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allocation of workers according to his/her skill level is not a matter of individual choice.® Moreover, the
distribution of workers by skill levels is relatively fixed and thus, there is no phenomenon equivalent to the
"compensating migration" discussed above. Nationals do not modify their skill level following the arrival of
immigrants with the same skill level. If this incentive exists, it is only at play in the middle term. In the short
term, workers with different skill levels are not easily substitutable and will stay in the same occupation.

The underlying assumption of Borjas’ (2003) method is that the distribution of workers among occupations
is correlated with their skill distribution. By comparing the distribution of skill levels between national and
migrant workers, one can, without encountering the limits of former studies, elaborate a more robust
assessment of the impact of immigration on the labour market. More precisely, this analysis aims to assess
the relationship between the situation of nationals of a particular skill level on the labour market and the
share of migrants with the same skill level. The analysis is run at the national level. In other words, even if
the impact of migrants' arrival is not detectable at the level of the local labour market, it will be detectable,
if existent, at the national level, by distinguishing workers according to their skill levels.

One necessary assumption to be considered is that the national labour market is closed and, thus, that
there is no compensating migration of national workers. In that skill level analysis based on national data,
migration will no longer be internal but external, departing for other countries. Studies have shown that
the arrival of immigrants in local labour market has not led to internal migration of nationals (Okkerse,
2008). It is therefore highly unlikely that immigrants’ integration into the labour market gives rise to the
emigration of native workers, at least in the global North where emigration rates are low. However, this
guestion may arise in the case of South Africa since this country has experienced significant emigration in

years following the end of Apartheid.”

Two other assumptions are necessary for the Borjas (2003) model to be applicable. First, one has to assume
that the immigration rate by skill levels vary. This is not a strong hypothesis since one knows that migrants
present a diversity of characteristics and are not confined, contrary to popular opinion, to the low-skilled
group. The second necessary hypothesis is that there exists a unique, national, labour market for each level
of skill. In other words, a citizen with a given level of skill can perfectly substitute another citizen with the
same skill level but employed in a different place in the country. This is also not a strong hypothesis. The
guestion of the substitutability between nationals and migrants with the same skill level is, however, more
delicate, as | discuss below.

Borjas’ (2003) seminal paper has been replicated and developed in numerous research papers.® In his
analyses of the US labour market Borjas’ main conclusion is that an increase of immigrants with a given skill
level leds to a decrease in the wages of nationals with the same skill level. In this paper, the impact of
immigration on wage (that is the decrease of the wages paid to nationals) is very important. He finds a very
important effect, the most important negative effect of all the studies reviewed by Peri (2014). Subsequent
studies made by Borjas in different contexts, or by other researchers, have found negative but small or,
often, insignificant effects (Longhietal, 2005). Some studies, such as that by Ortega and Verdugo (2014),

6 Even if the education level results from individual choice, they are choices made in the past.
7 This issue will not be addressed in this paper.
8 Google scholar mentions 1466 quotations of his paper (search made on December 2014).
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which examines the French labour market, have even found that immigration has a positive effect for
nationals.

In sum, as for studies based on spatial correlation, there is no empirical consensus in the literature based
concerning the impact of immigration on the skill levels of nationals. One main reason is not econometric
debates but mostly the fact that labour markets differ country by country. For instance, concerning the
French labour market, Ortega and Verdugo (2014) argue that one cannot assume a perfect substitutability
between nationals and immigrants within skill sets.” In addition, these authors explain that the French
labour market has seen important structural changes that took place during the same time as the rise of
immigration, though these two phenomena were not related to each other.

This raises one of the main limit of studies a /a Borjas (2003). The studies assume a perfect substitution
between nationals and immigrants within the same skill level. This is a strong assumption. Many studies
have shown that immigrants are not employed according to their skill level or are even discriminated on
the labour market and employed in activities well below their level of competence (Peracchi, 2006).
Dustmann et al. (2013) proposes to modify the methodology used by Borjas to take into account the
downgrade of immigrants on the labour market upon arrival. However, their analysis, as interesting as it is,
cannot be applied in the context of South-South migration since it requires accurate and reliable
information on wages and their relation to skills.

