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Gauging Effects of Increasing Foreign Labor Force in Japan Using GMig2 Model

Abstract

This paper analyzes the quantitative effects of increasing foreign labor force in Japan on the Japan’s
economy using GMig2 model, which is a world comparative statics computable general equilibrium
model with 14 sectors and 12 regions. We categorize labor force into the following two types: skilled
and unskilled.

According to our estimates, foreign labor force in Japan increased by approximately 775 thousand
from the end of 2014 to the end of 2021. This increase boosted Japan’s real GDP by 0.87% with capital
accumulation, while this depressed Japan’s CPI and GDP deflator by 0.22%, 0.26% respectively from
base year. Foreign labor inflows lowered the real wage for the skilled labor to some extent, while this

increased real land prices.

Keywords: foreign labor force, immigration, Japan, computable general equilibrium analysis

JEL classification: D58, F33, F66, J61
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