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How Immigrants Contribute 
to South Africa’s Economy
Immigrants contribute considerably to South Africa’s economy. In contrast to popular 
perception, immigration is not associated with a reduction of the employment rate of 
the native-born population in South Africa, and some groups of immigrants are likely 
to increase employment opportunities for the native-born. In part due to the high 
employment rate of the immigrant population itself, immigrants also raise the income per 
capita in South Africa. In addition, immigrants have a positive impact on the government’s 
fi scal balance, mostly because they tend to pay more in taxes. Policies focused on 
immigrant integration and fi ghting discrimination would further enhance the economic 
contribution of immigrants in South Africa.

How Immigrants Contribute to South Africa’s Economy is the result of a project carried 
out by the OECD Development Centre and the International Labour Organization, with 
support from the European Union. The project aimed to analyse several economic 
impacts – on the labour market, economic growth, and public fi nance – of immigration 
in ten partner countries: Argentina, Costa Rica, Côte d’Ivoire, the Dominican Republic, 
Ghana, Kyrgyzstan, Nepal, Rwanda, South Africa and Thailand. The empirical evidence 
stems from a combination of quantitative and qualitative analyses of secondary, and in 
some cases primary, data sources.
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Foreword

Immigration is intrinsically linked with South Africa’s history, and migrant labour 
contributes significantly to the economy. Although some of the effects of immigration 
have been investigated in South Africa before, there is a need for more systematic 
empirical research into how immigrants contribute to the economy. Such research informs 
the debate on migration flows, which are increasing globally in particular outside the 
traditional high-income regions. Research also constitutes a basis to understand which 
policy responses should be instituted for the good of both immigrants and the destination 
countries.

The OECD Development Centre, the International Labour Organization (ILO) and 
the European Commission have worked together to tackle these challenging questions. 
Working across different contexts, the goal is to help countries design effective policies 
for leveraging immigration for positive development outcomes. This has included 
providing advice on the governance of comprehensive immigration systems and linking 
development strategies for policy coherence within a country and across countries.

This report, How Immigrants Contribute to South Africa’s Economy, is a step 
forward in assessing the contribution of immigration to development and improving 
the design of migration and development strategies. It builds upon the joint OECD-ILO 
project, Assessing the Economic Contribution of Labour Migration in Developing 
Countries as Countries of Destination (ECLM). The project carried out comparable 
analyses for South Africa and nine other countries – Argentina, Costa Rica, Côte d’Ivoire, 
the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda and Thailand – to present 
a greater understanding of immigration’s economic impacts. Different key components 
of the economy are explored through a combination of quantitative and qualitative 
methodologies.

The report examines empirically how immigrants affect key segments of the 
economy. These segments include: the labour market in terms of labour force and human 
capital, economic growth, and public finance. It analyses the political and historical 
context of immigration and suggests ways to maximise the impact of immigrants in 
different contexts through appropriate policy responses. The report highlights the fact 
that the impact of immigration is not straightforward. It depends on the country context 
and economic conditions. However, any country can maximise the positive impact of 
immigration by improving policies to better manage and integrate immigrants so that 
they can invest and contribute to the economy where they work and live while staying 
safe and leading fulfilling lives. The report also provides a basis for dialogue and policy 
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guidance for development practitioners and policy makers who attempt to integrate 
immigrants into their economy and society for the benefit of both immigrants and 
native-born citizens.

The European Commission, the OECD Development Centre and the ILO look forward 
to continuing their co-operation with South Africa with a view to providing decent work 
for migrant workers and improving economic and development outcomes.

Mario Pezzini
Director of the OECD Development  
Centre and Special Advisor to the  

OECD Secretary-General on Development

Manuela Tomei
Director of the Conditions  

of Work and Equality Department, 
International Labour Organization
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Facts and figures of South Africa
(Numbers in parentheses refer to the OECD average)

 The land, people and electoral cycle

Population (million)e 55.9 Land area (thousand km2)e 1 213

Under 15 (%)e 29 (18) Form of government
Parliamentary 

republic

Population density (per km2)e 46 (37) Last election 7 May 2014
 

 The economy

GDP, current prices (billion USD)e 294.8 Exports of goods and services (% of GDP)e 30.4 (27.8)

GDP growthe 0.3 (1.7) Imports of goods and services (% of GDP)e 31.5 (27.2)

GDP per capita, PPP (thousands, current 
international USD)e 13.2 (41.9) GDP shares by sector (%)d

Inflation ratee 6.3 (0.4) Agriculture, forestry and fishing 2.3 (1.5)

General government total expenditure (% of GDP)e 28.9 Industry, including construction 29.2 (24.3)

General government revenue (% of GDP)e 33.5 Services 68.5 (74.2)
 

 Well-being

Life satisfaction (average on 1-10 scale) e 4.8 (6.5)
Population with access to improved 
sanitation facilities (%)d 66 (98)

Life expectancyd 62 (80) Mean years of schoolingd 10.3

Income inequality (Gini coefficient)b 63.4
Proportion of population under national 
minimum income standard (%)c 55.5

Gender inequality (SIGI index)c 0.06 (0.02) Unemployment rate (%)f 27.3 (6.1)

Labour force participation (% of population ages 15+)b Youth unemployment rate (ages 15 to 24, %)f 54.2 (13.2)

    Native-born 61.2
Satisfaction with the availability of affordable 
housing (% satisfied)e 37 (54)

    Foreign-born 78.8 Enrolment rates

Employment-to-population ratio (% of population 
ages 15+)b     Primary (Net)a 83 (96)

    Native-born 36.0     Secondary (Net)a 67 (87)

    Foreign-born 60.8     Tertiary (Gross)c 19 (70)

Note: Data from a) 2005; b) 2011; c) 2014; d) 2015; e) 2016; f) 2017.

Source: Central Intelligence Agency, The World Factbook 2017. Washington, DC https://www.cia.gov/library/publications/
the-world-factbook/index.html; Gallup (2015), Gallup World Poll (database), Gallup Organisation; IMF, World Economic Outlook 
Database, International Monetary Fund, October 2017 edition, Washington DC; Minnesota Population Center, Integrated 
Public Use Microdata Series, International: Version 6.5. Minneapolis: University of Minnesota, 2017. http://doi.org/10.18128/
D020.V6.5.; Statistics South Africa (2012), “Census 2011”, Statistical Release P0301/4 and Census 2011 microdata, 
Statistics South Africa, Pretoria, http://www.statssa.gov.za/?page_id=3839.; OECD, SIGI Social Institutions and Gender index, 
http://www.genderindex.org/; UNESCO Institute for Statistics, Data Centre, http://data.uis.unesco.org/; World Bank, World 
Development Indicators (database), http://data.worldbank.org/, Washington DC. 

https://www.cia.gov/library/publications/the-world-factbook/index.html
https://www.cia.gov/library/publications/the-world-factbook/index.html
http://doi.org/10.18128/D020.V6.5.
http://doi.org/10.18128/D020.V6.5.
http://www.statssa.gov.za/?page_id=3839.
http://www.genderindex.org/
http://data.uis.unesco.org/
http://data.worldbank.org/
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Executive summary

Immigration has been part and parcel of South Africa’s history, and for much 
of the 20th century, migration policy was shaped by the “two-gate policy”. 
The front gate welcomed people who met the requirements of the apartheid 
state, while the back gate was used to facilitate a steady flow of cheap labour 
on a temporary basis. In the post-apartheid era, the pressure to provide jobs 
for native-born South Africans increased, while managing migration flows 
from neighbouring countries and further afield became more challenging.

South Africa is one of the few middle-income countries where the impact 
of immigration has been widely analysed. The current report contributes and 
adds to the existing literature by assessing the economic impact of immigrants 
based on common methodologies that are applied across ten partner countries. 
This report is innovative in that nationally representative population census 
data are used to assess the contribution of immigrants to labour markets, 
economic growth and public finance.

The methodology was developed in the context of a project, Assessing 
the Economic Contribution of Labour Migration in Developing Countries as 
Countries of Destination (ECLM). The project was co-financed by the European 
Union’s Thematic Programme on Migration and Asylum and implemented 
jointly by the OECD Development Centre and the ILO, from August 2014 to July 
2018. The project analysed several economic impacts – on the labour market, 
economic growth and public finance – of immigration in ten partner countries. 
The empirical evidence stems from a combination of quantitative analyses of 
primary and secondary data sources with qualitative analyses.

A national consultation seminar on 23 June 2015 launched the project’s 
activities in South Africa. It was organised in collaboration with Statistics South 
Africa, the Department of Labour, the Delegation of the European Union to 
South Africa, and the ILO Decent Work Team for Eastern and Southern Africa 
and Country Office for South Africa, Botswana, Lesotho and Swaziland.
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The considerable contribution of immigration to South Africa’s 
economy

The analysis in this report demonstrates the contribution of immigrant 
workers to South Africa’s economy, and focuses on three dimensions of this 
contribution: labour markets, economic growth and public finance.

●● Labour market impact on native-born workers

	 Immigrants are well-integrated into the labour market in terms of employment 
and unemployment rates, and in general do not seem to displace native-born 
workers. Immigrant workers are more likely to be employed than native-born 
South Africans, which is consistent with the country’s very low employment 
rate. Immigration seems to be, at least in part, demand-driven, and immigrant 
workers are frequently found in occupations with high growth rates. Levels of 
education are more polarised at the lower and higher ends of the educational 
spectrum for immigrant workers than for native-born South Africans, and 
the high share of immigrant workers with tertiary education seemed to be in 
line with the growth of high skill jobs. This advantage has however become 
less pronounced over time, as education and skills levels of the native-born 
population have increased.

	 The labour market impact analysis demonstrates no significant effects of the 
presence of immigrant workers on native-born employment at the national 
level. However, at the sub-national level, the presence of immigrant workers 
has both negative effects (lower employment rates) and positive effects (higher 
incomes) for the native-born population. In addition, the presence of new 
immigrants, who have been in South Africa for less than ten years, appears 
to increase both the employment rate and the incomes of South African-born 
workers.

●● Economic growth

	 The impact of immigration on gross domestic product (GDP) per capita is 
positive, and the estimates from an econometric model show that immigrant 
workers may raise the South African income per capita by up to 5%. This result 
is not surprising given the limited or even positive impact of immigration 
on native-born employment rates, and the relatively high employment rate 
of immigrant workers. This could be due to the higher average educational 
attainment of foreign-born workers, the higher share of foreign-born individuals 
in the working-age population as well as the possible increase in total factor 
productivity through efficiency gains as a result of, for example, increased 
specialisation of the labour force.

●● Public finance

	 Immigrants also have a positive net impact on the government’s fiscal balance. 
This is due to the fact that they tend to pay more in taxes, especially in income and 
value added taxes. In 2011, the per-capita net fiscal contribution of immigrants 
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ranged between 17% under the average cost scenario and 27% under the marginal 
cost scenario. Native-born individuals, on the other hand, contributed -8% under 
both scenarios.

Policies to boost the economic contribution of immigration

This report identifies three areas of policy interventions that merit 
particular attention with a view to boosting the economic contribution of 
immigration, namely adapting migration policies to labour market needs, 
fighting discrimination and investing in immigrant integration. These areas 
also feature in the government’s 2017 White Paper on International Migration, 
which acknowledges the positive contribution immigration can make to the 
South African economy.

Better linking labour market needs and migration policies requires effective 
labour market information systems. Such systems should not only be fed by 
regular data and information on foreign-born and native-born workers, but 
also be linked to institutional arrangements which allow for an articulation of 
employment policy with migration policy, as well as an adequate representation 
of social partners.

Specific measures to counter discrimination in the labour market and 
the workplace should be encouraged. This is particularly the case with respect 
to the vulnerable position of low-skilled workers. Measures could range from 
awareness raising regarding social and cultural differences and stereotypes, 
to monitoring of incidents and enforcement of labour standards on equal 
treatment of foreign-born and native-born workers.

In the area of integration policies, it is important to recognise that such 
policies cannot be the responsibility of an individual government department. 
Rather, what is needed is a coherent whole-of-government approach, which 
addresses all dimensions of immigrants’ integration. Such an approach to 
integration builds on a strong collaboration between government departments 
and involvement of social partners.
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Chapter 1

Immigrants’ contribution 
to South Africa’s economy: 

Overview and policy implications

This chapter provides an overview of the overall report. It first describes the 
project on Assessing the Economic Contribution of Labour Migration in Developing 
Countries as Countries of Destination, and its implementation in South Africa. 
It then presents the report’s key findings regarding the foreign-born population 
in South Africa, in particular the significant economic contribution made by 
immigrants, and the limited or even positive impact of the presence of immigrant 
workers on native-born labour market outcomes. The chapter ends with policy 
implications related to how immigrants affect South Africa’s labour market, 
economic growth and public finance.
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South Africa’s history and position as a regional economic powerhouse make it a 
major destination country for immigrants from the region and from further afield. 
Even though various aspects of immigration have been the subject of research 
before, a comprehensive study into the economic contribution of immigrants has 
been lacking. At the same time, public debate would benefit from an analysis of 
the role of immigrant workers, to better inform policy makers and public opinion 
and in view of xenophobic sentiments which at times emerge in the media and 
elsewhere in South Africa.

This report aims to provide policy makers and the general public with 
empirical evidence on the economic role of immigrants in South Africa. It was 
written in the context of a joint OECD Development Centre – International 
Labour Organization project on Assessing the Economic Contribution of Labour 
Migration in Developing Countries as Countries of Destination (Box 1.1).

The report comprises six chapters. Chapter 1 assesses the overall economic 
contribution of immigration in South Africa and draws some policy implications. 
Chapters  2 and 3 describe the underlying context shaping the economic 
contribution of immigration to South Africa. Chapter 2 provides a brief overview 
of the country’s immigration history and current policies, and Chapter  3 
compares the labour market outcomes and characteristics of the foreign- and 
native-born populations. Chapters 4 to 6 investigate different economic impacts 
of immigration: its effect on the labour market outcomes of the native-born 
population (Chapter 4), immigration’s contribution to economic growth (Chapter 5)  
and the impact of immigrants on public finance (Chapter 6).

This country report can be read in conjunction with the project’s 
comparative report (OECD/ILO, 2018). While the current report provides an 
in-depth discussion of the economic contribution in South Africa, the integrated 
report presents a comparative overview of the findings across the project’s ten 
partner countries. It seeks to explain patterns in these outcomes based on the 
characteristics of the countries and their immigrant populations.
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Box 1.1. What is the added value of the project?

In August 2014, the OECD Development Centre and the International Labour 
Organization (ILO) launched a project, co-funded by the European Union’s (EU) Thematic 
Programme on Migration and Asylum, on Assessing the Economic Contribution of 
Labour Migration in Developing Countries as Countries of Destination. This project, 
implemented from 2014 to 2018, aimed to analyse the economic impact of immigration 
in developing countries across a variety of dimensions.

The OECD, ILO and EU launched the project to address a dual reality. More than 
one third of international migrants (UN DESA, 2017) and 25% of all working-age 
international migrant workers (ILO, 2015) currently live in low- and middle-income 
countries, and yet little is known about how these economies are affected by immigrant 
populations. This stands in stark contrast to the depth of literature on the economic 
impacts of immigration in high-income (usually OECD) countries (Kerr and Kerr, 2011; 
Bodvarsson and Van den Berg, 2013; and Böhme and Kups, 2017). This missing analysis 
would not be an issue if the existing research results on OECD countries applied equally 
to non-OECD countries, but they may be different due to a different context.

A large number of immigrants in developing countries come from within their 
region while many OECD countries host immigrants from the entire globe. Moreover, 
the economic and policy context in which these immigrants integrate into the labour 
market is different. As an example, the share of informal employmenta tends to 
be more elevated in lower- than in higher-income countries. Both of these factors 
likely contribute to impacts of immigration that differ between developed and 
developing countries. Understanding these differences could help low- and middle-
income countries formulate immigration and integration policies that maximise the 
development potential of immigration.

The project was carried out in collaboration with ten partner countries: Argentina, 
Costa Rica, Côte d’Ivoire, the Dominican Republic, Ghana, Kyrgyzstan, Nepal, Rwanda, 
South Africa and Thailand. They were selected based on their interest in the project, a 
substantial (but varying) share of immigrants and a relatively low share of humanitarian 
immigrants. By working with a diverse group of countries in terms of their geographic 
location and economic and immigration history and characteristics, the project aimed 
to provide an indication of the range of possible economic impacts of immigration in 
developing countries. It therefore addressed not only stakeholders in the ten partner 
countries, but equally policy makers and other interested parties in other low- and 
middle-income countries with mid-sized to large immigrant populations.

The project examines empirically how immigrants contribute to their host countries’ 
economies by focusing specifically on: i) labour markets, not only in terms of labour 
force and human capital, but also employment and wages; ii) economic growth, in 
particular production and productivity, at both firm and economy levels; and iii) public 
finance, including public spending and fiscal contributions (Figure 1.1).
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Figure 1.1. Immigration: Contributing to host countries’ economies

Economic
growth

Public
finance

Labour
markets

Immigration

The methodologies to analyse these various impacts generally follow those used 
in other contexts and published in the academic literature. Leading migration 
researchers provided their perspectives on suitable methodologies at an international 
expert meeting that took place at the OECD in Paris on 23-24 February 2015.b Data 
constraints sometimes made it impossible to analyse all aspects in every partner 
country. Each country report and the integrated report provide detailed descriptions 
of their methodologies.

a. Informal employment encompasses the following situations: own-account workers and employers 
in their own informal sector enterprises, own-account workers producing solely for their households, 
contributing family workers, members of informal producers’ co-operatives and employees holding informal 
jobs (that is, if their employment is not subject to for example national labour law) (Hussmanns, 2004).
b. For more information, see: www.ilo.org/global/topics/labour-migration/events-training/WCMS_344708/
lang--en/index.htm.