The empirical analysis proposed in this paper is less confronted by this limit since it also examines the
situation of native workers working in the informal sector, a sector where one can assume a higher degree
of substitutability between nationals and immigrants within a given skill level. The presence of an informal
sector is one of the main specificities of countries in the global South that has to be taken into account
when studying the impact of immigration on the labour markets in these countries. The following section
discusses both the issue of the informal labour market as well as the question of conducting empirical
studies on the impact of immigration on global South countries’ labour markets.

The specificities of South countries and of South Africa in particular

The transposition of empirical methodologies developed in the context of the global North’s labour markets
to the context of South-South migration raises particular issues and difficulties. This paper has already
mentioned various specificities of the analysis of the labour market and immigration in the context of
countries in the South. Among them, one of the most important challenges faced by researchers on South-
South migration is the question of the availability, accuracy and reliability of data on labour market
condition and on migration.

The researcher who is confronted with the analysis of the labour market in countries of the South
encounters a well-known problem of data. This problem is particularly acute concerning the study of
migration issues. In addition to well-known reasons that explain data problems in the countries of the
South (for instance, the inadequacy of human and material resources needed to collect and treat statistical
data), it nonetheless remains true that migrations are often poorly recorded, and even rarely legal.

9 See also Aleksynska and Algan (2010).
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This refers in particular to the problem of undocumented migration, a situation that, by its very nature, is
extremely difficult to assess. Due to various historical, political and administrative reasons, borders in
countries of the South are often porous and regional migration between neighbourhood countries is largely
uncontrolled, and thus undocumented. Some of these migrants are certainly counted in statistical surveys
(such as in a census), but their presence is considerably underestimated since most undocumented
migrants fear answering census interviews. According to Ratha (2007) irregular migration is probably more
pertinent within South-South migration than within South-North migration.

It would be very interesting to evaluate the impact of undocumented immigration on the labour market,
especially in South Africa, a country where migrants certainly represent a high proportion of the labour
force (Landau, 2011). However, the lack of data completely prohibits such analysis.

One relevant question is whether the immigrants taken into account in databases used to study the impact
of immigration on the labour market are representative of the whole population of immigrants. Or, in more
technical terms, is there a selection bias when one bases the evaluation of the impact of immigration on
the labour market on the study of legal immigrants? The question is probably not essential in the context of
global North countries where undocumented migrants, even if they grab headlines and offer a fertile
ground for extremist parties, do not represent an important proportion of the immigrant population. This is
certainly not the same situation in countries of the South. However, reliable data is clearly missing to
estimate the probability of such a selection bias.

Another specificity of the labour market in countries of the South is the high prevalence of informal
activities. The informal sector is here defined as including all of the economic activities that are not
registered (with the tax authorities, social security agencies, etc.) and do not have a lawful existence.'® In
Northern countries, informal employment is not particularly important.*! This study also indicates that in
most countries, immigrants (compared to nationals) are more likely to present high rates of labour
informality. This holds true even though such informality rates have recently appeared to be increasing,
which may, in some countries, be related to the arrival of immigrants (Bosch & Farre, 2010). Nevertheless,
the informal sector is too marginal in most Northern host countries to justify the necessity of taking it into
account when studying the impact of immigration. The situation is quite different in many developing
countries where the informal sector plays a very important role in job creation, employment and
distribution of income. Concerning Sub-Saharan Africa, existing evaluations estimate between 2005 and
2010, excluding employment in the agricultural sector, the share of employment in the informal economy
was about 66 per cent in (Charmes, 2012).

