
MACROECONOMIC DETERMINANTS OF 

FOREIGN LABOUR FORCE IN MALAYSIA 

MUHAMMAD FARISZUAN BIN ABD RAZAK 

2016518677 

BACHELOR OF BUSINESS ADMINISTRATION 

(HONS) FINANCE 

FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 

PASIR GUDANG 

JULY2020 



ABSTRACT 

This research aims to investigate the macroeconomic determinants affecting 

the foreign labour force (FL) in Malaysia. The four selected macroeconomic 

determinants are unemployment rate (UNEMP), gross domestic product (GDP), 

exchange rate (EXR), and labour productivity (LPY). The theoretical framework has 

led the research towards answering the research questions. The secondary data have 

been gathered through the World Bank's World Development Indicators, Statista 

Logo, and Quandl. This research covered 18 years which commencing from the year 

2001 to 2018 with several test such as descriptive analysis, normality analysis, 

correlation analysis, autocorrelation test, heteroscedasticity test, test on functional 

form, and multiple linear regression. The multiple linear regression tests have been 

undertaken, and the analyses of the findings have been discussed through regression 

analyses. Through the analysis, GDP and LPY show a strong positive relationship 

with FL while UNEMP and EXR show the negative relationship with FL, 

respectively. From this finding, it can benefit towards future researchers which 

reference sources will help them in the progress because they would have the 

information from this study and use it in their future research to further support their 

views and judgements. Also, the finding of this study will benefit to the government if 

there any macroeconomic factor affects the inflow of foreign labour in Malaysia. This 

research also includes a more thorough discussion of how exchange rates can directly 

influence the inflow of foreign labour into Malaysia. Besides, it can provide guidance 

and reference to local and foreign policymakers when considering the types of policy 

to be implemented depending on the needs of their country. Business or private 

sectors could consider the decision whether they will hire foreign workers or not by 

finding of this research. It can provide them with guidance and reference to know the 

impact of hiring foreign workers for their organisation. 
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