Box 1.1. What is the added value of the project? (cont.)

http://www.ilo.org/global/topics/labour-migration/events-training/WCMS_344708/lang--en/index.htm
http://www.ilo.org/global/topics/labour-migration/events-training/WCMS_344708/lang--en/index.htm
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Impact of immigration assessed by prior literature  
and contribution of the project

In view of the increased importance of migration in recent decades as well 
as concerns about jobs and inequality, South Africa has become increasingly 
aware of the need to effectively manage immigration and integrate immigrants 
into labour markets. In fact, the government’s 2017 White Paper on International 
Migration (DHA, 2017) marked a shift to a greater emphasis on capturing the 
economic benefits from migration, which was also the intention behind some 
earlier policies such as those related to “critical skills”.

While interest in the labour market effects of immigration outside the 
traditional high-income destination countries is growing, few empirical studies 
have been undertaken. Nevertheless, South Africa is one of the countries in 
which literature on the labour market impact of immigration is available. For 
example, an inventory of existing data on migrant workers has been established 
(Budlender, 2013a), and recommendations for improvement of migration 
statistics have been developed (Budlender, 2013b and c). A comparison between 
the labour market position of immigrants and native-born individuals has 
been produced, based on 2012 data from the Quarterly Labour Force Survey 
(Budlender, 2014; Fauvelle-Aymar, 2014). Broader assessments of migration 
trends and policies have also been made (Crush and Williams, 2001, 2010; Crush, 
2008, 2011; Crush, Peberdy and Williams, 2006; Hammerstad, 2011; Mthembu-
Salter et al., 2014; Rasool and Botha, 2014; Waller, 2006).

Facchini, Mayda and Mendola (2013) assess the impact of immigration on 
native-born employment in South Africa. They find small negative effects of 
immigration on the income of native-born workers, but not on the employment 
at the national level, and the reverse at the district level (i.e. a negative effect on 
employment, but not on income). A more recent study suggests that there may 
also be some negative effects of immigration on employment at the national 
level (Fauvelle-Aymar, 2015).

The current report contributes and adds to the existing literature by 
implementing an analysis based on common methodologies that are applied 
across all ten partner countries, thereby providing room for cross-country 
comparability. Although similar approaches have been used in South Africa 
for an assessment of some of the effects of immigration, this report is new in 
that nationally representative population census data are used to assess labour 
market impacts of immigrant work, the relationship between immigration and 
economic growth as well as immigrants’ contribution to public finance.

The project’s work in South Africa was launched in the context of a national 
consultation seminar on 23 June 2015, which was organised in collaboration with 
Statistics South Africa, the Department of Labour, the Delegation of the European 
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Union to South Africa and the ILO Decent Work Team for Eastern and Southern 
Africa and Country Office for South Africa, Botswana, Lesotho and Swaziland.1

Immigration’s significant economic contribution in South Africa

The findings of this report suggest that immigrant workers make a 
significant contribution to the South African economy (for a definition of 
immigrant workers, see Box 1.2). Immigrants are well-integrated into the labour 
market in terms of employment and unemployment rates, and in general do not 
seem to displace native-born workers. The contribution of immigrant workers 
to GDP is estimated to be close to 9% in 2011, and just below their share in 
employment. Nevertheless, immigration is raising income per capita in South 
Africa, while immigrants also make a positive net fiscal contribution.

Box 1.2. Definitions of immigrants

Immigrant and foreigner status
No universal definition of an immigrant exists. The most commonly cited definition 

accords with the 1998 Recommendations on Statistics of International Migration: “any 
person who changes his/her country of usual residence, […] in which an individual 
normally spends his daily period of rest” (United Nations, 1998). An individual who 
enters the nation for up to three months is not considered as an immigrant, but rather 
a visitor. Beyond three months, the individual will be termed a short-term immigrant 
for the next nine months. Only after one year of legal residency in the country the 
immigrant will be termed a long-term migrant.

In line with this definition, the Population Division of the United Nations’ Department 
of Economic and Social Affairs estimates international migrant stocks by using the 
country of birth as a reference (United Nations, 2016). This report adopts this definition, 
as it is widely used in analytical work and as data are available in all countries covered 
by the project. International immigrants are therefore individuals who were born in 
another country than the country in which they live. This definition does not take into 
account the citizenship of people.

Some people are born abroad but are not foreigners, while others are born in their 
country of residence but do not have its citizenship. This often relates to the national 
legislations in terms of citizenship and naturalisation. Four different scenarios in terms 
of country of birth and citizenship are illustrated in Table 1.1:

●● In countries that favour jus sanguini, it is more difficult for the children of immigrants 
born in the country to get access to the citizenship of their country of birth (native-
born foreigners).

●● In countries where jus soli prevails, children of immigrants can become citizens of 
their country of birth more easily. They are therefore native-born citizens, but are 
often referred to as the second generation.
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●● In some countries, and depending on the naturalisation rules, individuals born 
abroad can become citizens of their country of residence after a certain number of 
years. They are foreign-born citizens.

●● While most people born in their country of residence are also citizens of that country, 
in most cases the foreign-born are also foreigners (foreign-born foreigners). This is 
because i) they do not stay long enough to acquire citizenship, ii) the legislation in 
their country of origin does not allow for dual citizenship or iii) the rules in their 
host country are too strict.

Table 1.1. Understanding the difference between immigrants and foreigners

Country of birth

Born in the country  
of residence

Born in a foreign country  
(immigrants)

Citizenship
Citizens of the country of residence Native-born citizens Foreign-born citizens

Citizens from another country (foreigners) Native-born foreigners Foreign-born foreigners
 

Labour immigrants
While labour immigration refers to immigration for employment in the destination 

country as the primary purpose, different ways to measure it exist. Strictly speaking, 
immigrants who have a work permit in the destination country are labour immigrants. 
A less strict definition would be those who immigrate for work or employment-related 
opportunities. Information on the reason for immigration is not always available, 
even in high-income countries (OECD/European Union, 2014). Yet, some partner 
countries (e.g. Argentina, Costa Rica, the Dominican Republic and Thailand) have 
such information.

This report refers to labour immigration in a broad sense by taking from labour 
force surveys or population censuses those immigrants who are looking for work or 
are employed. Such a definition reflects the fact that labour immigration often drives 
other types of immigration flows, such as family immigration, and may be partly 
driven by those flows. Non-labour immigrants by a strict definition, for instance 
humanitarian immigrants and students, may also enter the labour market at some 
point and contribute to the destination country’s economy in similar ways that labour 
immigrants do.

Citizenship is another criterion to define labour immigration. For example, the 
International Convention on the Protection of the Rights of All Migrant Workers and 
Members of Their Families defines the term migrant worker as “any person who is to be 
engaged, is engaged or has been engaged in a remunerated activity in a State of which 
he or she is not a national” (United Nations, 1990). The present report distinguishes 
between different definitions of labour immigrants as appropriate.

Box 1.2. Definitions of immigrants (cont.)
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Temporary migration continues to be important

Although the performance of the South African economy appears less volatile 
than that of its neighbours, economic growth has been slow since the global 
financial crisis and job creation has been insufficient. Progress has been made in 
reducing poverty, but the country continues to experience high levels of inequality 
(Figure 1.2). The labour market is characterised by widespread unemployment 
and a simultaneous need for skilled workers. Employment and human resource 
development feature prominently in government policies, as reflected in several 
long-term labour market targets, alongside measures to address macroeconomic 
challenges including low growth and high budget deficits.

Migration to South Africa has for decades been shaped by the need for labour 
to serve the main labour-intensive industries such as agriculture and mining, 
mostly as (temporary) “migrant labour”, while (permanent) “immigration” was 
limited to those meeting the criteria of the governing minority. This so-called 
two-gate policy was based on legislative measures and policies introduced by 
the National Party from 1948 onwards, although key principles were introduced 
even earlier. Policy measures including subsidies were used for decades to 
attract mostly European immigrants in the second half of the 20th century. 
Trends in immigration and emigration during the apartheid period reflected 
major political events, such as the 1985 state of emergency, while permanent 
migration rates (immigration minus emigration) became consistently negative 
in the early 1990s (Figure 1.3). Figures of permanent residence permits generally 
do not include the numbers of granted residence permits obtained through five 
post-1994 amnesties.

It is important to recognise the differences that may result from using different 
definitions. To define internationally agreed concepts and standards, an ILO working 
group on labour immigration statistics was established following the 19th International 
Conference of Labour Statisticians (ICLS) in 2013. The working group will report at the 
next ICLS meeting in October 2018.

In this report, two main sources of data were used: administrative and census data. 
Administrative data capture people registered in administrative processes, while the 
census data aim at achieving universal coverage of individuals present on the reference 
date. The data acquired through administrative procedures are used in Chapter 2, 
which provides insights into some of the common channels of immigration in South 
Africa as well as policies and procedures. Administrative data usually concern foreign 
citizens who are born abroad. The remaining chapters, on the other hand, are mostly 
based on the census data which allow for a comprehensive analysis of international 
immigrants and their characteristics.

Box 1.2. Definitions of immigrants (cont.)



﻿﻿1.  Immigrants’ contribution to South Africa’s economy: Overview and policy implications

27HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

Figure 1.2. Income inequality remains high, while poverty has declined.
Poverty headcount ratio (USD 1.9 and USD 3.1 a day); Gini index (%)
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Figure 1.3. Declared emigrants have outnumbered permanent immigrants since 1994
Permanent immigration permits versus declared emigrants, 1940-2009
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Even though permanent migration to South Africa decreased dramatically 
in the early 1990s, temporary migration, mostly from African countries, showed 
the opposite trend. The increase in temporary immigration was related to the 
need to fill positions previously held by the white minority, but was also fuelled 
by students and others seeking to benefit from the end of the apartheid era. 
Population census data show that the black population in South Africa born 
outside the country amounted to 315 000 people in 1985, compared to 921 000 
in 1991. More recent population census data also show that the overall foreign-
born population in South Africa increased from 2.3% of the population in 2001 
to 4.3% in 2011, with concentrations in the Gauteng, Mpumalanga (Mozambican 
border) and North West (Botswana and Zimbabwe borders) provinces. In the 
latter year, Africans accounted for the majority of temporary residence permits, 
although most work permits (a sub-group of temporary residence permits) were 
issued to Europeans, Americans and Asians.

Foreign-born workers have traditionally constituted an important part 
of the workforce in the mining sector, but their role has been diminishing in 
more recent years. In the early 2000s, foreign-born labour still accounted for 
more than half of the workers in the mining industry. This fell to about one in 
five workers in 2012, according to The Employment Bureau of Africa (TEBA), an 
employment agency.

Another group that merits attention in South Africa are asylum seekers, 
originating largely from the Democratic Republic of Congo, Ethiopia, Nigeria, 
Somalia and Zimbabwe. With the adoption of the Refugee Act of 1998, 
which entered into force in 2000, asylum in South Africa was formalised, 
and throughout the 2000s applications have increased rapidly. Part of this 
increase is due to the fact that asylum seekers had full access to education 
and employment, and asylum procedures risked serving as a back door into 
the labour market.

South African attitudes and the governance of migration

Fifty years of apartheid policies on mobility have entrenched particularly 
negative attitudes towards African workers among a range of South African 
institutions. For example, hostility towards foreign workers has been a reality of 
employment in South African mines. In the post-apartheid period, xenophobic 
sentiment and low-intensity violence had become a permanent feature of 
relationships between citizens and foreigners, particularly African and Asian 
foreigners. Regular opinion surveys conducted in the 1990s and 2000s, as well 
as qualitative research, have confirmed high levels of xenophobic sentiment 
across population groups and social classes (Crush, 2008; Facchini, Mayda and 
Mendola, 2011; IDASA, 1997; Mataure, 2013; Mattes et al., 1999).

The 1991 Aliens Control Act, nicknamed “apartheid’s last act”, was the 
cornerstone of South African immigration policy throughout the 1990s and 
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early 2000s (Government of South Africa, 1991). Despite being subject to 
constitutional review, in part with regard to migrants’ rights, the Act survived 
12 years into the post-apartheid period. The newly elected South African 
government decided to embark on a broad consultative process which resulted 
in the publication of a Green Paper on International Migration in 1997, and 
White Papers on Refugees and on Immigration, respectively. Eventually the 
process led to the adoption of the 1998 Refugee Act and the 2002 Immigration 
Act. In the meantime, existing practices, administrations and institutions in 
charge of migration management continued to operate as they had done for 
many years. The Immigration Act of 2002 was used for at least 15 years to 
regulate the major changes in flows and the redistribution of migrants across 
sectors of the economy.

The latest policy developments considered in this report are the publication 
of a new Green Paper on International Migration by the Department of Home 
Affairs in 2016 (DHA, 2016) and a White Paper in 2017. The papers argue that 
international migration is, in general, beneficial if it is well-managed, and should 
be underpinned by the Constitution and the National Development Plan 2030. 
One central question dominating discussions on South African immigration 
policy has been that of the skills shortages, which in turn is related to the role 
of migration in development planning. While the official government position 
has been that efforts should be placed in attracting and retaining skills in 
South Africa, policy implementation has often been lacking in this field. In this 
regard, the 2016 Green Paper and 2017 White Paper on International Migration 
represent progress towards a migration management strategy more to the tune 
of economic and labour market planning.

Immigrants are well-integrated into the labour market in terms 
of employment and unemployment rates

Immigrants in South Africa have much higher employment rates than 
native-born workers. The difference in the employment-to-population rate 
between foreign-born and native-born South African workers was almost  
25 percentage points in 2011.2 Male rates are higher than female rates, but 
for both sexes the foreign-born employment rates exceed the commensurate 
native-born rates. Foreign-born workers are relatively young, as a large share 
is less than 35 years old.

There is not sufficient information to conduct a full assessment of the quality 
of work performed by immigrants in comparison with native-born workers. 
However, 2001 and 2011 population census data do suggest that foreign-born 
workers have become more likely to be in paid employment (as opposed to 
being self-employed). Foreign-born employment has decreased in agriculture 
and even more so in industry (including mining), and more foreign-born workers 
are employed in the growing service sectors of the economy. Despite the drop in 
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employment of foreign-born miners, foreign-born workers are still overrepresented 
in this sector as well as in construction, wholesale and retail trade, and several 
other service sectors (Figure 1.4). Over time, sectoral distributions of immigrants 
and native-born workers have become slightly more equal.

Figure 1.4. Immigrant workers are most overrepresented in the construction, trade, 
hospitality and professional sectors

Ratio of foreign- and native-born sectoral employment shares, 2011
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Occupational employment growth reflects increased educational 
attainment

Employment growth rates of medium- and high-skilled occupations are 
relatively high in South Africa compared to the average growth rate across all 
occupational groups, and immigrant workers are slightly overrepresented in 
many of these occupations. Together with the slight underrepresentation of 
foreign-born workers among slow growing occupations, this suggests that labour 
immigration is sensitive to labour market demand (Figure 1.5).

Occupational growth can be considered from a demographic perspective 
to analyse the relative contribution of immigration in comparison with other 
groups. To this end, occupational change is decomposed into changes due to 
new young entrants to the labour market, prime-age workers, older workers 
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and new immigrants. This analysis underlines that the employment growth in 
most occupations is largely driven by new entrants to the labour market, and 
to a far lesser extent by the other groups including new immigrants.

Figure 1.5. Immigrants are overrepresented in the two fastest growing occupations
Employment by major occupational group and place of birth, 2011 (%)
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Education and skills of workers are important factors influencing labour 
market outcomes, both for immigrant workers and for native-born workers. 
Skills mismatch arises if levels of education are not in accordance with job 
requirements. In general, over-qualification has risen for both native- and 
foreign-born workers while under-qualification rates have dropped in South 
Africa due to increasing levels of educational attainment. Furthermore, the 
increase in educational attainment of native-born persons in comparison with 
immigrants has reduced the advantages of being highly educated for the latter.

Immigration has a limited but positive impact on labour markets

The analysis based on a comparison of labour market indicators is 
not sufficient to examine possible displacement effects of immigration on 
native-born workers. Therefore, these effects are examined using an econometric 
framework, in which immigration is considered as an increase in the supply 
of labour. This increase is analysed based on two dimensions – education and 
experience –, which jointly determine the so-called skill cells which are central 
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to the analysis of the labour market impact of immigration. The analysis uses 
data from the last two South African population censuses, conducted in 2001 
and 2011, and the third quarter wave of the South African Labour Force Survey 
of 2012 (Statistics South Africa, 2002, 2012a and 2012c). It examines the impact 
of the presence of immigrant workers on labour market indicators of the native-
born population.

In accordance with Facchini, Mayda and Mendola (2013), the analysis finds no 
impact of the presence of immigrant workers on native-born employment rates 
at the national level. However, both negative effects on native-born employment 
rates and positive effects on native-born wages are found at the regional level 
(Table 1.2). Furthermore, the presence of newly-arrived migrants has a positive 
impact on both the employment and wages of native-born workers at the national 
level. One interpretation of these results is that positive effects in the short run 
are likely to be less favourable for those who are active in the same province as 
immigrants. The benefits for the native-born population associated with the 
presence of new immigrants appear to subside in the medium term when the 
economy has adjusted to the presence of new immigrants.