To take into account this specificity of the labour market in global South countries would require geting
data on the employment sector (formal versus informal) of national and immigrant workers. By definition
informal activities are unreported and thus poorly measured by statistical agencies. If the contribution of
the informal sector in producing added value is not well evaluated, its role as provider of employment is
better known. In particular, the involvement of workers in informal activities is taken into account in labour
force surveys.

10 See Charmes (2012) for a discussion of the concept of the informal economy.
11 1t amounts to about 17 per cent of the labour force on average in European countries (Hazans, 2011).
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3. The analysis of migration in South Africa

This section aims to provide an overall picture of immigration in South Africa and to present the database
that can be used to study the consequences of these migrations on the labour market. This section also
presents the study’s methodology, based on Borjas (2003), which will be used in the empirical analysis.

Migration and immigrants in South Africa

South-South migration has strongly increased over the past 20 years, representing about 80 million persons
in 2013 (Desa, 2013).This amounts to approximately the same number of people engaged in South-North
migration. One main difference between these two migration flows is that immigrants represent a higher
percentage of the total population in the North countries, about 10-12 per cent, compared to only about 2-
3 per cent of the total population of the South countries (ibid). Migration within or to Africa is not more
prolific than migration within or to North countries, Asia or North America. Migration to Sub-Saharan
African countries represent about 10 million persons (Ratha, 2007). One main characteristic of this
migrations is that the rate of retention by destination? is a lot higher in Sub-Saharan Africa than anywhere
else. About 70 per cent of Sub-Saharan African migrants remain in their region of origin (Desa, 2013).
Among the African destinations, South Africa is one of the main countries of destination.

Following the usual hypothesis, immigrants are defined in this analysis as persons born in a foreign
countries. This definition does not consider citizenship, meaning that the immigrant group can include
South African citizens. However, among foreign born migrants some may have become naturalized citizens
of their host country or have a dual nationality and thus do not need to be distinguished from foreign born
South African citizens. Another, more important limit, is that this definition of the immigrant population
does not take into account the date of arrival in South Africa.!® According to the most recent statistics,
immigrants amount to between 1,6 and 2 million persons in South Africa (3-4 per cent of the total
population) (Polzer, 2010). This figure certainly does not take into account all of the undocumented
migrants in the country given that this number is unknown .

The immigrants present in South Africa are on average younger and better educated than nationals
(Fauvelle, 2014). A high proportion of said immigrants are born in neighbouring countries . Others are born
in Zambia, Nigeria and Congo. South Africa is also one of the few countries that receives aliens from non-
African countries (India, in particular).

Compared with other countries, immigrants in South Africa know a high rate of employment. That fact
places South Africa among the very few places where immigrants are not discriminated against within the
labour market of their host country. Everywhere else, at least in countries for which statistical data is
available, the rate of employment of immigrants is significantly lower than that of nationals. However, the
high probability of employment of immigrants in South Africa is coupled with their high probability of being
employed in informal or precarious activities (Fauvelle, 2014).

12 Defined as the percentage of persons residing in a destination area who were also born in the same major area.
13 This information is available in census 2011 but not in the two other censuses.
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South Africa has a relatively small informal sector compared to other Sub-Saharan African countries (about
32,7 per cent of total non-agricultural employment). Regardless, it isessential to take into account the
informal sector when one studies the impact of immigration on the labour market. Immigrants are over-
represented in the informal sector, almost twice as much as nationals (ibid). There are several possible
explanations for this. One explanation is that the informal sector has the lowest entry cost into the labour
market. Another is that immigrants overwhelmingly come from African countries with large informal
sectors. They may, therefore, be importing types of informal activities that are prevalent in their countries
of origin. The probability that immigrants are employed in precarious activities is also, after one has
controlled for age, level of education, and population group, higher than for non-migrants (ibid). This
reinforces the need to include the informal sector in any study of the consequences of South-South
migration in South Africa.

