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Shifting Roles of Foreign Labor

: The Dual Effects of Substitution and Complementarity on Youth Employment in

Depopulating Regions
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In recent years, depopulating regions in South Korea have experienced a rapid increase
in the inflow of foreign labor as a practical solution to address workforce shortages caused
by youth outmigration and population aging. This trend has been particularly pronounced
in low-skilled sectors such as manufacturing, where demand for foreign workers is
concentrated. Against this backdrop, the present study investigates how the inflow of foreign
labor affects the employment of native youth in depopulating areas, focusing specifically
on the Gyeongsang region. The analysis further examines whether the labor market impacts
of foreign labor reflect the substitution and complementary effects frequently discussed
in prior studies.Using five-year panel data from 2019 to 2023, this study sets the spatial
scope to include 32 depopulating municipalities within the Gyeongsang region. A two-stage
least squares (2SLS) panel regression model, incorporating instrumental variables, is employed
to derive empirical results. The analysis finds that an increase in the inflow of low-skilled
foreign labor is significantly associated with a decrease in the employment rate of native
youth in these areas, indicating a potential substitution relationship in the local labor market.
Conversely, the inflow of high-skilled (professional) foreign workers is positively associated
with native youth employment, suggesting that professional foreign labor plays a
complementary role by enhancing regional industrial capabilities and strengthening the
competitiveness of local firms, thereby expanding employment opportunities for native
youth. These findings highlight the need for differentiated foreign labor strategies that
reflect both the industrial structure and youth employment conditions of each region. In
particular, policies should consider restricting or regulating the inflow of foreign labor
into sectors where youth employment opportunities are limited, while actively promoting
the attraction of skilled foreign professionals in areas where coexistence and mutual benefit
with the native youth workforce is possible.

[J Keywords: Inflow of Low-skilled Foreign Labor, Inflow of High-skilled Foreign Labor,
Employment Rate of the Youth Population, Substitution Relationship,
Complementary Relationship
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Observation 160 160
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