Table 1.2. Foreign-born workers do not have an impact on South African-born  
workers, but new immigrants do

Summary of results of regressions of several South African-born labour market  
outcomes and foreign-born share

Variables
All workers 

National
All workers 
Regional

Men
Men (controlling 

for women)
Women

New 
immigrants

Employment rate of South African-born workers o - o o o +

Unemployment rate of South African-born workers o o o o o -

Paid employment rate of South African-born workers o o o o o o

Monthly income of South African-born workers o + o o + +

Note: The table reports the sign of the immigrants’ share variables from regressions where the dependent variable is 
the mean South African-born labour market outcome for an education*experience group at a particular point in time. 
o = no significant effect; + = a significant positive effect; - = a significant negative effect.

Source: Calculations based on Statistics South Africa (2002, 2012a and 2012c). 

Immigrant labour raises income per capita

The sectoral distribution of workers is a major determinant of immigrants’ 
contribution to GDP. Over time, South Africa’s sectoral shares in terms of both 
employment and value added demonstrate a steady rise in the weight of the 
service sector, while a decline is witnessed for agriculture and industry. Across 
these sectors, an unequal distribution of foreign- and native-born workers 
is seen, although some convergence occurred between 2001 and 2011. Based 
only on the sectoral distribution of foreign-born employment, the contribution 
of immigrant workers to GDP (9.1%) would likely be just below their share in 
employment (9.2%) in 2011.
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The analysis also considers the contribution of immigrant workers based 
on an estimated production function for the period 2001-11, as well as a 
macroeconomic model for the South African economy. Simulations with the 
model, which distinguishes between low-skilled and high-skilled workers, 
demonstrate that foreign-born workers raise GDP per capita by up to 5%. This 
effect is due to several factors, including the relatively low earnings of foreign-
born workers, which improves the country’s competitive position, and their 
relatively high employment rates.

Immigrants contribute positively to public finance 

The fiscal impact of immigration is a recurrent theme in discussions on 
the costs and benefits of migration. The basic framework for the calculation of 
the net fiscal benefits of both native-born and foreign-born populations used 
in this report demonstrates that these benefits are greater for foreign-born 
workers. Their per-capita net fiscal contribution amounted to 68% of GDP per 
capita in 2001 and 17% in 2011 in the average cost scenario. In this scenario, all 
expenditures on public goods are equally allocated to native-born and foreign-
born individuals. According to the marginal cost scenario, which allocates some 
expenditures only to native-born individuals (assuming expenditures would 
have been the same if foreign-born individuals had not arrived), the per capita 
net fiscal contribution would be 75% and 27% of per capita GDP for the respective 
years. In comparison, the net fiscal contribution of the native-born population 
amounted to 2% in 2001, while in 2011 it was negative (-8% of per capita GDP).

The difference between the net fiscal contributions of the two groups 
is explained by the far greater contribution of the foreign-born population 
to government revenue in the form of income tax and value added tax. 
However, the net contributions of foreign-born and native-born individuals 
have converged over time.

Conclusions

Overall, immigration generates favourable economic effects in South 
Africa. Immigrants workers have an upward effect on income per capita and 
a positive net fiscal contribution, while in general they do not displace native-
born workers. Immigrant workers also appear well-integrated in the labour 
market, demonstrate high employment rates, and may also generate additional 
employment opportunities for native-born workers.

The government’s 2017 White Paper on International Migration acknowledges 
the positive contribution immigration can make to the South African economy, 
and introduces a range of policy and strategic interventions (DHA, 2017). Some of 
these interventions aim to adapt migration policies better to labour market needs, 
which is one of the five priorities that has been identified in the comparative 
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analysis of the findings across the project’s ten partner countries (OECD/ILO, 2018). 
Other priorities that have been identified in this analysis and seem particularly 
relevant in South Africa are fighting discrimination and investing in immigrant 
integration.

The White Paper recognises that international migration policy is not 
sufficiently linked to the skills development and investment priorities of the 
country, and proposes measures that would enable South Africa to compete 
more effectively for skills and investment. The Paper suggests that such 
measures could include a points-based system, which could be combined 
with a list of critical skills or quotas. The regular production and update of 
such lists should be informed by adequate labour market information systems 
(Reddy et al., 2016; Sparreboom, 2013). Apart from regular data collection, labour 
market information systems require institutional arrangements which allow 
for an articulation of employment policy with migration policy, and adequate 
representation of social partners.

The way immigrants contribute to economies depends on their job and 
conditions of work. In South Africa, a considerable proportion of both native-
born and foreign-born consist of low-skilled workers, who are vulnerable 
to exploitation. In the case of foreign-born workers this vulnerability may 
be reinforced if they have an irregular status. Specific measures to counter 
discrimination in the labour market and at the workplace are therefore 
important and should be encouraged (ILO, 2017). Measures could range from 
awareness raising regarding social and cultural differences and stereotypes, 
to monitoring of incidents and enforcing of labour standards regarding equal 
treatment of foreign and native-born workers.

One of the objectives stated in the White Paper concerns the integration of 
international migrants, and in this context the Paper emphasises that an integration 
policy requires the adoption of a coherent whole-of-government approach. Such 
an approach to migration, which brings together all relevant parts of government, 
workers’ and employers’ organisations and other non-governmental actor, can 
bring legitimacy to (labour) migration policies and counteract negative perceptions 
of migration (ILO, 2017). The White Paper lists important issues that should be 
addressed by the integration policy, including mechanisms to facilitate provision 
of social security and portability of social benefits.

The analysis in this report is constrained by the limited availability of data 
on immigrant workers, and the economic contribution of labour immigration 
would benefit from regular monitoring and data collection regarding immigrant 
workers’ activities throughout the South African economy. For example, regular 
collection of data on immigrants as part of household surveys including the 
labour force survey would allow for improved analysis, and as such serve 
as a stronger basis for policy development. An area that deserves particular 
attention is the regular monitoring of integration of immigrant workers in 
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terms of quality of employment. Although some analysis can be undertaken 
on the basis of population census data, more indicators are needed which 
are only available from household and establishment surveys. Besides the 
need for more regular data on migration flows, there appears to be a need for 
better utilisation of existing data, as well as improved co-ordination between 
government departments dealing with data on migration.

Notes
1.	 For details, see: www.ilo.org/global/topics/labour-migration/events-training/WCMS_384786/

lang--en/index.htm.

2.	 This report mostly relies on population census data; the most recent data available 
are for the year 2011.
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Chapter 2

The immigration landscape 
in South Africa: Patterns, 

drivers and policies

This chapter presents the economic and policy context of labour immigration in 
South Africa. It starts with an overview of the macroeconomic environment and 
recent socio-economic development the country has experienced. Subsequent 
sections provide the immigration context in a historical perspective and discuss 
South African attitudes towards migration. The chapter ends with a review of the 
current governance of immigration, including the link between immigration policy 
and the broader economy
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South Africa’s immigration context is intrinsically linked with its history. The 
country’s economic development follows the colonial expansion in the 18th 
century and the discovery of large amounts of ores in the late 19th century. This 
gave rise to one of the most concentrated systems of capital accumulation based 
on mineral extraction that has been established on the African continent.

Central to the reproduction of the South African mineral-extracting 
industries over a century was the migrant labour system. As labour intensive 
sectors, mineral extraction as well as agricultural production required constant 
supplies of labour that met the requirements of the mining houses and farmers: 
abundance, docility and exploitability at minimal costs (Paton, 1995). In parallel 
to the migrant labour system, apartheid South Africa both prevented its own 
black population from becoming equal citizens and tried to use aggressive 
immigration policies to increase the share of its white minority.

In the post-apartheid era, South Africa has had to manage gradual but 
substantive change in migration flows towards its territory and labour market. 
The profile of migrants to South Africa, the sectors in which they have been 
hired and the reaction of the local population, recently reincorporated into the 
polity but still relatively marginalised socio-economically, have been the key 
challenges. Effort to improve immigration governance recently culminated in 
a new migration policy.

Economic context: Stable but slow economic growth  
and high levels of inequality

Since 1945, South Africa has had a tormented history characterised by 
apartheid, defined as political segregation at the service of a racist, unequal 
socio-economic development model, and its demise in 1990. Since its first 
democratic elections in 1994, the country has made strides in poverty reduction, 
in particular thanks to large investments in infrastructure and in social grants 
targeting the poorest. With a GDP per capita in 2015 of 12 390 USD PPP,1 South 
Africa is categorised among upper middle-income countries by the World Bank, 
and is considered the second largest economy in Africa behind Nigeria. However, 
it also has some of the highest inequality levels in the world, persistently high 
levels of poverty and very high levels of structural unemployment particularly 
among black youth.

Over the past 20 years, South Africa has experienced a 3% average annual 
growth rate of GDP, which compared to its neighbours was stable yet also 
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quite low (Figure 2.1). The period prior to 1994 witnessed a general decline 
in growth rates largely due to the international trade and financial sanctions 
against the apartheid government, as well as low investment levels related to 
political instability (Faulkner and Loewald, 2008). By 1994, the downward trend 
in economic growth rates was reversed as a basic level of political stability was 
re-established, consumer and business confidence was built, and consumption 
and investment levels started to rise (ibid.). The following ten-year period saw 
an average annual growth rate of 3%, accelerating to more than 5% from 2005 
to 2007. However, this successful growth spurt was interrupted by the global 
financial crisis which resulted in a negative GDP growth rate of 1.5% in 2009 
and led to a decrease in per capita GDP from 12 275 United States dollars (USD) 
to USD 11 911 (World Bank, 2016a). Since that time, South Africa has not been 
able to return to its pre-crisis growth rates.

Figure 2.1. Stable but slow economic growth compared to neighbouring countries
Annual GDP growth rate (%)
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Other factors hampering South Africa’s prosperity are income inequality 
and poverty. While inequality was on the rise in the early 2000s, poverty 
declined partially due to the expansion of the social grant system in 2002 and 
faster job creation (Faulkner and Loewald, 2008). Since 2008, progress in poverty 
reduction and inequality appears to have stagnated (Figure 2.2). The high levels 
of inequality (as measured by a Gini coefficient exceeding 60%) are partially 
the result of employment growth not keeping up with the growth of the labour 
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force, resulting in continuously high unemployment rates of well over 20%. 
Inequality is generated between the employed and the unemployed, as well as 
due to wage gaps in the workplace (Keeton, 2014). It has been argued that in 
order to reduce inequality, South Africa must not only create more jobs, but also 
increase the educational attainment of its citizens in order to fill the high- and 
semi-skilled positions that are vacant at the moment (ibid.). Furthermore, the 
education system should allow for more post-school training opportunities 
as well as improve the quality of management and administration of schools 
(Bhorat et al., 2014).

Figure 2.2. Income inequality remains high, while poverty has declined  
in the past ten years
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The need for skilled workers has increased and financial challenges 
continue

Trends in the sectoral contributions to GDP illustrate the need for skilled- 
and semi-skilled workers (Figure  2.3). While the sectoral contribution of 
agriculture shows a long-term decline, the contribution of services has been 
on an upward trend since the 1980s. In 2014, services accounted for 69% of 
GDP, while agriculture and industry account for 2.3% and 29%, respectively. The 
contribution of industry has been declining in the absence of a competitive and 
strong manufacturing sector, while exports of raw materials have continued to 
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dominate. Industry, and particularly many service occupations, require higher 
levels of education than are often available in the workforce. The South African 
government indeed continues to place emphasis on building a skilled and 
capable workforce for inclusive development (Reddy et al., 2016).

Figure 2.3. Services contribute most to gross domestic product
Value added by sector (% of GDP, left-hand axis), annual value added  

growth by sector (%, right-hand axis)
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On the financial side, South Africa’s growth prospects are held back by a 
rising level of government debt, as well as considerable deficits on the current 
account. In fact, the GDP growth outlook for 2016 was revised downwards to 
0.4% (World Bank, 2016b). Key drivers of the revision included the plunge in 
commodity prices, domestic issues such as weak investment sentiment and policy 
uncertainty as well as the increasing levels of unemployment (ibid.). In order 
to curb the increasing deficits, South Africa follows the budget framework that 
was outlined in the Medium Term Budget Policy Statement 2013. This framework 
seeks to limit government spending, reduce the budget deficit and shift borrowing 
to capital and investment expenditure (Bhorat et al., 2014; World Bank, 2016b).

Employment constitutes a focus of development policies

The government has adopted the 2030 National Development Plan (NDP) 
with a view to doubling GDP, eliminating poverty and reducing inequality 
(Government of South Africa, 2012). The plan outlines objectives for various 
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social and economic areas, including an unemployment rate falling to 6% in 2030 
and an increase of employment to 24 million people. This should be achieved 
through job creation including public employment programmes, which should 
reach 2 million people. Secondly, the proportion of working adults should rise 
to 61%, while the labour force participation rate is expected to rise to 65%. 
Thirdly, real GDP should grow at a rate of 5.4% annually. Finally, the plan aims at 
reducing the number of households living below 419 South African rand (ZAR) 
per person from 39% to 0%, reduce the Gini coefficient from 69% to 60% and 
increase national income earned by the bottom 40% to 10% in 2030.

Through the objectives outlined above and related measures, the NDP 
is trying to achieve a decent standard of living for all its citizens. The NDP 
consists of various elements including, for example, the provision of housing 
and utilities, quality education and skills development, and social protection. 
The plan emphasises that actions need to be taken by the social partners across 
all sectors in the society.

The two-gate policy: African migrant labour and European 
immigration 

Against the backdrop of these socio-economic challenges, this section 
elaborates on South Africa’s migration system throughout the second half of 
the 20th century. The structure of immigration to South Africa in the 19th and  
20th centuries was shaped by the progressive consolidation of the “two-gate 
policy” (Crush, 2000; Peberdy, 2009). The front gate welcomed people who 
corresponded to the criteria of attractiveness defined by the governing minority. 
The back gate served a double function, preventing unwanted migrants from 
entering and settling in, while allowing cheap labour to enter for well-defined 
periods. Closely connected to the grand apartheid scheme, notably its homelands 
policy, this system blurred the lines between citizens (specifically, the indigenous 
population) and foreigners.

Immigration to South Africa and the reaction of South African society to 
it are the result of a combination of factors. First, they should be seen as an 
outcome of the complex and changing relations between the South African 
state, the agricultural and mining sectors, and labour-sending neighbouring 
countries. Secondly, immigration to South Africa and its impact have resulted 
from the combined effects of the proactive “white” immigration policy of 
successive nationalist governments with competition between its Afrikaner 
and British components. Finally the apartheid legislation itself, specifically on 
residential segregation, influx control and preferential job criteria, has impacted 
immigration and South Africa’s reaction as well. These different constraints, 
imperatives and political choices contributed to mainly coercive migration 
management practices and stereotyped images of foreigners that have shaped 
approaches to reforming migration policy well into the 21st century.
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The situation that prevailed in 1990, under the De Klerk administration, 
reflected 90 years of legislation aimed at creating and preserving a racist society 
and serving its mode of capitalist accumulation mostly relying on mining and 
farming. In the early 1990s, laws regulating immigration essentially replicated 
the principles enshrined in the 1937 Aliens Control Act (Peberdy, 2009). The 
act first introduced the term “alien” into legislation and explicitly introduced 
the “racial” criterion as a condition of entry into South African territory. 
Section 4(3)(b) of the act stated that all applicants should be “likely to become 
readily assimilated” with the European inhabitants of the Union and that they 
should not represent a threat to “European culture.” From 1948 onward, the 
National Party passed three major laws that closely bound immigration policy, 
citizenship and the management of indigenous populations: the 1950 Population 
Registration Act (on racial classification), the 1962 Commonwealth Relations Act 
(which ended uncontrolled transborder movements in Southern Africa) and the 
1955 Departure from the Union Regulation Act (which required authorisation 
to depart from South African territory).

In the 1950s, the (largely Afrikaner) National Party considered curtailing 
largely Anglophone immigration for fear of losing its majority in Parliament. By 
the early 1960s, the political context had changed and the politically strengthened 
National Party decided to set up a proactive (albeit still discriminatory) policy 
to address the increasing scarcity of qualified white labour. Between 1961 and 
1991, several programmes were implemented and subsidies and direct state aid 
allowed for the settlement of European immigrants. These subsidies − used to 
fund travel expenses, accommodations and settlement allowances − reached 
ZAR 3.6 million in 1972/73 and up to ZAR 8 million in 1991, when they were 
eliminated. The recruitment of British immigrants continued to dominate, 
largely due to the ease of recruitment, the suitability of candidates and the 
changing views of the National Party, that had managed to draw increasing 
numbers of South Africans of British descent to its ranks. Besides Europeans, 
two other groups of immigrants were actively sought after. Firstly, white settlers 
fleeing from newly independent African countries, many of them in fact being 
returning South Africans; and secondly, refugees and people leaving Eastern 
Europe (Peberdy, 2009).

Immigration was volatile during apartheid; migration rates turned 
negative in the 1990s

While the policy managed to attract several hundreds of thousands of 
immigrants over three decades (1960s-1980s), ranging from 18 000 to a peak of 
more than 50 000 in 1975 (Peberdy, 2009), government efforts neither managed to 
turn around the bias in favour of British immigrants, nor to counter the negative 
impact of political unrest on white South Africans’ decision to leave the country. 
Figure 2.4 provides a clear indication of peaks of emigration recorded at each 
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major political event the country went through, starting with the National Party’s 
election in 1948, the 1960 Sharpeville massacre, the 1976 Soweto uprising, the 
1985 state of emergency and the 1994 democratic elections. The uncertainties 
of the last decade before 1994, coupled with a sense of imminent loss of power 
for white South Africans, have resulted in a negative migration rate since 1994. 
Based on the number of permanent residence permits issued, it can also be seen 
that the proportion of African immigrants decreased until 1992/93, while the 
numbers of Asian immigrants jumped dramatically. In the course of the 1990s 
the proportions of African, European and Asian immigrants stabilised at about 
one-third from each region (see Figure 2.5).