This higher presence of immigrants in the informal sector is in line with the situation observed elsewhere;
immigrants are more likely to be in the most precarious sectors of national economies. These results raise
the question of the relative position of immigrants in the South African labour market compared to native
workers. Are they better off because they are more likely to be employed or less well off because they
endure poorer working conditions? The aim of this paper is not to answer this question. Still, the situation
of immigrants in the South African labour market calls for one to take into account two labour market
indicators: the rate of employment; and employment in the informal sector. The aim in doing this is to
study how immigration can impact the employment rate of nationals and relevant sectors of activities
(formal versus informal). The available dataset for South Africa offers the opportunity to study the
relationship between immigration and the implication for nationals in informal activities.

Statistical data on immigration in South Africa

Two databases can be used to study migration issues on the labour market. There is the migration module
piloted by Statistics South Africa (Stats SA) in the third quarter of the 2012 Quarterly Labour Force Survey
(QLFS). However, this survey presents two limits. First, the migration module has only been administered
once, which prevents any panel data analysis. Moreover, is the sample size is very small, especially if one
only considers (for reasons explained below) the population of males between 15 and 64 years old. There
are only 1 319 working age individuals in the sample and 44 per cent of them are women.

The second source of data is the South African censuses. Three censuses have been held in South Africa
since the end of Apartheid, in 1996, 2001 and 2011. Taking into account the country's population
(51,77 million according to Census 2011) a 10 per cent sample of the census is large enough to constitute a

robust sample of the immigrant population (Table 1).4

14 Facchini and Mayda (2013) do not use census 2011 because of the date of their research - they use data from the 2007 South
African Community Survey. We chose here to use only census data. The advantage of the census is also the size of the sample.
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Table 1. Sample size by census year (10% sample)

Census year

1996 2001 2011
Immigrant 39,252 48,146 80,593
Total population 1,124,840 1,363,756 1,237,257

As has been done in most empirical analyses applying Borjas’ methodology, the analysis is restricted to
males aged 15-64 who participated in the labour force. Persons that are either not economically active or
younger than 15 are excluded from the sample. Females are excluded because it is more difficult to
evaluate their experience on the labour market. In the absence of direct information on the number of
years a person has spent on the labour market, the proxy that is used to measure work experience is the
age of the person minus a certain number of years depending on the person's level of education. This proxy
is not adapted to women who may have known more frequent career breaks than men.

As is usual in studies a /o Borjas (2003), we distinguish between 4 different levels of education: level 1
corresponds to persons with no education or less than a completed primary level of education; level 2 to
persons with a completed primary level but less than a completed secondary level of education; level 3
includes persons with a completed secondary level of education; and level 4 encompasses persons who
have a higher level of education.

Concerning work experience, | take the age of the person minus 16 for those with a level 1 education,
minus 17 for those with a level 2 education, minus 21 for those with a level 3 education and minus 23 for
those with a level 4 education. In other words, we assume that the individuals with the lowest level of
education have entered the labour market at the age of 16 years old and that the more educated entered
at the age of 23. Then we distinguish 6 different intervals concerning their number of year of experience on
the labour market; the first interval regroups those with 0 to 6 years of experience, the second with 6 to 10
years and so on, with a 5 years step for the following intervals.

Combining the level of education with work experience, one gets 32 different combinations. They are the
32 different skill levels that are considered in this empirical study. Table 2 gives the percentage of migrants
in each skill set for each census. Different observations can be drawn from this table.

WWW.miworc.org.za 15 .
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Table 2. Immigrant as a percent of total 15-64 year population

