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abstract

The Effects of Labor Importation on Domestic Employment :
An Analysis at the Workplace Level Using Monthly Data

Jung Sungjin - Kim Hisam

It has been difficult to uncover the actual impact of the inflow of
non-professional foreign workers on domestic employment at the workplace
due to the limitations of data. We extracted individual employment history
from the administrative database of all foreigners registered in the Employment
Permit System and constructed monthly foreigner employment data at the
workplace level. This data was matched with monthly domestic employment
data at the workplace level, which was established through the Employment
Insurance database, to figure out the monthly number of Korean and foreign
workers at foreign employment workplace from 2004 to 2010. As a result
of the analysis using workplace and time fixed-effects models, the employment
of domestic and foreign workers was mainly complementary during the same
month. However, the results of the Granger causality tests reveal a partial
replacement of domestic employment two to three months after the inflow
of foreign workers into the workplace. Such substitution effects varied
depending on industry, the status of foreigners’ stay, domestic workers’
characteristics and occupations. The replacement of domestic workers in
vulnerable groups by foreign workers seems to occur mainly in workplaces
with relatively low survivability, which will need to be considered in labor

importation policy and industrial policy.

Keywords : foreign workers, domestic employment, substitution effect, granger

causality test, workplace panel data