Figure 2.4. Declared emigrants have outnumbered permanent immigrants since 1994
Permanent immigration permits versus declared emigrants, 1940-2009
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Figures 2.4 and 2.5 reflect only legal emigration and immigration, and do 
not take into account temporary residence permits or irregular migration. The 
restrictions imposed on permanent residence led to an explosion in temporary 
entries in the years leading up to the democratic transition, rising from 
about 400 000 a year in 1988 to almost 700 000 in 1992 (DHA, n.d.). This boom 
mostly benefited immigrants from Africa, particularly African students, who 
represented up to 60% of foreign students enrolled at South African universities 
in 1996 (Ramphele, 1999).
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Figure 2.5. Legal immigrants from Europe, Africa and Asia each accounted  
for around one-third of immigration in the course of the 1990s

Permanent residence permits issued per continent of origin, 1984-2004
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Black immigrants originating from other Southern African countries 
have been coming to South Africa since the 1800s, although they were largely 
considered as non-citizens and prevented from settling in the country. Often 
viewed as temporary sojourners, this group of immigrants nonetheless formed 
a substantive part of the population present on the territory of South Africa 
since the beginning of the 20th century. The legislation was only amended in 
1986 when, for the first time, non-whites were authorised, in theory, to apply 
for immigration permits into South Africa. Table 2.1 shows their numbers over 
the 20th century on the basis of census data.

Table 2.1. The black foreign-born population has grown steadily over the past century
Black population born outside South Africa enumerated in censuses, 1911-1996

1911 1921 1936 1951 1960

229 207 279 650 333 777 605 992 586 043

1970 1980 1985 1991 1996*

516 043 677 160 315 482 920 913 549 720

Note: *Includes whites born in African countries outside South Africa.

Source: Cited in Peberdy (2009), based on various government statistics. 
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To sum up, at the turn of the 1990s, there were fewer permanent immigrants 
entering South Africa who were no longer exclusively Europeans. The early 1990s 
was also the time when increasing numbers of white-collar workers from other 
African countries and Asia reached South Africa. Unable to access permanent 
residence because of weak financial resources (permanent residence fees were 
prohibitively high at the time), they progressively occupied positions deserted 
by the white minority. However, their situation remained precarious, given their 
status as holders of temporary work permits.

Immigration trends in the post-apartheid era

Trends since 1994 confirm the general dwindling in permanent resident 
permits. Nevertheless, immigration has been growing due to increases in 
temporary migration and mobility (of less than 90 days) to South Africa, 
as well as amnesties. Based on population census data, the foreign-born 
population has grown from about 2.3% or 1 million people in 2001 to 4.3% or 
2.2 million people in 2011, with concentrations in the Gauteng, Mpumalanga 
(Mozambican border) and North West (Botswana and Zimbabwe borders) 
provinces (Budlender, 2013). 

Trends per type of permit, nationality and sector

Numbers of permanent residence permits issued decreased substantially to 
less than 10 000 a year from the early 1990s onwards, and often numbered less 
than 5 000 a year (see Figure 2.4 and Budlender [2013, Table 4]). By comparison 
with the 1960s, 1970s and 1980s, the number of permanent residence permits 
issued annually has reached an all-time low.

Numbers of temporary work permits issued, which were below 10 000 
a year in the first half of the 1990s, have increased but also show large 
fluctuations (Table 2.2). Although higher than the number of permanent 
residence permits, the numbers remain low in relation to the national 
workforce.2 Based on arrival statistics, Crush and Williams (2010) report 
higher numbers of work-related entries into South Africa for a number of 
years from 1996 to 2008 (Table 2.3). These numbers indicate that Europeans 
continued to be favoured over migrants from other regions until the second 
half of the 1990s, but by the mid-2000s, work-related entries into South Africa 
reflected a more balanced picture in terms of regions of origin (Crush and 
Williams, 2010).

In 2011, the share of permits issued to Africans had increased to around 54% 
of all permits and 29% of all permits were issued to nationals of the Southern 
African Development Community (SADC) (Table 2.4). However, the majority of 
work permits, out of all these temporary residence permits, continued to be 
allocated to mostly Europeans, Americans and Asians (57% of all work permits) 
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while African nationals were mostly issued other types of permits (which 
include spouse, medical, pensioners, etc.). Study permits were overwhelmingly 
issued to African nationals (78% of all study permits).

Table 2.2. The number of new work permits issued is on an upward trend
Work permits issued, 1990-2000, 2004, 2006-08 and 2010-11

Year New permits Renewals Total

1990 7 657 30 915 38 572

1991 4 117 32 763 36 880

1992 5 581 33 318 38 899

1993 5 741 30 810 36 551

1994 8 714 29 352 38 066

1995 11 053 32 838 43 891

1996 19 498 33 206 52 704

1997 11 361 17 129 28 490

1998 10 828 11 207 22 035

1999 13 163 10 136 23 299

2000 6 643 9 191 15 834

2004 4 185 n/a n/a

2006 17 205 n/a n/a

2007 19 601 n/a n/a

2008 32 344 n/a n/a

2010 5 926 n/a n/a

2011 132 577 n/a n/a

Source: Budlender (2013). 

Table 2.3. Countries of origin have become more geographically balanced
Legal entry into South Africa for work by country of origin, 1996-2008 (%)

1996 1998 2000 2002 2004 2006 2008

Africa 45 29 25 29 35 37 34

Europe 23 39 38 36 30 27 25

North America 6 12 12 10 7 5 5

Central and South America 1 2 2 2 2 1 1

Australia 1 2 2 2 2 1 1

Middle East 1 1 1 2 1 1 1

Asia 7 10 12 12 17 21 21

Indian Ocean Islands 0 0 1 0 0 0 0

Unspecified 15 5 7 6 6 6 12

Number 118 449 81 442 68 979 58 747 83 264 114 237 137 032

Note: Numbers may not add up due to rounding.

Source: Budlender (2013); Crush and Williams (2010). 
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Table 2.4. Most work permits are still issued to overseas migrants
Temporary residence permit recipients by geography and type, 2011

Business Work Study Other Total % of work

Total 1 346 20 673 16 928 67 226 106 173 100

Overseas 883 11 885 3 657 32 206 48 631 57

Africa 463 8 765 13 266 34 966 57 460 42

SADC 93 6 329 7 901 17 473 31 796 31

Angola 12 47 1 012 968 2 039 0

Botswana 3 97 206 425 731 0

Democratic Republic  
of the Congo

17 214 1 072 1 298 2 601 1

Lesotho 3 107 536 2 060 2 706 1

Madagascar 0 7 27 45 79 0

Malawi 6 239 233 1 569 2 047 1

Mauritius 0 51 64 167 282 0

Mozambique 6 94 159 1 138 1 397 0

Namibia 0 14 325 465 804 0

Seychelles 0 1 9 20 30 0

Swaziland 1 87 318 689 1 095 0

Tanzania 2 62 129 511 704 0

Zambia 7 240 425 981 1 653 1

Zimbabwe 36 5 069 3 386 7 137 15 628 25

Other Africa 370 2 436 5 365 17 493 25 664 12

Source: Budlender (2013); Statistics South Africa (2012). 

In 2016, the South African Department of Home Affairs (DHA) indicated 
that between 2010 and 2013, over 91 000 applications for work-related temporary 
residence visas (a new name for permits) were received. General work visa 
applications accounted for over 55% of work-related temporary residence visas 
while intra-company transfers (section 19 (5) work visas) accounted for 18%. 
Corporate work visa applications were the lowest at 3.6%. China accounted for 
the highest number of applications followed by Zimbabwe, India, Pakistan and 
Nigeria. These top 5 countries constituted over 65% of applications between 
2010 and 2013. The top 15 countries account for 81% of all applications (DHA, 
2016: 27).

The latest statistics released by the DHA covering the period between June 
2014 and January 2016 indicate that a total of 124 453 temporary residence visa 
applications were received. Of these, 24% were relatives visas. Nationals from 
Bangladesh, Nigeria and Pakistan were the most likely to apply for such visas. 
Applications for relatives visas were followed by applications for study visas and 
visitors visas which made up respectively 18% and 14% of all applications for 
temporary residence visas received. Nationals from Zimbabwe (20%), followed 
by those from Nigeria (15%), the Democratic Republic of the Congo (9%) and 
Angola (6%) accounted for half of the study visa applications (DHA, 2016).
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Foreign workers have traditionally constituted an important part of the 
workforce in the mining sector. Data show that until the early 2000s more 
than half of the workers in goldmines were foreign citizens, but from 2001, 
this proportion declined rapidly. The South African Government agreed on a 
Mining Charter with mining companies in 2003, which entrenched the principle 
of the phasing out of foreign workers through the non-renewal of contracts. 
Nevertheless, two countries (Lesotho and Mozambique) retained large numbers 
of mineworkers while Botswana and Swaziland saw their numbers shrink to 
very low levels. Political solidarity with Lesotho and Mozambique, and mutual 
economic dependency, largely explain these differences (Table 2.5). The large 
majority of workers in the mining industry are recruited by The Employment 
Bureau of Africa (TEBA), an employment agency, and their data demonstrate 
that about one in five workers in the mining industry was a foreigner by 2012 
(Table 2.6).

Table 2.5. The immigrant share of mineworkers peaked in 1997  
and has fallen steadily since

Mineworkers in gold mines by country of origin, 1990-2006

Year South Africa Botswana Lesotho Mozambique Swaziland % foreign Total

1990 199 810 14 609 99 707 44 590 17 757 47 376 473

1991 182 226 14 028 93 897 47 105 17 393 49 354 649

1992 166 261 12 781 93 519 50 651 16 273 51 339 485

1993 149 148 11 904 89 940 50 311 16 153 53 317 456

1994 142 839 11 099 89 237 56 197 15 892 55 315 264

1995 122 562 10 961 87 935 55 140 15 304 58 291 902

1996 122 104 10 477 81 357 55 741 14 371 58 284 050

1997 108 163 9 385 76 361 55 879 12 960 59 262 748

1998 97 620 7 752 60 450 51 913 10 336 57 228 071

1999 99 387 6 413 52 188 46 537 9 307 54 213 832

2000 99 575 6 494 58 224 57 034 9 360 57 230 687

2001 99 560 4 763 49 483 45 900 7 841 52 207 547

2002 116 554 4 227 54 157 51 355 8 698 50 234 991

2003 113 545 4 204 54 479 53 829 7 970 51 234 027

2004 121 369 3 924 48 962 48 918 7 598 47 230 771

2005 133 178 3 264 46 049 46 975 6 993 43 236 459

2006 164 989 2 992 46 082 46 707 7 124 38 267 894

Source: Budlender (2013). 

Permanent residence through amnesties

One significant add-on to stocks of regular immigrants in South Africa 
in the post-apartheid period has been coming from amnesties of irregular 
immigrants already present in the country. The figures of permanent residence 
permits shown previously did not include the numbers of granted residence 
permits obtained through five post-1994 amnesties, namely the 1995 amnesty 
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for mineworkers; the 1996 amnesty for nationals from SADC; the 1999-2000 
amnesty for Mozambicans; the 2009-10 special dispensation for Zimbabweans; 
and the 2016 special dispensation for Basotho. The first three amnesties 
reportedly granted permanent residence to a total of around 258 000 people – 
51 000 in the mineworker amnesty, 124 000 in the SADC national amnesty and 
82 000 in the Mozambican national amnesty (Budlender, 2013).

Table 2.6. The share of migrant mineworkers continues to drop
Mineworkers recruited by The Employment Bureau of Africa for mines  

and sub-contractors, by country of origin, 2006-12

Year RSA Lesotho Botswana Swaziland Mozambique % foreign Total

2006 218 137 46 078 2 992 7 123 46 706 32 321 036

2007 225 949 45 608 2 845 7 099 44 879 31 326 380

2008 243 701 42 851 2 654 6 397 43 004 28 338 607

2009 224 544 38 559 2 357 5 855 39 090 28 310 405

2010 228 370 35 179 1 800 5 009 35 782 25 306 140

2011 240 896 34 583 1 783 4 779 34 940 24 316 981

2012 244 842 30 519 1 527 4 485 31 596 22 312 969

Source: Budlender (2013). 

There are conflicting figures regarding the special dispensation for 
Zimbabweans. The Annual Report 2011-12 from the Department of Home Affairs 
indicates that 203 364 cases were resolved out of around 275 000 applications 
(Budlender, 2013). However, not all of the applicants were granted permanent 
resident permits; many were in fact granted three-year work or study permits 
(Amit, 2011). By September 2016, 48  000 applications for Basotho had been 
approved, a far cry from the 400 000 applications initially expected.3

The question of displaced populations

Until the democratic transition of 1994, South Africa was widely regarded 
as a country of origin rather than a destination of refugees. It was endowed 
with a better border monitoring capacity than its neighbours, protecting it 
from massive inflows stemming from the civil conflicts that affected the region 
following independence elsewhere. Furthermore, South Africa was actively 
involved in the conflicts that generated refugees in other countries through 
the regional destabilisation strategy conceived by the apartheid state in the 
early 1980s. Southern Africa was also affected by the major refugee movements 
experienced elsewhere on the continent in the early 1990s, namely the crises 
in Burundi, the Democratic Republic of the Congo and Rwanda.

Although asylum systems had been progressively put in place in 
neighbouring African countries, South Africa entered the 1990s without asylum 
legislation and processes. The lack of such a system reflected both the fact that 
South Africa had fewer refugees than other countries and the isolation of the 
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South African government internationally. Before the 1990s, asylum reflected 
segregationist immigration policies rather than international agreements. South 
Africa welcomed different waves of European immigrants in the 20th century: 
Lithuanian and Russian Jews who fled pogroms and the rise of Nazi Germany 
in the 1930s; Italian prisoners during the Second World War; Greeks fleeing 
the dictatorship of the colonels; Belgians and Portuguese fleeing Angola, the 
Democratic Republic of the Congo and Mozambique after independence; and 
returnee South Africans from Northern and Southern Rhodesia.

In the 1980s, conditions within the region began to put pressure on South 
Africa’s refugee and asylum policies and practices. The Mozambican conflict 
created an important inflow of refugees from 1984 onward, which was the only 
massive inflow of refugees to South Africa in recent history. The Mozambican 
inflow had major repercussions for the asylum and immigration policies that 
the new post-apartheid government developed during the 1990s. Agreements 
signed between the United Nations High Commissioner for Refugees and the 
South African government from 1993 onward made it possible (after a laborious 
process) to grant Mozambican refugees a status. However, in spite of an official 
legal recognition of their refugee status, Mozambicans who had sought refuge in 
South Africa continued to be deported as illegal immigrants and only relatively 
small numbers managed to legalise their situation in the late 1990s and early 
2000s.

With the adoption of the Refugee Act of 1998, which entered into force in 
2000, asylum in South Africa was formalised, resulting in a rapid increase of 
applications throughout the 2000s. In the absence of a legal channel of entry for 
the low-skilled from the area outside of corporate permits, asylum became the 
back door to the labour market. This was facilitated by the fact that South Africa 
had opted for non-encampment of refugees, while, following a jurisprudence 
decision of 2002, asylum seekers have full access to studies and employment 
(Peberdy, 2009). In turn, this promoted corruption in the adjudication of refugee 
status, allowing the country to become notorious for hosting a large asylum 
seeker population in the early 2010s.

A recent revision of application data has led the Department of Home 
Affairs to update its asylum figures. According to the Department of Home 
Affairs (DHA, 2016), in May 2015 there were around 78 000 asylum seeker visas 
issued and active, and around 97 000 refugees. The vast majority of refugees 
and asylum seekers are African, with the Democratic Republic of the Congo, 
Ethiopia, Nigeria, Somalia and Zimbabwe among the top countries of origin 
(DHA, 2016: 30). In addition to access to the labour market, since 2006 refugees 
(not asylum seekers) have also been entitled to all social grants offered to 
citizens. In 2016 however, the DHA introduced an amendment bill to the Refugee 
Act which should considerably modify conditions of asylum in South Africa and 
in particular repeal asylum seekers’ right to work and study.
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South African attitudes – a country of immigration?

In many respects, South Africa can be compared to countries of immigration 
such as Australia, Canada, New Zealand or the United States. It shares a history 
of trade route, colonial conquest and settler destination from the 17th to the 
20th centuries. However, successive waves of European immigrants, particularly 
as from the late 19th and early 20th centuries, have had to face the hostility of 
former settlers, in particular those of Dutch descent, first called Boers and then 
Afrikaners, who had a claim over ownership of the land. The discovery of ore 
(gold and then diamond ore) in the second half of the 19th century led to new 
arrivals of British and other European nationalities while, as noted before, South 
Africa welcomed various groups of immigrants in the 20th century. Many had 
to face negative attitudes including anti-Semitism and anti-Catholicism, and 
each inflow triggered legislative amendments designed to stymie their arrivals. 
Parliamentary debates from the 1930s to the 1980s provide an illustration of 
these perceptions and attitudes (Peberdy, 2009). Another major difference with 
North America and Oceania is that white settlers continued to be outnumbered 
by the indigenous populations.

Denationalisation of the indigenous population and stigmatisation  
of immigrant workers

Throughout the 20th century, and more so as from the 1960s with 
the implementation of influx control and the homeland and Bantustan 
policies, South Africans of African descent underwent a process of gradual 
denationalisation. This happened first by being deprived of considerable land 
areas, with the 1913 Natives Land Act, then with confinement to the homeland 
and Bantustan areas and deprivation of South African citizenship. Indigenous 
people’s mobility into so-called “white areas” would only be tolerated for labour 
related purposes and harshly repressed in other circumstances. Black South 
Africans were thus compelled to carry passes providing an indication of their 
whereabouts. Their right to moving into and about white South African territory 
was entirely conditioned by formal employment.