Immigrant share

Education Work Census year

level experience 1996 2001 2011
1 1 3.82 1.97 5.24
2 4.15 5.15 15.08

3 3.94 433 15.48

4 3.60 3.34 13.72

5 3.90 2.79 8.71

6 4.19 2.46 5.96

7 3.67 2.33 4.43

8 3.19 1.78 3.52

2 1 2.79 1.28 2.79
2 2.51 4.81 10.43

3 2.58 3.50 11.27

4 2.40 2.95 9.68

5 2.42 2.22 7.11

6 4.85 2.01 4.85

7 2.49 1.45 3.59

8 2.84 1.31 2.92

3 1 1.77 1.80 4.30
2 2.20 2.22 6.70

3 3.47 2.81 6.23

4 5.15 434 5.35

5 6.73 5.59 5.16

6 9.63 8.07 4.72

7 12.48 11.60 5.20

8 12.79 13.50 6.62

4 1 4.35 4.05 6.24
2 5.18 5.48 10.98

3 6.07 7.10 10.65

4 7.33 8.83 9.58

5 9.10 10.59 9.68

6 12.33 13.92 9.87

7 13.28 18.5 10.84

8 16.48 18.49 14.29

-,
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First, one can notice that the evolution of immigrants over the years presents a clear change occurring
between the 2001 and the 2011 censuses. The figures in the third column of the table differ, for most skill
sets, from the two former columns.

The share of immigrants with 6 to about 16 years of work experience has strongly increased. For instance,
the share of immigrants with a very low level of education (education level 1) and less than 16 years of
work experience represented about 15 per cent of the population in census 2011 and only about 4 per cent
in the two former censuses. One can notice the same evolution for the three other levels of education but
it is for the least educated that the increase is the most spectacular. That situation is certainly a reflection
of the post-Apartheid evolution of migration to South Africa that has attracted many low educated persons
from Sub-Saharan countries, especially neighbourhood countries.

One can also observe in Table 2 that the share of immigrants with a longer work experience (more than 30
years) has almost remained constant over the three censuses for the low and middle educated
respondents. Conversely, this share has significantly decreased concerning more educated immigrants.
That is particularly noticeable for those with a secondary level of education (education level 3). They
represented about 12 per cent of the population (for those with more than 30 years of work experience) in
1996 compared to about 5 per cent in 2011.

In other words, the figures in Table 2 seem to suggest that the most recently arrived immigrants in South
Africa are less educated and have less working experience than immigrants who arrived earlier. At least,
these are the characteristics of the foreign born population present in South Africa in 2011. The limit of
census data is that one does not know resondents’ year of arrival in South Africa. In other words, censuses
provides a clear picture of the characteristics of the stock of immigrants but are a lot less adapted to study

the characteristics of immigrant waves.*

South African censuses offer the possibility of constructing different dependent variables to measure the
labour market situation of native workers. Concerning employment, the following two variables have been
considered:

e Employment to labour force ratio (Emp/LF): the ratio of national male workers employed over the
total number of male workers in the labour force (official definition)

e Employment to population ratio (Emp/Pop): the ratio of national male workers employed over the
total number of 19-64 years male in the population

The main difference between the first and the second definition of employment is related to the definition
of the labour force. In the South Africa censuses, there is what is called the official definition of
employment where those who are not currently employed are not included in the labour force; there is
also an extended definition where those who are not currently employed are counted among the labour
force. The two different definitions are present in Census 2011 but not in the two former censuses. Due to

15 Census 2011 provides the date of arrival of immigrants into South Africa. This question could therefore be examined for the 2011
census.
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data availability, this analysis retains the official definition to measure the labour force. However, it is not a
very satisfying definition, especially for the youth and/or least educated workers who face a high
unemployment rate. Thus, a second measure has been considered where the employment rate is a
percentage of the total population between 15-64 years.® This second measure of employment seems
more suited to describe the situation of a labour market (like South Africa’s) affected by very high
unemployment.

According to the first measure, employment among nationals represents, on average in 2011, about 70 per
cent of the male labour force (official definition) but only 52 per cent of the male population. In other
words, almost half of men between 16 and 64 years declare that they are not working. Some of them
declare that they are actively searching for a job and are therefore included in the labour force. However,
this low level of employment (as a percentage of the population) suggests that a lot of individuals are
looking for a job and are therefore not included in the labour force. Thus, one can consider the ratio of
citizen employment to the population as a better description of the present situation of the South African
labour market.

