign-born employment
rates on the increases of GDP and per capita GDP for 24 OECD countries out of 34 countries
depending on data availability. The panel data analysis is formed by a fixed—effects model which
allows dummy variable in it to permit the intercept term to vary over time-series and
cross—sectional units. Empirical evidences obtained by simple and multiple panel regressions
reveal that the contribution to increasing of GDP by foreign—-born employment is obviously lower
than the one by native-born employment. And, native-born labor is substituted by foreign-born
labor. It also has to be mentioned that the labor is playing a key role in increasing in national
income. And, therefore, labor-related policy should be concerned on decreasing in labor
productivity and segmentation of labor market resulted from inflow of foreign labor. It means
that labor-related policy has to take care of not only the magnitude, but also the quality of
foreign-born labor.
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