Fifty years of apartheid policies on mobility and settlement into “white 
areas” have entrenched particularly negative attitudes towards African workers 
among a range of institutions, in particular the South African Police Services, 
Defence Forces and immigration officials (Vigneswaran, 2011). Their approach 
to deportations, which continue on a large scale today and find their legal origin 
in British colonial and Apartheid eras, has been documented as careless and 
dehumanising, therefore reflecting and reinforcing the idea that African workers 
are illegitimate as permanent immigrants (Peberdy, 2009: 11).

Hostility towards foreign workers was also a reality of employment on 
South African mines, particularly in the 1980s with the rise of trade unionism. 
Anti-apartheid narratives often portray a trans-ethnic, trans-national class 
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solidarity among mine workers which distorts the reality of tensions between 
foreign and South African miners, between nationalities and ethnic groups, as 
well as between mine management and the South African government, not 
to mention the changing positions of governments in neighbouring countries 
(McNamara, 1988). As local labour began to accept longer-term contracts, their 
coexistence with foreign miners became increasingly tense. Within the South 
African government, while the Ministry of Native Affairs (later called Ministry 
of Development and Cooperation) pushed for increased local recruitment, 
the Ministry of Foreign Affairs was in favour of maintaining bilateral labour 
agreements with Southern African countries (Paton, 1995; Crush, 2011).

A new migration hub in Africa and xenophobic violence

Xenophobic violence deliberately targeting foreign nationals can be traced 
to as early as 1994 with the lynching of three Central and West Africans on a 
train in Gauteng. Various mobilisations of unemployed South Africans were 
associated with violence against foreigners, while low-intensity one-on-one 
violence also took place, particularly targeting township-based Bangladeshi, 
Chinese and Somali spaza (informal convenience stores) shopkeepers (Crush, 
Chikanda and Skinner, 2015). In 2008, however, mobilisation and violence 
against foreigners, more specifically African foreigners, took on a different 
scale. Following a one-month series of riots across the country’s urban areas, 
which were initially sparked by a housing conflict in the Alexandra township 
of Johannesburg, 62 people were killed and 150 000 left homeless and displaced 
(Landau, 2012).

As several analysts have shown, the May 2008 riots did not break out 
without any warning sign (Landau, 2012). In fact, xenophobic sentiment and low-
intensity violence had become a permanent feature of relationships between 
citizens and foreigners, particularly African and Asian foreigners, in the post-
apartheid period. Regular opinion surveys conducted in the 1990s and 2000s, as 
well as qualitative research, have confirmed high levels of xenophobic sentiment 
across population groups and social classes (Crush, 2008; Landau, 2012; Mattes 
et al., 1999). Violence against foreigners has also been systematically recorded 
pre- and post-2008 for acts as serious as homicides, particularly against Somali 
shopkeepers (Gastrow and Amit, 2013). Motives more often raised by violent 
xenophobic groups are related to two sets of topics: housing and business 
operations (small township business). Incidents at workplaces have been few.

Governance of migration

The core features of immigration to South Africa over the past two 
decades are better understood if envisaged against the policy choices which 
have marked the end of apartheid and shaped current institutional settings. 
The immigration policy inherited by the De Klerk administration in 1989 bore 
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three characteristics. First, it was based on a classical colonial settlement policy, 
focusing on the almost exclusive development of the needs of the European 
minority and its corollary, a cheap black labour force to serve the needs of mining 
and agriculture as described earlier in this chapter. Second, the management of 
migration and foreigners was discretionary and often based on opaque practices 
with no tradition of open consultation of either economic operators or social 
partners. While it is likely that discussions were taking place regularly behind 
closed doors between the private sector and government, little of this has been 
shared publicly. Third, the development mode through which this policy was 
meant to evolve was incremental, rarely providing enough space for assessment 
of policy efficiency and consequences. It was thus largely disconnected from 
both ongoing migration trends and dynamics and actual assessments of skills 
needs in the economy.

The ascension of F.W. de Klerk to power in 1989, the fall of the Berlin 
Wall, and the decision to abandon the apartheid system and the regional 
destabilisation policy through negotiations contributed to the adoption of a new 
immigration law in 1991. The legislation was meant to address domestic issues 
rather than to be a long-term management instrument for regional migration, 
however. The volatile situation of the early 1990s and the isolation of South 
Africa from the rest of the continent contributed to maintain a strong security 
focus on immigration issues despite the post-Cold War context.

The 1991 Aliens Control Act, nicknamed “apartheid’s last act”, was the 
cornerstone of South African immigration policy throughout the 1990s and 
early 2000s. Drafted in order to unify and simplify all immigration laws which 
had been adopted since 1937 as well as to mark a break from the past, this act 
reflected a fundamental paradox in the context of the 1994 democratic regime. 
On issues of fundamental rights of migrants and powers of police, the act was 
successively in contradiction with the interim Constitution (1993-96) and the 
1996 Constitution and became subject to constitutional review. As constitutional 
conformity could not only be addressed through legislative amendment to the 
existing act, the decision was taken to deeply reform immigration legislation. 
Despite the constitutional review, the act survived 12 years into the post-
apartheid period.

Governing immigration into democracy

The dominant “two-gate policy” was no longer sustainable in the new 
context of the advent of democracy and South Africa’s reopening to the rest 
of the continent and the world. Profound economic restructuring in core 
sectors such as mining and agriculture, the rise of other sectors (construction, 
hospitality and other services) and mounting internal pressure due to structural 
unemployment all contributed to reshape immigration to South Africa at the 
turn of the 1990s.
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The new regime that came into office in 1994 had to face a rapidly 
changing migration situation with a legal instrument focused on a policing 
and coercive vision of immigration management. The new situation required 
an understanding of the broader field of migration to assess pressing issues 
such as the increasing numbers of asylum seekers, the brain drain/brain gain 
phenomena, the decline of the mining sector and mounting pressure to recruit 
locally, increased demand in construction, services and domestic work, skills 
needs, and the rights of undocumented migrants.

The newly elected South African government decided to embark on a broad 
consultative process which resulted in the publication of a Green Paper on 
International Migration in 1997, and two White Papers, one on Refugees and one 
on Immigration, eventually leading to the adoption of new legislation in the late 
1990s (1998 Refugee Act) and early 2000s (2002 Immigration Act) (Government of 
South Africa, 2002). In the meantime, the management of flows remained very 
much unchanged. Existing practices, administrations, and institutions in charge 
of migration management and the legal apparatus ensured the continuity of a 
national immigration policy awaiting redefinition.

The ten-year period (1994-2004) of the wide consultative process and 
passage of the new Immigration Act in 2002 and the Immigration Amendment Act 
in 2004 was crucial in shaping positions and structuring networks on migration 
issues. But it also meant immobility in terms of migration management. Various 
positions competed on the political agenda which can be summarised as follows:

●● A neoliberal agenda favouring the withdrawal of the state from migration 
matters, the subcontracting of administrative processing of control to employers, 
the establishment of incentives to highly-skilled labour and investors, and 
accelerated policy reform simplifying administrative procedures. This agenda 
was put forward beginning in 1994 by the then Minister of Home Affairs and 
supported by business circles and to some extent liberals in the opposition.

●● An interventionist approach in favour of balanced migration control, taking 
into account democratic commitments and state capacity for a flexible, reactive 
and transparent migration policy. This approach, shared by advocacy groups 
and minority constituencies within the African National Congress (ANC) and 
the Congress of South Africa Trade Unions (COSATU), called for more profound 
policy transformation and a regional thrust.

●● A security and sovereignty-centred agenda favoured by the majority in the ANC 
and by departments’ bureaucratic strata, based on a narrowly defined notion of 
national interest bearing many resemblances to previous positions.

In the end, the Immigration Act of 2002 revealed much continuity with 
previous legislation with only limited alterations for constitutional conformity. 
In essence, the new laws were a continuation of the dual system of limited 
permanent high-skilled immigration and temporary lower-skilled migration, 
mainly through corporate permits.
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Changing the governance of immigration

In May 2005, a strategic plan for 2005-10 was presented to Cabinet, 
which formally linked immigration policy to two dimensions: South Africa’s 
shortage of skills and its regional policy within the frameworks of SADC and 
the African Union. In the DHA minister’s 2006 budget speech, amendments 
to the Immigration Act were presented which sought to meet South Africa’s 
foreign policy objectives in the region. Two examples were changes in favour 
of traders (in particular women) and the relaxation of the requirement that 
African students pay repatriation deposits. The DHA annual reports for 2007-10 
reiterated the three pillars of South African migration policy: the link to regional 
development policies; the commitment to a human rights-based approach; and 
the sovereignty of South Africa in the fight against illegal migration and the 
promotion of border security.

However, the DHA was facing internal organisational problems with 
several changes in ministers. These considerably slowed down policy changes. 
Amendments to the act voted in 2007 only partially came into force in 2011 and 
for some as late as 2014 with new regulations.

Regularisations and deportation as policy instruments:  
Addressing irregular migration

For 15 years (2002-16), the Immigration Act of 2002 and its numerous 
amendments and regulations were used to regulate the major changes in 
flows and the redistribution of immigrants across sectors of the economy. 
Alongside visas, South Africa also resorted to two other instruments: large scale 
regularisations (permanent residence through amnesties, discussed earlier in 
this chapter) and deportations.

As a mostly untold mechanism of immigration policy management, 
deportation is the invisible regulatory instrument displacing hundreds of 
thousands of “surplus” immigrant workers and dependents unable to make 
their way legally into the system. Deportations were not a new feature of South 
African migration management. They were systematically applied to all non-
white people not in a position to justify their stay in or travel through a “white 
area” under apartheid laws of influx control, officially repealed in 1986. Since 
1990, deportations from South Africa have however grown as a result of at least 
three dynamics. Firstly, until 1993 (Memorandum of Understanding with the 
United Nations High Commissioner for Refugees) and in fact until the adoption 
of legislation on asylum (Refugee Act of 1998), non-white asylum seekers were 
systematically treated like irregular migrants and deported. Secondly, the lack 
of legal possibilities for low-skilled immigrant workers to enter into the labour 
market resulted in increases in the number of irregular migrants. And finally, 
systematic policing of migrants by the South African Police Services helped 
identify irregular migrants (Vigneswaran and Duponchel, 2009).
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In 2009, the DHA released cost indications, showing that housing in 
detention centres cost the South African taxpayers ZAR 7-8 million a month, 
an amount which did not include travel costs back to the home country or 
litigation costs. Table 2.7 shows the sharp increase in deportations in the late 
1990s and early 2000s.

Table 2.7. Repatriation of illegal aliens has become more spread  
out over countries of origin

Removals/repatriation of illegal aliens from South Africa, 1994-2015 (thousand)

Mozambique Zimbabwe Lesotho Other All

1994 71 13 4 2 91

1995 132 18 4 4 157

1996 157 15 3 5 181

1997 146 22 4 4 176

1998 142 29 5 7 182

1999 124 43 6 11 184

2000 85 46 6 9 146

2001 94 48 6 8 156

2002 84 38 5 25 152

2003 82 56 7 19 164

2004 . . . . 167

2005 . . . . 210

2006 . . . . 266

2007 . . . . 313

2008 . . . . 281

2009 39 36 15 16 106

2010 . . . . 56

2011 14 10 31 11 66

2012 21 36 26 20 102

2013 . . . . NA

2014 . . . . 132

2015 . . . . 54

Total 1 191 407 123 142 3 342

Note: Breakdowns per nationality not available from 2004 to 2010.

Source: Annual Reports: 1994-2015 (DHA, n.d.). 

Restrictions on legal channels to labour markets and the labour needs of 
emerging sectors such as construction and services have resulted in substantial 
increases in flows of irregular immigrant workers. In South Africa, deportation 
has increasingly been seen as a policy instrument to entrench the idea that 
government is not passive on irregular migration and acts effectively to protect 
the South African unemployed. Although substantive numbers of people have 
been deported from South Africa since 1994, this policy instrument seems 
particularly costly to South African taxpayers and perhaps also ineffective. As 
most irregular migrants coming from the region, they often return soon after 
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deportation. The new 2016 Green Paper on International Migration acknowledges 
the multiple challenges associated with this policy:

The above statistics confirm the need to find a solution for the documentation 
of migrants from SADC with lower-level skills since they account for a large 
proportion of the yearly deportations conducted by the Department. This puts 
a large strain on the budget of the DHA. While conclusive data is not available 
on whether these deportations amount to “revolving door” movements  
(i.e. the same person being deported several times in a year) there are strong 
indications that this is the case. (DHA, 2016: 31)

The Green Paper on International Migration (2016)

In 2016, the DHA published a new Green Paper on International Migration. 
This Green Paper is the result of a long consultation process, first announced in 
2008, and involving a broad spectrum of South African, regional and international 
stakeholders starting in 2013. The process culminated in December 2015 with a 
colloquium called for by the minister in order to compile all contributions into a 
final document which was subsequently turned into the Green Paper submitted 
to public comments between June and September 2016. This is a particularly 
innovative process for the DHA since 1996 (the previous consultation for the 
1997 Green Paper) as most channels of communication between the DHA, other 
spheres of government, and South African social partners and civil society have 
been intermittent.

The Green Paper argues that international migration is, in general, 
beneficial if it is well-managed. It argues for a new immigration policy that:

●● is underpinned by the Constitution and National Development Plan 2030

●● contributes to national interests such as national security

●● orientated towards Africa

●● contributes to nation building and social cohesion by giving the country a 
competitive edge in a knowledge-based world economy

●● enables South Africans living abroad to contribute to national development 
priorities as valuable sources of skills, capital and connections

●● actively strengthens international efforts in building bilateral and multilateral 
partnerships to promote and implement good practices and principles of shared 
and collective responsibility and co-operation.

It has been noted that the Green Paper identifies seven areas in need of 
policy reform (Cronjé, 2016):

1.	 the lack of a risk-based approach to international migration that is considered 
best practice globally

2.	 a bias towards mechanical compliance to formal residency and naturalisation 
requirements rather than managing international migration strategically
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3.	 the need for better management of international migrants with skills and capital

4.	 the lack of a holistic policy approach in particular a lack of engagement with 
South African emigration communities abroad

5.	 policy gaps regarding asylum seekers and refugees

6.	 inadequate processes to integrate migrants into society

7.	 inadequate consideration of historical and geopolitical migration patterns in 
Africa.

In spite of the clear diagnosis, the Green Paper seems focused on movement 
control and security issues even if it pledges a reorientation towards economic 
and employment issues. The document makes no reference to international 
standards and best practice or to the ongoing development of a national labour 
migration policy under the Department of Labour.

As far as work-related visas are concerned, the Green Paper proposes 
a number of innovative visa measures intended to ease and alleviate visa 
application procedures, through simplification and a more generous package 
for the highly-skilled. Some of the proposed measures are for instance the 
possibility for students to be granted critical skills visas or permanent residence 
upon graduation or automatic work permits issued to spouses of work permit 
holders. One of the key work-related immigration measures that the Green Paper 
seeks to address is the idea of a special permit for low-skilled SADC nationals, 
launched by then Minister Pandoor in her 2008 budget speech. Four types of 
measures are proposed in the new document: i) SADC special work visas based 
on quotas subject to political negotiation; ii) long-term multiple entry visas to 
facilitate the mobility of cross-border traders; iii) a small and medium enterprise 
visa for self-employed people who pay taxes and follow South African business 
regulations; iv) and specific regularisation programmes on the model of the 
Zimbabwean and Lesotho Special Dispensation Projects. On the other hand, 
the Green Paper announces the DHA’s intention to remove the right to work 
and study for asylum seekers (DHA, 2016: 66).

The new White Paper on International Migration (2017)

Following the Green Paper published in 2016, a new White Paper on 
International Migration for South Africa was published in 2017 by the Department 
of Home Affairs (DHA, 2017) and was opened for public submissions. The White 
Paper is in line with the Green Paper and has recommended policy and strategic 
interventions in policy areas, which correspond with the areas in need of policy 
reform outlined above.

In addition to the outlined new White Paper on International Migration, the 
Department of Labour with support of the ILO started its labour migration policy 
development process, which will supplement the Department of Home Affairs’ 
international migration policy and cover all aspects pertaining to labour migration. 



﻿﻿2.  The immigration landscape in South Africa: Patterns, drivers and policies

62 HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

Economic restructuring and immigration

What seems to have been poorly anticipated and acted upon by the 
South African government in its management of migration flows is, firstly, 
the profound restructuring of the South African economy post-1994 and its 
consequences on employment. And, secondly, the inevitable inflow of low-
skilled workers from the region (Crush and Williams, 2010; Segatti and Jinnah, 
2013; Segatti and Landau, 2011). It has been noted that South African growth has 
been exclusive, benefiting only those already in powerful economic positions, 
due to “insufficient employment growth” (OECD, 2015: 4).

Apart from a few studies published in the framework of the MiWORC 
project in 2014-15,4 little is known about employment dynamics in specific 
sectors such as construction, hospitality and other services for low-skilled 
migrant workers or finance, banking and professional occupations for the 
highly skilled. Existing research remains too limited to date and should be 
undertaken more systematically. For example, in a recently completed major 
effort to assess skills demand and supply and to improve evidence-based skills 
planning, migration issues received little attention, although the intention is 
stated to cover migration issues in future reports (Reddy et al., 2016).

Immigration policies and skills shortages

One central question dominating discussions on South African immigration 
policy has been that of the skills shortages. While the official government 
position has been that efforts should be placed in attracting and retaining skills 
in South Africa, policy implementation has often been lacking in this field.