Table 3 presents the figure concerning the level of employment for nationals within different skill levels and
for the three censuses. Different observations can be drawn from this table and most of them provide a
very clear picture of the consequences of the end of Apartheid on the labour market. On average the rate
of employment of nationals has decreased over the three censuses. It was about 66 per cent on average in
1996, 44 per cent in 2001 and 52 per cent in 2011. The same evolution is noted if one excludes those with
less than 10 years of experience on the labour market. That increase in the rate of unemployment is
therefore not related to the change of behaviour concerning investment in human capital.

16 As indicated above, all of the figures concern only the male population.
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Table 3. Native employment rate as percent of total 15-64 population

Native employment rate

Education Work Census year

level experience 1996 2001 2011
1 1 25.32 5.55 8.22
2 35.42 19.45 23.63

3 42.75 26.51 29.10

4 47.19 31.31 33.45

5 50.98 33.56 38.58

6 53.15 34.84 42.08

7 54.62 33.21 40.87

8 55.31 28.66 37.64

2 1 29.38 4.64 7.94
2 41.54 25.98 34.56

3 52.58 32.94 43.32

4 59.61 38.22 47.38

5 65.58 41.26 51.07

6 68.19 41.96 53.69

7 69.87 39.65 53.41

8 70.41 34.04 49.35

3 1 48.50 26.19 31.47
2 65.30 49.03 56.55

3 76.60 59.91 63.11

4 81.61 65.68 66.73

5 83.81 67.31 69.16

6 82.74 63.69 69.62

7 80.30 52.95 66.50

8 79.95 37.86 56.44

4 1 82.44 47.89 49.42
2 88.73 71.25 74.49

3 90.36 78.09 78.86

4 90.00 79.29 81.30

5 88.35 77.82 81.17

6 85.03 70.80 80.66

7 84.20 55.69 75.52

8 80.07 36.13 60.18
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It is, however, the change in educational strategy that explains the very low level of employment of those
with less than 5 years of work experience, especially among those with a primary or less than a primary
level of education (education levels 1 and 2). The boom in the pursuit of education at all levels of education
is clearly noticeable in Table 3 with the structural change occurring quickly after the demise of Apartheid.
Less than 10 per cent of the population under 18 and with a primary or less than a primary level of
education were employed in 2001 and 2011. While this figure may indicate that the highest rate of
unemployment sits with the less educated, above all, it indicates that most of these persons are at school.
This certainly testifies to the profound changes that have been implemented in the education system with
the end of segregation, the transformation of the school curriculum, and the training of teachers. South
Africa’s evolution toward the pursuit of education is also present for higher levels of education.What is also
noticeable for persons with a secondary, and especially a tertiary level of education, is that their rate of
employment had not decreased in 2011 compared to 1996 and has, on average, increased since 2001.

In addition to employment, this analysis considers the level of informal employment (Infor/Emp). This
variable is defined as the ratio of South African male workers employed in the informal sector over the total
number of employed male workers. As indicated above, immigrants in South Africa present two
characteristics, a high level of employment coupled with a high presence in the informal sector of the
economy. Thus, one can wonder if and how that situation may impact native workers and, in particular,
their probability to be in the informal sector. The following estimations will therefore examine the level of
informal activities among native workers. However, this variable is only present in the 2011 Census.

Table 4 presents the statistics concerning the level of informal activities among native employed workers.
More than a majority of the employed workers without a completed primary level of education work in the
informal sector (except for those with long work experience). Employment in the informal economy clearly
decreases with the level of education; less than a quarter of workers with a higher level of education work
in informal activities. The figures in the table allow us to say that work experience does not seem to a be a
strong protection against informality.

