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Abstract 

The trend of foreign labor entry in Malaysia has increasing over time. But, since 
implementation of Whitening Program the number of foreign labor in the country 
had decreases. Thus, this paper aims to examine the determinants of foreign labor 
entry and analyse the impact of Whitening Program by using yearly data £tom 1997 
until 2012. This study employed Ordinary Least Square (OLS) to regress selected 
variables that have been chosen. The dependent variable in this study is foreign labor 
(FL) while gross domestic product (GDP), consumer price index (CPI), wage, 
unemployment and job opportunities are independent variables. The empirical result 
shows that foreign labor entry has positive relationships with gross domestic product 
(GDP), unemployment and wage. Consumer price index (CPI) and public security 
are significant and found to be negatively related with independent variable, while 
job opportunities turns out to be only variable which is not significant. By using 
Breusch-Pagan-Godfrey to test Heteroscedasticity and serial correlation found that 
the model is homoscedasticity, no serial correlation and normally distributed. 
Discussion from the Whitening Program found that there is decreasing number of 
foreign labor entry in Malaysia after the implementation of this program. Thus, this 
program is effective in reducing foreign labor entry in Malaysia. 



Abstrak 

Trend kemasukan buruh asing di Malaysia telah meningkat dari masa ke masa. 
Tetapi, sejak pelaksanaan Program Pemutihan bilangan pekerja asing di negara ini 
mencatatkan penurunan. Oleh itu , kajian ini bertujuan mengenal pasti faktor penentu 
kemasukan pekerja asing dan menganalisis kesan Program Pemutihan dengan 
menggunakan data tahunan dari 1997 sehingga 2012. Kajian ini menggunakan kuasa 
dua terkecil (OLS) untuk menganalisis regrasi bagi pembolehubah terpilih. Dalam 
kajian ini pekerja asing (FL) bertindak sebagai pembolehubah bergantung manakala 
keluaran dalam negara kasar (KDNK), indeks harga pengguna (IHP), gaji , 
pengangguran dan peluang pekerjaan adalah merupakan pembolehubah bebas . Hasil 
kajian menunjukkan bahawa kemasukan buruh asing mempunyai hubungan positif 
dengan keluaran dalam negara kasar (KDNK), pengangguran dan gaji. Indeks harga 
pengguna (JHJ?) dan keselamatan awam adalah signifikan dan didapati berhubungan 
negatif dengan pembolehubah bebas, manakala hanya peluang pekerjaan 
pembolehubah yang tidak signifikan. Dengan menggunakan Breusch - Pagan - 
Godfrey untuk menguji Heterocedasticity dan korelasi bersiri mendapati bahawa 
model adalah homoscedasticity, tiada korelasi bersiri dan agihan normal. 
Perbincangan daripada Program Pemutihan mendapati bahawa terdapat penurunan 
kemasukan pekerja asing di Malaysia selepas pelaksanaan program ini. Oleh itu, 
program ini berkesan dalam mengurangkan tenaga kerja asing di Malaysia. 



Acknowledgement 

Alhamdulillah 

I'm so grateful and thankhl to Allah on His Mercy i am able to complete this thesis. 

He give me strength, patience, courage, and ability in doing my thesis. I am also very 

grateful that I can meet a lot of wonderfid person who are very helpful in the process 

completing this study. 

A million thanks to: 

Dr. Norehan binti Abdullah as very willing to help, sharing of never-ending excellent 

ideas, spending time and energy. Her wide knowledge had guided me to complete 

the study and knowledge given by her not only limited in this thesis InsyaAllah. 

Family, especially my mother Shofiah Abdullah is my idol on her strong 

determination. Friends, for their encouragement. Lecturers, who help either directly 

or indirectly. 

And, to all those who helped. 



Table of Contents 

Declaration By Author ................ ........... . . .. . ..................... ... ..................................... ......... i 
. . 

Permission to Use .... ......... ........................................................................................... ..... 11 
... 

Abstrak ............................................................................................................................ 111 

Abstract ........ .............................................................. .......... ............ .. ......................... .... iv 

Acknowledgement.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . v 
. ... 

Table of Contents .... ......... .......... ............. ... ....... ................. .... .................................. vi-viil 

List of Tables .................... .............................................................................................. ix 

List of Figures .............................................................................................................. ..... x 

CHAPTER ONE (INTRODUCTION) ........................................................................ 1 

1.1 Introduction 1 

1.3 Background of the study: Foreign Labour Entry 1 -4 

1.3 Factor of Migration 5-7 

1.4 Whitening Program 8-9 

1.5 Problem Statement 9-10 

1.6 Objective 10 

1.7 Significant of the Study 10-1 1 

1.8 Organization of the Study 11-12 

CHAPTER TWO SECOND CHAPTER (LJTERATURE REVIEW). . . . . . . . .... 13 

2.1 Introduction 
2.2 Theoritical Review 

2.2.1 Factors that Attract Foreign Labor 

2.2.2 Impact of Foreign Labor 15 

2.2.3 Foreign Labor in Malaysia 16-17 

2.3 Empirical Literature on Foreign Labor 17-22 

2.3.1 Case Study in Malaysia 19 

2.3.2 Case Study in Other Countries 20-22 

2.4 Conclusion 22 



CHAPTER THREE THIRD CHAPTER (METHODOLOGY) ........................... 23 
3.1 Introduction 23 