There are different categories of visas allowing for skilled migration to 
South Africa for work-related purposes, including permanent residence visas, 
critical skills work visas, general work visas and intra-company transfer visas. 
The Immigration Act of 2002 created the quota permit which was later given 
the specific objective of skills transfer under the Joint Initiative on Priority 
Skills Acquisition (JIPSA) launched in 2006. This became part of the Human 
Resources Development Strategy for South Africa (HRD-SA) in 2009. However, 
neither DHA annual reports nor JIPSA or HDR reports since 2006 provide any 
overall impact evaluation of the implementation of quota permits on identified 
scarce skills sectors.

Throughout the 2000s, businesses continued to complain that foreign 
executives working on intra-company work permits were refused extensions 
to their two-year documentation. The Immigration Amendment Act of 2011 
extended the duration of intra-company transfer permits to four years but 
precluded their renewal. The quota system for work permit applications with 
regard to certain skills and professions was criticised by businesses; the lists 
were considered to have been established without direct consultation with the 
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business sector, and to be largely out of sync with the reality of skills needs. The 
Department of Labour (DoL) acknowledged in 2012 that its communication with 
the DHA on these matters was limited. The DoL sits on the Immigration Advisory 
Board which reviews quotas (albeit erratically given the ad hoc functioning of 
the Board), however it does not have direct access to DHA databases. Decisions 
taken in terms of quota allocations between 2007 and 2011 were therefore 
almost entirely at the discretion of the DHA minister.

While the quota list was in force (2007-11), there were major disagreements 
over the calculation and nature of skills shortages per sector. Interactions 
between Sector Education and Training Authorities (SETAs), the DoL, the 
business sector, organised labour and academic research have been dominated 
by controversies around the calculation methodologies and the definition 
of skills shortages and skills gap (Erasmus and Breier, 2009). In a 2009 study 
undertaken for the DoL, the Human Sciences Research Council found large 
discrepancies between official estimates of skills shortages and the quota lists 
issued by the DHA, even in sectors identified by the government as being in crisis 
(Erasmus and Breier, 2009). For instance, the National Scarce Skills List (NSSL) 
for 2006 indicated needs in personnel amounting to more than 200 thousand, 
while the DHA 2007 quota lists stopped at around 24 thousand (ibid.).

Between the repeal of the quota permit in 2011 and the adoption of the list 
of critical skills in demand in the 2014 Immigration Regulations, the question 
was left at the discretion of officials processing critical skills applications. The 
methodology used to establish the 2014 list of critical skills is as yet unclear. 
This continues to be a priority issue according to the 2016 Green Paper (DHA, 
2016: 42) which supports strengthened inter-departmental capacity, a points-
based system, and mechanisms for the transfer of skills (ibid.) but remains for 
now technically unspecific.

Conclusions

Historically, immigration to South Africa has been characterised by the 
dual imperative of circular migration to the mining and agricultural sectors 
and of permanent immigration by populations of European descent for political 
and skills shortage reasons. However, the reopening of the country and its 
reintegration into the international community, combined with profound 
changes in the South African economy, raised the question of policy adequacy 
perhaps more than ever before. In the context of South Africa’s commitment 
to human rights, and return to the Southern African Development Community 
(SADC), the South African government had to find a balance between internal 
pressure to protect employment and external pressure to treat all immigrants, 
including irregular economic migrants, decently. In contrast to many other 
countries, immigrant workers in South Africa do not experience restrictions 
on the right to freedom of association and collective bargaining.
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At the same time, the country was going through a crisis of economic 
restructuring and needed to ensure it continued to attract much needed skills. 
The reform of current policies and administrative efficiency has posed serious 
challenges to the Department of Home Affairs. Looking back at 20  years of 
policy and administrative reform helps understand the current specificities of 
immigration dynamics in South Africa and provides perspectives on possibilities 
for change.

In the context of porous borders and limited job creation that continue to 
characterise South Africa, unrefined large scale instruments such as short-term 
regularisation schemes and deportation orders may in fact backfire. Without 
strong inspectorates, the opening of borders to larger numbers of low-skilled 
SADC nationals may exacerbate exploitative conditions for migrants, accelerate 
their concentration in specific sectors known for decent work deficits, as well 
as embed precarious modes of living (aggravated by the risk of deportation). 
Measures contributing to stabilise populations are more likely to succeed if 
they are openly connected to employment schemes or sectors and if they are 
accompanied by national sensitisation and education campaigns.

The 2016 Green Paper on International Migration undeniably represents 
progress towards a migration management strategy more to the tune of 
economic and labour market planning. Its diagnosis is thorough and open on the 
current weaknesses of the system. Any progress in terms of professionalisation 
of documentation, visa issuance turnover and reinforcement of immigration 
services capacity will eventually benefit the entire immigration process. 
However, because of an approach that remains focused on visa categories and 
their management, the Green Paper falls short of strongly tying migration, and 
specifically labour migration, to South Africa’s developmental challenges.

While it does acknowledge institutional co-ordination as a key challenge, 
it remains silent on ways to co-ordinate migration to employment policy and 
development targets set out in the National Development Plan, or sectoral 
policies such as the National Industrial Policy Strategy. At the heart of this 
reluctance to deal with policy development is the question of the relationship 
between the DHA and the Department of Labour. If labour migration to South 
Africa is to become a more prominent component of the national employment 
strategy, and in general of economic policy, the need for national labour 
migration policy co-ordination will be much stronger.

While South Africa has robust legislative frameworks and sound statistical 
data collection mechanisms, the co-ordination and implementation instruments 
it relies on remain weak in many respects. Besides the need for more regular 
data on migration flows, there appears to be a need for better utilisation of 
existing data, as well as improved co-ordination between the departments 
dealing with migration. This could be part of efforts to strengthen labour market 
information systems in the country (Reddy et al., 2016; Sparreboom, 2013).



﻿﻿2.  The immigration landscape in South Africa: Patterns, drivers and policies

65HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

Notes
1.	 Measured in purchasing power parity, in constant 2011 international USD (World Bank, 

2016a).

2.	 The number of temporary work permits issued should not be taken as an adequate 
reflection of the number of temporary permit holders in the country as no information 
is available on the duration of the permit.

3.	 www.iol.co.za/news/africa/no-extension-for-basotho-lsp-2072278.

4.	 www.miworc.org.za.
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Chapter 3

Immigrant integration 
in South Africa: Labour market 
outcomes and human capital

This chapter conducts an empirical investigation of labour immigration in South 
Africa based on a review of labour market indicators concerning immigrant 
workers in comparison with native-born workers. Following the sections on the 
volume and nature of employment, the chapter examines occupational change 
using a demographic decomposition method. Comparisons are also made between 
the human capital of native-born and immigrant workers, including with regard 
to skills mismatch.
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The profound changes in migration flows and policies following the 
democratisation of South Africa were highlighted in Chapter 2. Although new 
legislation was introduced in the early 2000s, there was also a continuation of 
past migration policies focusing on security issues. Nevertheless, the 2016 Green 
Paper on International Migration marked a shift to a greater emphasis on capturing 
the economic benefits from migration, which was also the intention behind some 
earlier policies such as those related to “critical skills”.

This chapter demonstrates that the increasing numbers of foreign-born 
workers, including young workers, are performing well in terms of employment 
and unemployment, although young foreign-born women have a more difficult 
position than young foreign-born men. In addition, occupational indicators point 
to the fact that demand for labour is an important driver of labour immigration 
in South Africa.

In this and following chapters we define an immigrant as someone who 
was born abroad and is currently living in South Africa (see Box 1.2 in Chapter 1).

Employment and unemployment: Striking differences between 
foreign-born and native-born workers

The South African working-age population grew from about 30.4 million 
to 35.4 million people between 2001 and 2011 (Table 3.1). During that time, the 
labour force also grew from 18.2 million to 22.0 million people. This reflects an 
increase of the labour force participation rate (LFPR) of roughly 2.3 percentage 
points to 62.2% in 2011, which mostly results from the increasing economic 
activity of women. The employment-to-population ratio increased by about 
5.6 points to 37.4% in 2011 (Annex Table 3.A1.2), while the unemployment 
rate dropped 7.0 points to 39.8% (Table  3.A1.3a). As with the LFPR, changes 
in employment and unemployment rates were for a large part driven by the 
increasing employment and decreasing unemployment rates of women.

Underlying broad labour market developments, there exist some striking 
differences between South African-born and foreign-born workers. For instance, 
not only is the foreign-born LFPR considerably and consistently higher than 
the South African-born LFPR, the former also increased at a much faster rate, 
growing by about 7.3 percentage points to 78.8% by 2011, compared to an 
increase of the South African-born LFPR of 1.7 points to 61.2% in 2011. The share 
of foreign-born workers in the labour force also increased from 3.8% in 2001 to 
7.1% in 2011 (see Figure 3.1).
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Table 3.1. Women’s participation in the labour market has grown considerably
Working-age population, labour force and labour force participation rate, by sex, 2001-11

  Women Men All

2001 2011
Change  
2001-11

2001 2011
Change  
2001-11

2001 2011
Change  
2001-11

Working-age population 
(15+) (‘000)

16 180 18 564 2 384 14 257 16 877 2 620 30 437 35 441 5 004

Labour force (aged 15+) 
(‘000)

8 717 10 741 2 024 9 499 11 293 1 794 18 216 22 034 3 818

Labour force participation 
rate (% or percentage 
points change)

53.9 57.9 4.0 66.6 66.9 0.3 59.8 62.2 2.3

Source: Calculations based on Statistics South Africa (2002; 2012). 

Figure 3.1. Immigrant workers perform better than native-born workers in terms  
of several key labour market indicators on the volume of employment

Labour force participation, employment and unemployment by place of birth, 2001 and 2011 (%)
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The difference in labour force participation between foreign-born workers 
and South African-born workers increased by approximately 6 percentage points 
from 2001 to 2011, and this increase was more notable for women. Whereas in 
2001 the difference in participation rates for women was only 1.8 percentage 
points, by 2011 it had increased to 11.5 points (Figure 3.2). 

Foreign-born workers’ employment-to-population ratio was 24.8 percentage 
points higher than those of South African-born workers, and the difference is 
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mostly due to the high employment rates of foreign-born men. Some of the 
factors explaining the large difference, such as demographics and employment 
quality, will be discussed below.

The unemployment rate of South African-born workers decreased by about 
6.7 percentage points, but remained exceptionally high at 41.1% in 2011. That 
of foreign-born workers, which was lower though still uncharacteristically 
high, barely increased from 21.6 to 22.8% over the period. The convergence in 
unemployment rates between South African-born and foreign-born workers 
was more pronounced for women (Figure 3.2).

Figure 3.2. Differences in participation, employment and unemployment between 
native- and foreign-born workers are larger for men, but changed more for women

Differences between labour force participation, employment and unemployment by place of birth and by 
sex, 2001 and 2011 (percentage points)
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Source: Calculations based on Statistics South Africa (2002; 2012). 

Despite some positive developments in South Africa in terms of key 
labour market indicators and particularly women’s participation at the 
aggregate level, racial differences continue to be a source of inequality.1 For 
instance, at 31.3%, the employment rate for black South African-born workers 
was considerably lower than that of all other South African-born workers, 
which stood at 52.3% (Annex  Table 3.A1.5). Similarly, the unemployment 
rate of black South African-born workers was 47.6% in 2011, compared to 
an unemployment rate of 20.9% for all other South African-born workers. In 
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2011 the employment rate for black foreign-born workers, at 60.4%, is almost 
double that of their South African-born counterparts, and in fact towered over 
that of all South African-born workers (Figure 3.3). The employment rate for all 
other foreign-born workers was higher still, at 61.7%. Similarly, in 2011 the 
unemployment rate for black South African-born workers, at 47.6%, eclipsed that 
of all other South African-born workers (26.6%). Black foreign-born workers had an 
unemployment rate of 20.9%, lower than all South African-born workers, while 
the unemployment rate for all other foreign-born workers in 2011 was 12.0%.

Employment and unemployment rates disaggregated by race and place 
of birth demonstrate that there are significant racial differences that temper 
differences between workers of different places of birth. But they also suggest 
that the foreign-born workforce is highly mobile, responding quickly to short-
term and structural labour demand.

Figure 3.3. Black native-born workers are less often employed and more often 
unemployed than both black foreign-born workers and all other native-born workers

Labour force participation, employment and unemployment by race  
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Immigrants are now younger than the native-born labour force

The average age of the South African labour force in 2001 was 34.9 years, 
which increased to 35.6 years in 2011. The average age of the foreign-born labour 
force showed an inverse trend, dropping from 37.4 years in 2001 to 34.8 years 
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in 2011. Age distributions of the South African and foreign-born labour forces, 
as shown in Figure 3.4A-C, illustrate diverging demographic trends. The South 
African labour force aged between 2001 and 2011, as reflected by the growth 
in older worker categories and a decrease in workers aged 25-44. At the same 
time, the foreign-born labour force saw a strong drop in workers aged 35-64 
and a strong growth among workers aged less than 35.

Figure 3.4. The majority of immigrants in the labour force are less than 35 years old
Labour force by age group and place of birth (%), 2001-11
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Source: Calculations based on Statistics South Africa (2002; 2012). 

Youth unemployment remains a considerable hurdle to be addressed in 
the South African labour market (Table 3.2). While youth unemployment rates 
dropped by about 5 percentage points from 2001 to 2011, the rate remained 
extraordinarily high at 63.9% in 2011. The youth-to-adult unemployment ratio 
actually increased to 1.9, indicating that young workers are almost twice as 
likely as adults to be unemployed in South Africa.
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The youth unemployment rate declined for both South African-born 
workers (from 69.8% to 65.8%) and foreign-born young workers (from 41.5% to 
35.8%), but the foreign-born rates were much lower to begin with, and showed 
a larger decrease between 2001 and 2011. This is reflected in the marked 
improvement of the youth-to-adult unemployment ratio of foreign-born 
workers, which declined from 2.3 to 1.8 percentage points.

Furthermore, similar to the labour force trends seen in Figure  3.4C, the 
youth share of foreign-born employed workers increased by four points to 15.5%, 
while that of South African-born employed workers only increased marginally to 
12.2%. At the same time, the youth share in unemployment of South African-born 
workers grew by 4.2 percentage points to 33.6%, while that of foreign-born workers 
stayed constant at 29.2%. Labour market participation grew considerably among 
young workers, as seen by the rise in both the employed as well as unemployed 
youth as a share of the youth population. Notable is that only among South 
African-born youth does the share of the unemployed increase. Also notable is 
that the share of the employed among foreign-born youth is more than three  
times higher than that share among South African-born youth (Table 3.2). 
These dynamics suggest that, compared to South African-born young workers, 
foreign-born young workers fare better on the labour market in terms of both 
obtaining employment and avoiding unemployment.

Table 3.2. Among immigrants, young workers constitute a smaller share  
of the unemployed than among native-born workers

Youth unemployment statistics, by place of birth, 2001-11

Native-born Foreign-born All workers

2001 2011
Change 
2001-11

2001 2011
Change 
2001-11

2001 2011
Change 
2001-11

Youth unemployment rate (%) 69.8 65.8 -4.0 41.5 35.8 -5.7 69.0 63.9 -5.1

Youth-to-adult unemployment ratio 1.7 1.9 0.2 2.3 1.8 -0.5 1.7 1.9 0.2

Youth share in employment (%) 11.7 12.2 0.5 11.3 15.5 4.2 11.6 12.5 0.9

Youth share in unemployment (%) 29.4 33.6 4.2 29.2 29.2 0.0 29.4 33.4 4.0

Employed youth as a share of 
youth population (%)

11.7 15.3 3.6 37.1 46.9 9.8 12.2 16.6 4.4

Unemployed youth as a share  
of youth population (%)

27.0 29.6 2.6 26.4 26.1 -0.3 27.0 29.4 2.4

Source: Calculations based on Statistics South Africa (2002; 2012); see also Annex Table 3.A1.4. 

Gender differentials are more pronounced for foreign-born youth than for 
South African-born youth. The youth unemployment rate in 2011 was much 
higher for foreign-born females (54.6%) than foreign-born males (25.0%), and 
the difference between the two rates (29.6 percentage points) is much larger 
than the difference for South African-born youth (8.3 percentage points). The 
difference between males and females also increased for foreign-born youth 
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from 2001 to 2011, while it decreased slightly for South African-born youth, 
suggesting the position of young foreign-born females is not improving as fast 
as that of young foreign-born males in terms of finding employment.

Between 2001 and 2011, the share of youth not in employment, education 
or training (NEET) decreased by 2.3 percentage points to 31.6%. Foreign-born 
NEET rates increased slightly over the period, but the gender gap for NEET 
rates of foreign-born youth (24.3 percentage points) is considerably larger than 
that of South African-born youth (6.0 percentage points). Almost half of young 
foreign-born females (49.7%) are not in employment, education or training, 
while the gender gap in NEET rates for South African-born young decreased 
over the same period.

Nature and quality of jobs: More paid employment  
for immigrants

A widely used method to assess the quality of jobs is to consider vulnerable 
and non-vulnerable employment, which is based on the classification by status  
in employment. Vulnerable employment consists of the sum of own-account 
workers and contributing family workers, and these workers are less likely 
to have formal work arrangements (ILO, 2016; Sparreboom and Albee, 2011). 
Nevertheless, non-vulnerable employment such as wage employment may 
also fall short of decent work if, for example, an important part of wage 
employment is casual, informal or of limited duration, or if labour standards 
are not enforced. Immigrants are vulnerable to such situations, and are often 
concentrated in low-skill wage work. In other words, although trends in 
vulnerable employment are important to assess labour markets, consideration 
needs to be given to additional indicators to understand the position of 
immigrants, such as occupational indicators which will be discussed in 
later sections. As the South African population census data of 2011 do not 
differentiate between employers and own-account workers, this section 
distinguishes between wage and salaried workers on the one hand, and other 
categories of workers on the other.