Table 4. Native informal activities as a per cent of total native employment

Native informal activities

Work experience

Education level 1 2 3 4 5 6 7 8
1 49.67 56.65 53.63 51.98 47.46 42.93 40.05 37.99
2 37.24 42.40 41.80 40.06 36.06 32.19 29.44 28.41
3 26.86 28.54 27.49 26.28 24.53 23.19 23.97 25.99
4 21.54 24.39 22.72 21.06 20.80 21.26 22.98 28.71

The empirical study does not examine the possible impact of immigrants on South African workers' wages.
South African Censuses include a question about income but both the 2001 and 2011 censuses are

.
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considered unreliable on the income variable with high percentages of respondents indicating having no
income at all (Barnes et al., 2006). Moreover, the income data includes all receipts by individuals, in cash
and in kind, whatever the source (Census 2011). As such, it would be difficult to use it as an indicator of the
situation of nationals in the labour market, which is a proxy for wage. For these two reasons, | choose not
to take income into account in the following empirical study. For the researcher, this lack of reliable data on
wagesis regrettable since one can expect that immigration’s impact on wages can be considerable in South
countries due to the quasi-absence of labour market regulations. This is especially true by definition in the
informal sector, and in the absence of minimum wage laws. On this point, the labour markets of global
South countries, and South Africa in particular, appear to be closer to the US model than to that of
Europe.t’

The empirical analysis

The aim of the empirical study is to understand the effect that the percentage of migrants with a specific
skill level has on nationals with the sam skill level. More precisely, the equation to be estimated is:

Yije = Bmj + i + wj + ¢+ (€ x wy) + (€% &) + (wj * ¢r) +wije (1)

Here Yj; is the labour market outcome for a South Africa male worker with education i (i = 1...4) and work
experience j (j = 1...6) for census year t (t=1996, 2001 or 2011). my: is the variable of interest. It is the
percentage of immigrants with education i, work experience j at time t.

More precisely, the equation is:
o My,
ijt —
M;j: + Nijt

(2)

where Mijt is the number of immigrants with education i, work experience j at time t and Ny is the number
of nationals with education i, work experience j at time t. The immigrants are defined, as explained above,
as individuals who were born in a foreign country.

The other explanatory variables are a set of fixed effects that aim to take into account the education level
(e:), work experience (w;) and the time period (c:). These fixed effects control for differences in labour
market outcomes that can be related to education level, the length of work experience or the time of
observation. Interactive variables that combine these three sets of fixed effects are also introduced to
control for the fact that labour market outcomes may differ according to skill levels (e; * w;). The other
interactive variables control for the fact that the relationship between education and labour market
outcome (e; * ct) or work experience and labour market outcome (w; * ¢) may have changed over the
period. Then, one has the usual residual term (ui).

17 This is Facchini and Mayda’s (2013) conclusion, whose empirical analysis, based on South African census data finds a negative
impact of immigration on income.
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Table 5. Impact of immigrant share — Estimation results
Emp Emp Infor
) (Pop) (Emp) (N)
(1) Full sample 0.078 -0.388 96
(0.28) (-0.75)
(2) Census 1996 -1.902***  -1.805%** 32
(-3.69) (-3.38)
(3) Census 2001 -1.389%**  _1.911%** 32
(-22.49) (-5.96)
(4) Census 2011 -1.629%** -1.512%** 1.334%** 32
(-9.04) (-6.56) (10.82)
(5) Full sample without 1-5 years work exp. -0.149 -0.846** 84
(-0.35) (-1.97)

The table reports only the coefficient of the immigrant share and the t statistics.
Clustered robust standard errors with education/work experience cells are cluster variables except for the annual estimations.
* **and *** indicate the level of significance at respectively 10 per cent, 5 per cent and 1 per cent.

Table 5 presents the results of the above estimations. The table gives only the estimated coefficient of the
variable of interest, the immigrant share (mj). Estimation (1) has been done on the full sample, which
includes the three censuses. As one can observe, neither of the two estimated coefficients on row 1
reaches a level of statistical significance. This first result would suggest that immigrants have no impact on
the situation of nationals in terms of employment. However, the three following rows of the table present
the results of the estimation done for each census separately. All the estimated coefficients present a
negative sign and are highly significant. In other words, according to these estimation results, the higher
the immigrant share with a given skill level, the lower the employment rate of nationals with the same skill
level.