3.2 Data and Analysis 

3.3 Justification of the Variables 

3.4 Research Framework 26-27 

3.5 Specification of the Model 28-3 1 

3.6 Estimation procedure 28-29 

3.6.1 Ordinary Least Square (OLS) 

3.6. 2 Heteroscedasticity Test 

3.6.3 Serial Correlation Test 

3.7 Conclusion 

CHAPTER FOUR FOURTH CHAPTER (FINDINGS) 32 

4.1 Introduction 32 

4.2 The Trend of Foreign Labor in Malaysia 32-37 

4.3 Analysis Regression on Determinants of Foreign Labor entIy in Malaysia 38-44 

4.3.1 Ordinary Least Squares 38-39 

4.3.2 Descriptive Statistic 40-41 

4.3.3 Heteroscedasticity Test 41 -42 

4.3.4 Serial Correlation Analysis 42-43 

4.3.5 Normal Distribution 44 

4.4 Discussion of the Impact of Whitening Policy on Foreign Labor 45-50 

4.5 Conclusion 50 



CHAPTER FIVE FIETH CHAPTER (CONCLUSION AND 
RECOMENDATION) ................................................................................................. 51 
5.1 Introduction 5 1 

5.2 Conclusion 5 1-53 

5.3 Recommendation 53-59 

REFERENCES.. . .. . ... .. . . . .. . . .. . ... ... . . . . .... . ...... . . . . . . .. . ...... ... . ..... ... ...... 54-61 



List of Tables 

Table 1.1 : Total Number and Percentage of Foreign Labor by Country in Year 201 1 4 

Table 1.2: Total Number and Percentage of Foreign Labor by Sectors in Year 201 1 4 

Table 4.1 : Ordinary Least Square Test 39 

Table 4.2: Descriptive Statistic 40-42 

Table 4.3 Heteroskedasticity Test: Breusch-Pagan- Godfrey 42 

Table 4.4: Breusch-Godfiey Serial Correlation LM Test: 43 

Table 4.5: Percentage of reducing number of Foreign Labor after Whitening 5 0 

Program 



List of Figures 

Figure 1.1 : Total Admissions Number of Foreign Labor in year 2000-2012 

Figure 3.1 : Research Framework on Determinant of Foreign Labor Entry 

in Malaysia 

Figure 4.1 : Trend of foreign labor in Malaysia from year 1997 until 2012 

Figure 4.2: Share of Foreign Labor in Labor Force Since 1990 until 2010 

Figure 4.3 : Labor Force Participation and Labor Market Composition 

year 1990 until 2007 

Figure 4.4: Number of Foreign Labour by Country in year 201 1 

Figure 4.5: Percentage of Foreign Labor by Country year 201 1 

Figure 4.6: The Number of Foreign Labour by Economic Sector year 201 1 

Figure 4.7: Percentage number of foreign labour by economic sector 

Figure 4.8: Normal distribution of mean variable 

Figure 4.9: Number of Legal and Illegal workers before 6P Program 

Figure 4.10: Number of illegal workers left Malaysia after 6P Program 

Figure 4.1 1 : Total number of Whitening illegal workers under 6P Program 

Figure 4.12: Number of Illegal Workers before and after Whitening Program 





CHAPTER 1 

INTRODUCTION 

1.0 Introduction 

Foreign labor entry in Malaysia is not a new issue because the first entry was when 

British had imported labor fiom China and India to work in tin mines for Chinese and 

Indian in plantation. 

In this chapter, section 1.2 present an overview on background of the study. 

Section 1.3 will explain factors of migration, section 1.4 discussing on Whitening 

Program in reducing number of foreign labor entry. Section 1.5 on problem statements 

which elaboration on the issue that should be study. Ojective of the study is explained on 

section 1.6; section 1.7 is significant of the study on why this issue should be arising. 

The last section or section 1.8 is organization of the study. 

1.2 Background of the Study: Foreign Labor Entry 

The presence of immigrants is not a new issue in our country. Malaysia has started to 

recruit foreign labor from the time of British rule. The labors were brought from China 

and India to work in the mining and farming. Laborers who came from China working 

on mines, tin and thelr temporary contract laborers who came fiom southern India is to 

build roads and railways and operate rubber plantations and oil palm estates (Zehadul, 

1999). Recruitment of foreign workers in Malaysia by the employer is under the 

Department of Immigration and National Registration. 

1 
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