In 2001, 88.9% of all workers in South Africa were in wage and salaried 
employment. Another 9.3% of workers were either employers or own-account 
workers, while only 1.8% were recorded as contributing family workers. The 
percentage of wage workers was the same in 2011, but the share of employers or 
own-account workers dropped to 4.3%, and that of contributing family workers 
changed marginally, to 1.6% (Figure 3.5).

The share of workers in wage employment continues to tower above the 
regional average of sub-Saharan Africa (26.9%; ILO, 2015). However, the share 
of wage employees who report to be working in the formal sector decreased by  
5 percentage points to 75.6% in 2011, suggesting that the quality of employment 
has been slowly falling since 2001. Similar observations have been made by 
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analysts who argue that market liberalisation in certain sectors has led to 
a relatively high proportion of wage workers on daily contracts or similar 
arrangements, even in the formal sector. Furthermore, this process has resulted 
in deteriorating wage and job security particularly among poorer workers, 
contributing to increasing poverty and inequality (for example, Barrientos and 
Kritzinger, 2004; Di Paola and Pons-Vignon, 2013).

The distribution of status in employment differed slightly for foreign-born 
workers, particularly in 2001, when a relatively low 78.7% of foreign-born 
workers were in wage and salaried employment. This proportion increased to 
86.9% in 2011, and it is clear that self-employment has become less prevalent 
among the foreign-born. This may be surprising in view of the low economic 
growth rates in the years leading up to 2011, and the loss of foreign-born wage 
employment in sectors such as mining (see Chapter 2). Differences in the data 
collection methods may explain part of the increase.2

Figure 3.5. Shares of immigrants and native-born workers in wage work are converging
Status in employment by place of birth (%), 2001 and 2011
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Medium- and high-skilled occupations are growing

Due to the diminishing role of agriculture as a source of employment, 
skilled agricultural and fishery workers were the only major occupational 
group showing negative growth in employment between 2001 and 2011.3 
Service workers and shop and market sales workers together with legislators 
and managers saw the highest growth rates over the same period (Figure 3.6). 
Employment in elementary occupations grew only slightly, but did account for 
26.3% of all employment in 2011. Employment as plant and machine operators 
and assemblers decreased for men but increased for women.

Following ILO (2014), we can make a distinction between high-skilled 
occupations (legislators, senior officials and managers; professionals; and 
technicians and associate professionals), medium-skilled occupations (clerks; 
service workers and shop and market sales workers; skilled agricultural and 
fishery workers; craft and related trade workers; and plant and machine operators 
and assemblers) and low-skilled occupations (elementary occupations). Average 
annual growth rates in these three groups are 4.7% (high-skilled occupations), 4.0% 
(medium-skilled occupations) and 3.1% (low-skilled occupations). Compared to 
an average employment growth rate of 3.2% across all occupations, growth rates 
of high- and medium-skilled occupations were relatively high in South Africa.

Figure 3.6. Many immigrants are in growing occupations
Employment by major occupational group and place of birth, 2011 (%)
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Demand for labour is important for immigrants 

When disaggregating employment by place of birth and major occupational 
group, foreign-born workers were slightly overrepresented in occupations of 
relatively high rates of growth including service and shop workers and legislators, 
senior officials and managers, but also among craft and trade workers when 
compared to native-born workers. Together with the slight underrepresentation 
of foreign-born workers among plant and machine operators and agricultural 
workers, the slowest growing and shrinking occupations, this pattern suggests 
that labour immigration is to an important extent demand driven.

Disaggregating occupational distributions further by ethnic group shows 
that non-black South African-born and foreign-born workers are overrepresented 
in all high-skilled occupational groups, while black South African-born 
and foreign-born workers predominate in the lower- and medium-skilled 
occupational groups. Black foreign-born workers are overrepresented, compared 
to their South African-born counterparts, in all the major occupational groups 
exhibiting growth except among clerks, professionals, and plant and machine 
operators. The extent of overrepresentation captured by the difference in 
employment shares is particularly large for craft and related trades workers 
occupations (Figure 3.7).

Figure 3.7. Black foreign-born workers are overrepresented among all but two  
growing occupational groups

Employment by major occupational group, race and place of birth, 2011 (%)
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Occupational growth is mostly driven by new entrants

The distribution and annual growth of occupations can also be considered 
together with the evolution of occupations from a demographic perspective 
to shed light on the role of immigrant workers in labour markets. For this 
purpose, and based on a demographic accounting framework, the net 
occupational change over the period 2001 to 2011 can be decomposed into 
contributions from young workers (new entrants), prime-age workers, older 
workers (retirees) and new immigrants (defined as those foreign-born who 
have entered the country in the past ten years). These age-related components 
of the net change are estimated by comparing the situation of so-called 
“pseudo age cohorts” in 2001 and 2011, respectively (see Annex 3.A1 for 
methodological details). This approach implicitly includes the effects of 
emigration and mortality, as well as the possibility of multiple occupational 
changes that may have occurred during the period (only the situations in 2001 
and 2011 are observed).

In this age-related decomposition, employed workers are distinguished 
by occupational groups, which have been ranked in order of average annual 
employment growth rates from 2001 to 2011 (Figure 3.8). While all occupational 
groups except for skilled agricultural and fishery workers experienced positive 
employment growth, the demographic decomposition shows some differences 
between occupations. Growth in all growing occupations is largely driven by 
new entrants to the labour market, and to a lesser extent by new immigrants. 
There is movement between occupations among prime-aged workers, who 
seem to have experienced some upward occupational mobility. For example, 
among prime-age workers there is growth in the category of legislators, senior 
officials and managers (though a small reduction among technicians and 
associated professionals). The remainder of movement among prime-aged 
workers appears to be lateral in terms of levels of skills, though the strong 
growth among service workers and shop and market sales workers, illustrates 
the broader shift of the economy towards services. At the same time, new 
immigrants are present in all growing occupational groups, though mostly in 
the service workers and shop and market sales workers group and elementary 
occupations group.

Not all immigration is driven by occupational employment growth

The share of new immigrants exceeded the share of new entrants entering 
in occupational groups such as legislators, senior officials and managers, 
professionals, craft and related trades workers, skilled agricultural and fishery 
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workers and elementary occupations (Figure  3.9). Elementary occupations 
present the largest difference between new immigrants and new entrants, with 
the share of new immigrants exceeding that of new entrants by 4.6 percentage 
points. The decomposition shows that new immigrants disproportionally enter 
several declining occupational groups, and thus suggests immigration is not 
driven only by occupational employment growth.

Figure 3.8. Growth is largely driven by new entrants
Demographic components of net occupational change by major occupational group, 2001-11
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Decomposition by level of skills in major occupational groups shows that 
new immigrant entries, in comparison with young worker entries, are slightly 
more likely in low-skilled occupations (Figure 3.10). Prime-aged workers seem to 
have shifted heavily from medium- to high-skilled occupations, illustrating both 
the shift towards services and the concomitant upward occupational mobility 
of the prime-aged group of South African-born workers between 2001 and 2011.

Figure 3.9. New immigrants enter disproportionally into craft  
and elementary occupations

Entries of new immigrants and new entrants into growing and declining  
occupational groups (percentage points), 2001-11
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Figure 3.10. New immigrants are slightly more likely to enter  
into low-skilled occupations

Skill composition of occupational entries or exits, by demographic group (%)
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demographic decomposition. 

Immigrants are overrepresented at both ends of the educational 
spectrum

Education and skills of workers are an important factor influencing the 
labour market outcomes discussed in previous sections, both for immigrant 
and for native-born workers. This section examines the development of levels 
of education of foreign-born workers in comparison with South African-born 
workers in the context of changing labour market needs in the country. This is 
an important topic by itself, but also given that South Africa has made many 
attempts to better assess labour market needs and articulate skills development 
policies accordingly. For example, in 2016 a comprehensive report on skills 
supply and demand was prepared (Reddy et al., 2016). As discussed in Chapter 2, 
the availability of skills also plays a role in immigration policies. 

In 2001, 30.8% of the South African employed population had a primary 
education or less, 63.1% had a secondary education and 6.0% had a tertiary 
education. Among the foreign-born employed the share of those with a secondary 
education was much lower while the share of those with a tertiary education 
was much higher (Figure 3.11A). The educational advantage of the foreign-born 
was especially visible among the adult employed population (aged 25 years and 
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older), among whom tertiary educated workers accounted for 14.1%, compared 
to 6.0% of South African employed adults. On the other end of the spectrum, 
South African-born workers with a primary education or less accounted for only 
20% of the youth employed, while among the foreign-born employed youth, 
43.7% had obtained a primary education or less. The foreign-born employed 
population seems therefore to have been overrepresented at both ends of the 
educational spectrum, with adult foreign-born workers overrepresented at the 
higher end, and foreign-born youth at the lower end.

Figure 3.11. Continuing polarisation of foreign-born employment by level of education
Employment by educational attainment, age and place of birth (%), 2001 and 2011
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By 2011, education levels of the employed population in South Africa had 
improved considerably (Figure 3.11B). Although the polarised education pattern 
of foreign-born employment remained, a vast improvement in educational levels 
can be observed in 2011 particularly among young South African-born workers. 
The share of tertiary educated youth almost tripled to 5.7%, while those with 
a primary education or less halved to 9.6%. Foreign-born employed youth lost 
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their slight advantage at the tertiary level, and the advantage of foreign-born 
adults decreased considerably at this level of education.

Disaggregating educational change over time by place of birth and by race 
shows an interesting pattern (Figure 3.12). While black foreign-born workers 
are still overrepresented among lower education groups compared to all 
other foreign-born workers, the share of these workers with a secondary or 
higher level of education has grown much more than for all other foreign-born 
workers. The same trend is visible among the South African-born population, 
suggesting that education levels among the entire black labour force rose 
substantially between 2001 and 2011, compared to the rest of the labour force. 
This trend demonstrates that the segmentation of the labour force along racial 
lines as developed by apartheid-era (migration) policies is steadily changing.

Figure 3.12. Educational achievement of black workers has increased dramatically
Employment by educational attainment, race and place of birth (%), 2001 and 2011
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The improvement in educational attainment of the workers can also be 
seen in the demographic decomposition of the labour force by education level 
(Figure 3.13). While there were large outflows of prime-age workers and retirees 
from primary or lower education levels, only a small number of new entrants 
and new immigrants with primary or lower levels entered the workforce. The 
secondary and tertiary education levels had positive annual growth between 
2001 and 2011. Large inflows of new entrants and a small number of new 
immigrants contributed to growth at the secondary level, while at the tertiary 
level, not only new entrants and new immigrants but also prime-age workers 
contributed to the positive growth.

Figure 3.13. Educational attainment grew mostly due to new entrants  
in secondary education
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Decomposition of the change in the employed labour force by educational 
achievement also shows that, compared to new entrants, new immigrants 
entered the labour market with a primary education or less much more 
frequently than new entrants, though, as above, also more frequently with 
a tertiary education (Figure 3.14). These two observations likely suggest the 
existence of two different demographic changes: an influx of, on the one hand, 
low-skilled young workers and, on the other hand, high-skilled adult workers. 
These changes likely also impact the types of jobs immigrants find, and the 
availability of the types of skills those jobs require.
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Figure 3.14. Primary educated older workers are largely being replaced by secondary 
educated new immigrants and entrants

Changes in the educational attainment of the disaggregated employed population (%), 2001-11
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Overqualification increased and underqualification decreased  
for foreign-born workers in comparison with native-born workers

Skills mismatch – levels of education not in accordance with the 
requirements of jobs – is an encompassing term which refers to various 
types of imbalances between skills offered and skills needed in the world of 
work, and includes overqualification and underqualification. Based on the 
normative measure (ILO, 2014; Sparreboom and Tarvid, 2017), the incidence 
of overqualification was higher for South African-born workers than for 
foreign-born workers in 2001. For both groups the incidence of overqualification 
increased between 2001 and 2011, though more so for foreign-born workers (from 
10% to 22.7%) (Figure 3.15). Underqualification is more widespread among both 
South African- and foreign-born workers. The incidence of underqualification 
decreased considerably between 2001 and 2011, but it still affects close to 30% 
of the workers in both groups. The decrease of underqualification was also 
stronger for foreign-born workers.
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Figure 3.15. Overqualification increased while underqualification decreased
Skills mismatch of employed population by place of birth, 2001 and 2011
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Conclusions

Between 2001 and 2011, the South African labour market saw some 
positive developments in terms of key labour market indicators, and in 
particular increasing economic activity of women. During the same period, the 
foreign-born share of the labour force almost doubled, growing from 3.8% to 
7.1%. This is reflected in the age distribution of the labour force, as foreign-born 
workers are on average younger.

Foreign-born workers perform well in terms of employment rates. This is 
likely driven, at least partly, by the necessity to earn a living and also points 
to immigrants’ sensitivity to labour demand. The same is suggested by the 
sectoral distribution of foreign-born workers, which is fairly similar to the 
native-born distribution. In other words, immigrant workers are not extremely 
concentrated in particular sectors. Similar to native-born workers, the share of 
wage employment is high among immigrant workers, but part of this reflects 
casual and other forms of precarious employment.

Overall occupational employment patterns confirm that much work 
performed by immigrants is demand driven. Nevertheless, the demographic 
decomposition of occupational growth conducted in this chapter underlines 
that occupational growth is mostly driven by new entrants to the labour 
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market. Other groups, including new immigrants, play a far more limited role. 
New immigrants are more likely to have either no more than a primary level 
of education or a tertiary level of education, reflecting the segmentation of 
the foreign-born labour force between high-skilled and low-skilled migrants. 
Differences by age are important in this context as well, as young foreign-born 
workers are much more likely to have a primary or lower education compared 
to their native-born counterparts than adult foreign-born workers. 

Foreign-born workers tend to be both more overqualified and more 
underqualified than their native-born counterparts. Overqualification among 
foreign-born workers suggests that better foreign skills recognition mechanisms 
could improve the utilisation of immigrant human capital. The relatively high 
rate of underqualification for foreign-born workers may be indicative of dirty, 
demeaning or dangerous jobs performed by these workers.

Notes
1.	 Ethnic classification, based on race, is a procedural relic from the apartheid era and has 

been retained by the South African Statistical Office to measure progress in reducing 
racial inequalities.

2.	 In the 2001 census, there was one question on status in employment, while the same 
topic was covered by three questions in 2011.

3.	 The skilled agricultural and fishery workers occupational category makes up a very 
small share of the occupational distribution in South Africa, which is likely due to 
the fact that farms only employ a small number of skilled workers for jobs such as 
irrigation, spraying or tractor driving. In addition, farms may rely on larger numbers of 
workers employed on a daily or casual basis for the bulk of the work, such as pruning 
and harvesting (Kitzinger, Barrientos and Rossouw, 2004). The latter group is likely 
classified as having elementary occupations.
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ANNEX 3.A1

Data, methodologies and additional tables

Data

The empirical analysis in Chapters 3-6 uses population censuses and 
surveys conducted by Statistics South Africa, which are made available directly 
to users.

We define an immigrant as someone who was born abroad and is currently 
living in South Africa. Citizenship plays no role: Someone who was born in South 
Africa but has a different nationality is not understood to be an immigrant; while 
someone who has a South African passport but was born abroad is understood 
to be an immigrant whether or not he or she already had the nationality at birth 
(see also Box 1.2 in Chapter 1).

Unless stated differently, labour market indicators are defined in accordance 
with ILO (2015).

Methodology to assess sectoral and occupational employment 
patterns

The similarity of sectoral employment patterns between native-born 
workers and immigrants can be assessed using an index of dissimilarity. The 
index represents the proportion of a group, either native-born or foreign-born, 
that would need to move in order to create an equal distribution. The index is 
calculated based on the following equation:

D
n
N

f
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s
i

T

i

T

= −
=
∑1

2 1

where ni is the number of native-born workers per sector, NT is the total 
number of native-born workers across all sectors, fi is the number of foreign-
born workers per sector, FT is the total number of foreign-born workers across 
all sectors and s is the number of sectors. The same index can be applied to 
occupational distributions.
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Methodology of demographic decomposition

Following Chapters 3 and 4 of OECD/European Union (2014), the decomposition 
used in this chapter is based on a demographic accounting method, applied to 
changes in the distribution of workers by level of education and by occupation.

This method builds on the following equation concerning the measure of 
change in a particular variable between two points in time:

  Δ(T)	 =	 E + I + Δ(PA) – R;

  Δ(T)	 =	 the total change observed in the variable over the period

       E	 =	 non-immigrant entrants over the period

        I	 =	 new immigrants who arrived over the period

Δ(PA)	=	 change in the prime-age group over the period

       R	 =	 retirees over the period.

This equation shows that total change over the period equals inflows 
minus outflows, while deaths and emigration are included implicitly. The table 
below summarises how these components are obtained based on 2001 and 2011 
population census data on the labour force (LF).