How do we reconcile these divergent econometric results? Firstly, we have run a Fisher test, the results of
which indicate that there is no significant difference between the estimated coefficients of a constrained
regression (which pooled the three census datasets without any fixed effect) and the coefficients of the
separate regressions run on each census dataset. A second Fisher test indicates that an estimation based
on the pooled dataset is justified and should include time dummy variables. Then we have estimated the
panel dataset but excluded skill sets that correspond to less than 5 years of work experience. As noted in
Table 2 these persons have a very low rate of employment because they are enrolled in training. The
results are presented in row 5 of Table 5. The estimated coefficient for the estimation of employment as a
percentage of labour force, while negative, is not significant. However, the estimated coefficient when
using the second measure of employment (employment as a percentage of total population) is negative
and highly significant. As explained above, this second measure of employment seems more appropriate in
a context of high unemployment. Thus, this estimation leads to the conclusion that the presence of
immigrants clearly reduces the level of employment of South Africans.



Immigration and the South African labour market

The last result concerns informal activities. As one can observe in row 4 of Table 5 the estimated coefficient
associated with immigrant share is positive and highly significant. That means that the higher the presence
of immigrants with a given skill level, the higher the presence of nationals in the informal sector. The exact
same results are found if informal activities are measured as a percentage of the labour force. It is also the
case if one introduces the estimated level of employment into the equation. Even in higher levels of
employment and lower levels of informal activities, the immigration effect remains. In sum, the presence of
immigrants contributes to developing the informal sector among nationals. The remaining question is to
interrogate how this result relates to the question of the impact of immigration on the employment of
nationals.

Immigration has a negative impact on the employment of native workers and, at the same time,
contributes to increasing the presence of nationals in the informal sector. The importance of informal
activities for each skill set is higher when the level of employment is lower (the coefficient of correlation
between these two variables is 0,8). In sum, the presence of immigrants seems to generate a double
movement of nationals towards unemployment and informal activities. However, a previous analysis has
also shown that informal activities are, cetirus paribus, higher among migrants than nationals (Fauvelle,
2014). Thus, the question remains if this evolution of the nature of employment has to be considered as
detrimental or beneficial to nationals. Here again, as noted in Fauvelle (2014), the absence of reliable data
on wage and income is a key barrier to a better understanding of the consequence of immigration on the

South African labour market.
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Conclusion and perspectives

The aim of this paper was to examine empirical literature’s methodology vis-a-vis immigration’s impact on
the situation of nationals in the labour market. Part of this literature, based on the examination of spatial
correlation between immigration share and the labour market situation of nationals, is facing a problem of
endogeneity. To get around this issue in the context of countries in the global is hardly conceivable, in
particular due to the important data limitation on the temporal evolution of immigration flows. Borjas’
(2003) methodology, based on national level data and the distinction of native and immigrant workers
according to their skill level, seems to be more appropriate to the context of global South countries.

The application of Borjas’” methodology to the context of South Africa finds that immigration seems to be
detrimental to the employment situation of native workers. Indeed, the main result of the empirical
analysis presented in this paper is that a higher share of immigrants with a given skill level is associated
with a lower level of employment for nationals with the same skill level. A higher share of immigrants is
also associated with higher levels of nationals in informal activities. However, as discussed above, the
double movement of nationals towards unemployment and informal activities is not necessarily a negative
consequence for nationals. It couldalso be the reflection of the economic transformation of South Africa
since the demises of the Apartheid regime, marked by a profound shift in the migratory context and
simultaneous structural changes in the labour market. The question remains how applicable Borjas’
empirical analysis is in the context of countries undergoing profound and rapid economic changes. This
guestion was already raised by Ortega and Verdugo (2014) in the French context. They argue that the
positive impact of immigration on the rate of employment of nationals found in their empirical study