Table 3.A1.1. Definition of components for the demographic  
accounting decomposition

(1) = (2) − (3) (2) 2011 population census (3) 2001 population census

Non-immigrant new young entrants (E) LF (aged 15-34 excluding foreign-born without long-term 
residence)

LF (aged 15-24)

Non-immigrant retirees (-R) LF (aged 55+ excluding foreign-born without long-term 
residence)

LF (aged 45+)

Change in the non-immigrant prime-age 
group (Δ(PA))

LF (aged 35-54 excluding foreign-born without long-term 
residence)

LF (aged 25-44)

New immigrants (I) LF (aged 15+ foreign-born without long-term residence) 0

Total change:

Δ(T) = E + I + Δ(PA) – R

LF (aged 15+) LF (aged 15+)

 

Non-immigrant entrants to the labour market are calculated by subtracting 
the labour force aged 15-24 in 2000 from the labour force aged 15-34 in 2010, 
which thus assumes that all people 15-24 who were part of the labour force 
in 2000 are still in the labour force ten years later (when they are 25-34 years 
of age). Similarly, retirees are those in the labour force who were aged 45 and 
above in 2000 minus those aged 55 and above in 2010 (temporary withdrawals 
and re-entries prior to definitive retirement are implicitly netted out). The 
change in the size of the prime-age group equals the labour force aged 35-54 
in 2010 minus the labour force aged 25-44 in 2000. Finally, the number of new 
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immigrants is calculated as immigrants with duration of residence of less than 
five years, and such immigrants are excluded from the other components to 
avoid double counting. As can be verified from the table, these four components 
add up to the labour force in both 2000 and 2010. The same methodology can 
be used to decompose sub-groups of the labour force (such as the employed, 
educational and occupational groups).

Table 3.A1.2. Employment-to-population ratio, by sex and age group

Year Origin Sex Age Employed (‘000) Population (‘000) Employed (%)

2001 All MF 15+ 9 685.5 30 437.2 31.8

2001 South African-born MF 15+ 9 146.3 29 475.7 31.0

2001 Foreign-born MF 15+ 539.2 961.6 56.1

2001 All M 15+ 5 641.3 14 257.1 39.6

2001 South African-born M 15+ 5 245.9 13 678.5 38.4

2001 Foreign-born M 15+ 395.4 578.6 68.3

2001 All F 15+ 4 044.2 16 180.2 25.0

2001 South African-born F 15+ 3 900.4 15 797.2 24.7

2001 Foreign-born F 15+ 143.8 383.0 37.5

2001 All MF 15-24 1 127.5 9 271.5 12.2

2001 South African-born MF 15-24 1 066.3 9 106.9 11.7

2001 Foreign-born MF 15-24 61.1 164.6 37.1

2001 All M 15-24 657.6 4 554.3 14.4

2001 South African-born M 15-24 610.9 4 456.7 13.7

2001 Foreign-born M 15-24 46.7 97.6 47.8

2001 All F 15-24 469.9 4 717.1 10.0

2001 South African-born F 15-24 455.4 4 650.1 9.8

2001 Foreign-born F 15-24 14.5 67.0 21.6

2001 All MF 25+ 8 558.0 21 165.8 40.4

2001 South African-born MF 25+ 8 080.0 20 368.8 39.7

2001 Foreign-born MF 25+ 478.1 797.0 60.0

2001 All M 25+ 4 983.7 9 702.7 51.4

2001 South African-born M 25+ 4 635.0 9 221.8 50.3

2001 Foreign-born M 25+ 348.7 480.9 72.5

2001 All F 25+ 3 574.3 11 463.0 31.2

2001 South African-born F 25+ 3 445.0 11 147.0 30.9

2001 Foreign-born F 25+ 129.3 316.0 40.9

2011 All MF 15+ 13 260.4 35 441.2 37.4

2011 South African-born MF 15+ 12 046.1 33 444.0 36.0

2011 Foreign-born MF 15+ 1 214.3 1 997.2 60.8

2011 All M 15+ 7 449.7 16 876.8 44.1

2011 South African-born M 15+ 6 582.4 15 653.8 42.1

2011 Foreign-born M 15+ 867.3 1 222.9 70.9

2011 All F 15+ 5 810.7 18 564.4 31.3

2011 South African-born F 15+ 5 463.7 17 790.1 30.7

2011 Foreign-born F 15+ 347.0 774.3 44.8
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Table 3.A1.2. Employment-to-population ratio, by sex and age group (cont.)

Year Origin Sex Age Employed (‘000) Population (‘000) Employed (%)

2011 All MF 15-24 1 656.9 9 973.2 16.6

2011 South African-born MF 15-24 1 468.9 9 572.3 15.3

2011 Foreign-born MF 15-24 187.9 400.9 46.9

2011 All M 15-24 960.9 4 978.6 19.3

2011 South African-born M 15-24 821.1 4 744.2 17.3

2011 Foreign-born M 15-24 139.8 234.3 59.7

2011 All F 15-24 696.0 4 994.6 13.9

2011 South African-born F 15-24 647.8 4 828.0 13.4

2011 Foreign-born F 15-24 48.2 166.6 28.9

2011 All MF 25+ 11 603.6 25 468.0 45.6

2011 South African-born MF 25+ 10 577.2 23 871.7 44.3

2011 Foreign-born MF 25+ 1 026.3 1 596.3 64.3

2011 All M 25+ 6 488.8 11 898.2 54.5

2011 South African-born M 25+ 5 761.4 10 909.6 52.8

2011 Foreign-born M 25+ 727.5 988.6 73.6

2011 All F 25+ 5 114.7 13 569.9 37.7

2011 South African-born F 25+ 4 815.9 12 962.1 37.2

2011 Foreign-born F 25+ 298.9 607.7 49.2
 

Table 3.A1.3a. Unemployment (expanded definition), by sex

Year Origin Sex Employed (%) Unemployed (%)

2001 All MF 53.2 46.8

2001 South African-born MF 52.2 47.8

2001 Foreign-born MF 78.4 21.6

2001 All M 59.4 40.6

2001 South African-born M 58.1 41.9

2001 Foreign-born M 83.3 16.7

2001 All F 46.4 53.6

2001 South African-born F 45.9 54.1

2001 Foreign-born F 67.6 32.4

2011 All MF 60.2 39.8

2011 South African-born MF 58.9 41.1

2011 Foreign-born MF 77.2 22.8

2011 All M 66.0 34.0

2011 South African-born M 64.2 35.8

2011 Foreign-born M 83.4 16.6

2011 All F 54.1 45.9

2011 South African-born F 53.5 46.5

2011 Foreign-born F 65.0 35.0
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Table 3.A1.3b. Unemployment (official definition), by sex

Year Origin Sex Employed (%) Unemployed (%)

2001 All MF 58.3 41.7

2001 South African-born MF 57.3 42.7

2001 Foreign-born MF 81.9 18.1

2001 All M 63.9 36.1

2001 South African-born M 62.7 37.3

2001 Foreign-born M 85.7 14.3

2001 All F 51.9 48.1

2001 South African-born F 51.3 48.7

2001 Foreign-born F 73.0 27.0

2011 All MF 70.5 29.5

2011 South African-born MF 69.5 30.5

2011 Foreign-born MF 82.7 17.3

2011 All M 74.7 25.3

2011 South African-born M 73.3 26.7

2011 Foreign-born M 87.2 12.8

2011 All F 65.7 34.3

2011 South African-born F 65.3 34.7

2011 Foreign-born F 73.2 26.8
 

Table 3.A1.4. Youth unemployment indicators, by sex

Year Origin Sex
Youth 

unemployed 
(%)

Adult 
unemployed 

(%)

Ratio of youth 
unemployment 

rate to adult 
unemployment 

rate

Share of youth 
employed  

in total 
employed (%)

Share of youth 
unemployed 

in total 
unemployed 

(%)

Share of youth 
employed 
in youth 

population  
(%)

Share of youth 
unemployed 

in youth 
population  

(%)

2001 All MF 69.0 41.3 1.7 11.6 29.4 12.2 27.0

2001 South 
African-born

MF 69.8 42.3 1.7 11.7 29.4 11.7 27.0

2001 Foreign-born MF 41.5 18.0 2.3 11.3 29.2 37.1 26.4

2001 All M 63.5 35.2 1.8 11.7 29.7 14.4 25.2

2001 South 
African-born

M 64.8 36.4 1.8 11.6 29.7 13.7 25.2

2001 Foreign-born M 33.2 13.9 2.4 11.8 29.2 47.8 23.8

2001 All F 74.3 48.1 1.5 11.6 29.1 10.0 28.8

2001 South 
African-born

F 74.6 48.7 1.5 11.7 29.1 9.8 28.8

2001 Foreign-born F 58.2 27.4 2.1 10.1 29.3 21.6 30.1

2011 All MF 63.9 33.5 1.9 12.5 33.4 16.6 29.4

2011 South 
African-born

MF 65.8 34.6 1.9 12.2 33.6 15.3 29.6

2011 Foreign-born MF 35.8 19.8 1.8 15.5 29.2 46.9 26.1
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Table 3.A1.4. Youth unemployment indicators, by sex (cont.)

Year Origin Sex
Youth 

unemployed 
(%)

Adult 
unemployed 

(%)

Ratio of youth 
unemployment 

rate to adult 
unemployment 

rate

Share of youth 
employed  

in total 
employed (%)

Share of youth 
unemployed 

in total 
unemployed 

(%)

Share of youth 
employed in 

youth 
population 

(%)

Share of youth 
unemployed  

in youth 
population 

(%)

2011 All M 58.7 27.6 2.1 12.9 35.6 19.3 27.5

2011 South 
African-born

M 61.7 29.0 2.1 12.5 36.0 17.3 27.8

2011 Foreign-born M 25.0 14.7 1.7 16.1 27.1 59.6 19.9

2011 All F 69.3 39.7 1.7 12.0 31.8 13.9 31.4

2011 South 
African-born

F 70.0 40.2 1.7 11.9 31.8 13.4 31.3

2011 Foreign-born F 54.6 30.1 1.8 13.9 31.1 28.9 34.8
 

Table 3.A1.5. Employment-to-population ratio, by race, sex and age group

Year Origin and race Sex Age Employed (‘000) Population (‘000) Employed (%)

2001 All MF 15+ 9 685.5 30 437.2 31.8

2001 South African-born black MF 15+ 5 871.2 22 807.5 25.7

2001 South African-born other MF 15+ 3 275.1 6 668.2 49.1

2001 Foreign-born black MF 15+ 295.8 530.5 55.8

2001 Foreign-born other MF 15+ 243.4 431.0 56.5

2001 All M 15+ 5 641.3 14 257.1 39.6

2001 South African-born black M 15+ 3 415.6 10 519.7 32.5

2001 South African-born other M 15+ 1 830.3 3 158.8 57.9

2001 Foreign-born black M 15+ 249.4 362.4 68.8

2001 Foreign-born other M 15+ 146.0 216.2 67.5

2001 All F 15+ 4 044.2 16 180.2 25.0

2001 South African-born black F 15+ 2 455.6 12 287.8 20.0

2001 South African-born other F 15+ 1 444.7 3 509.3 41.2

2001 Foreign-born black F 15+ 46.4 168.2 27.6

2001 Foreign-born other F 15+ 97.4 214.9 45.3

2001 All MF 15-24 1 127.5 9 271.5 12.2

2001 South African-born black MF 15-24 584.5 7 500.5 7.8

2001 South African-born other MF 15-24 481.8 1 606.4 30.0

2001 Foreign-born black MF 15-24 49.0 128.5 38.1

2001 Foreign-born other MF 15-24 12.2 36.1 33.7

2001 All M 15-24 657.6 4 554.3 14.4

2001 South African-born black M 15-24 355.5 3 654.1 9.7

2001 South African-born other M 15-24 255.4 802.6 31.8

2001 Foreign-born black M 15-24 39.9 79.6 50.1

2001 Foreign-born other M 15-24 6.8 18.0 37.7

2001 All F 15-24 469.9 4 717.1 10.0

2001 South African-born black F 15-24 229.0 3 846.4 6.0

2001 South African-born other F 15-24 226.4 803.8 28.2

2001 Foreign-born black F 15-24 9.1 48.8 18.6

2001 Foreign-born other F 15-24 5.4 18.2 29.8
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Table 3.A1.5. Employment-to-population ratio, by race, sex and age group (cont.)

Year Origin and race Sex Age Employed (‘000) Population (‘000) Employed (%)

2001 All MF 25+ 8 558.0 21 165.8 40.4

2001 South African-born black MF 25+ 5 286.7 15 307.0 34.5

2001 South African-born other MF 25+ 2 793.2 5 061.8 55.2

2001 Foreign-born black MF 25+ 246.8 402.1 61.4

2001 Foreign-born other MF 25+ 231.2 394.9 58.6

2001 All M 25+ 4 983.7 9 702.7 51.4

2001 South African-born black M 25+ 3 060.1 6 865.6 44.6

2001 South African-born other M 25+ 1 574.9 2 356.2 66.8

2001 Foreign-born black M 25+ 209.5 282.7 74.1

2001 Foreign-born other M 25+ 139.2 198.2 70.2

2001 All F 25+ 3 574.3 11 463.0 31.2

2001 South African-born black F 25+ 2 226.7 8 441.5 26.4

2001 South African-born other F 25+ 1 218.3 2 705.5 45.0

2001 Foreign-born black F 25+ 37.3 119.3 31.3

2001 Foreign-born other F 25+ 92.0 196.7 46.8

2011 All MF 15+ 13 652.0 36 487.8 37.4

2011 South African-born black MF 15+ 8 360.1 26 707.9 31.3

2011 South African-born other MF 15+ 4 041.8 7 723.7 52.3

2011 Foreign-born black MF 15+ 880.2 1 457.1 60.4

2011 Foreign-born other MF 15+ 369.9 599.1 61.7

2011 All M 15+ 7 669.7 17 375.1 44.1

2011 South African-born black M 15+ 4 605.0 12 440.1 37.0

2011 South African-born other M 15+ 2 171.8 3 676.0 59.1

2011 Foreign-born black M 15+ 646.8 913.4 70.8

2011 Foreign-born other M 15+ 246.0 345.6 71.2

2011 All F 15+ 5 982.3 19 112.7 31.3

2011 South African-born black F 15+ 3 755.1 14 267.8 26.3

2011 South African-born other F 15+ 1 870.0 4 047.7 46.2

2011 Foreign-born black F 15+ 233.4 543.7 42.9

2011 Foreign-born other F 15+ 123.9 253.5 48.9

2011 All MF 15-24 1 705.8 10 267.7 16.6

2011 South African-born black MF 15-24 1 015.7 8 220.7 12.4

2011 South African-born other MF 15-24 496.6 1 634.3 30.4

2011 Foreign-born black MF 15-24 160.6 348.1 46.1

2011 Foreign-born other MF 15-24 32.9 64.6 50.9

2011 All M 15-24 989.2 5 125.6 19.3

2011 South African-born black M 15-24 584.1 4 068.7 14.4

2011 South African-born other M 15-24 261.2 815.6 32.0

2011 Foreign-born black M 15-24 117.8 199.1 59.2

2011 Foreign-born other M 15-24 26.1 42.1 61.9

2011 All F 15-24 716.6 5 142.1 13.9

2011 South African-born black F 15-24 431.7 4 152.0 10.4

2011 South African-born other F 15-24 235.3 818.7 28.7

2011 Foreign-born black F 15-24 42.8 149.0 28.7

2011 Foreign-born other F 15-24 6.8 22.5 30.1
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Table 3.A1.5. Employment-to-population ratio, by race, sex and age group (cont.)

Year Origin and race Sex Age Employed (‘000) Population (‘000) Employed (%)

2011 All MF 25+ 11 946.2 26 220.1 45.6

2011 South African-born black MF 25+ 7 344.4 18 487.2 39.7

2011 South African-born other MF 25+ 3 545.2 6 089.4 58.2

2011 Foreign-born black MF 25+ 719.6 1 109.0 64.9

2011 Foreign-born other MF 25+ 337.0 534.5 63.1

2011 All M 25+ 6 680.5 12 249.5 54.5

2011 South African-born black M 25+ 4 020.9 8 371.4 48.0

2011 South African-born other M 25+ 1 910.6 2 860.4 66.8

2011 Foreign-born black M 25+ 529.0 714.3 74.1

2011 Foreign-born other M 25+ 220.0 303.5 72.5

2011 All F 25+ 5 265.8 13 970.6 37.7

2011 South African-born black F 25+ 3 323.4 10 115.8 32.9

2011 South African-born other F 25+ 1 634.6 3 229.0 50.6

2011 Foreign-born black F 25+ 190.6 394.7 48.3

2011 Foreign-born other F 25+ 117.1 231.0 50.7
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Chapter 4

How immigrants affect the labour 
market in South Africa

When considering how immigration affects an economy, a key concern is whether 
native-born individuals lose their jobs or get paid less because of the presence 
of foreign-born workers. This chapter addresses this question based on an 
econometric approach. Following a section on income differences, the chapter 
examines the evolution and trends of the employment, unemployment, paid 
employment and income of native-born individuals across levels of education and 
work experience. The chapter also examines the impact of foreign-born workers 
on these four labour market outcomes of native-born workers and provides policy 
implications.
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As discussed in Chapter 2, since apartheid was abolished, labour immigration 
has become increasingly important and geographically more balanced. The 
analysis in Chapter 3 showed that immigrant workers are ever more present in 
all sectors of the economy, and therefore may compete for jobs with native-born 
workers. Their population share doubled over a ten-year period, becoming younger 
and more likely to work in wage employment, although the quality of employment 
is a concern. The growing numbers of immigrant workers raises the question of 
whether or to what extent immigration has been beneficial or detrimental for the 
employment of native-born workers.

This chapter looks into this question based on a formal econometric 
approach. Existing literature on economic impacts of immigration generally 
does not find strong negative employment effects. In accordance with much 
of the literature, no effect is found of the presence of immigrant workers on 
key labour market indicators of the native-born in South Africa at the national 
level. However, the presence of immigrants is negatively related to native-born 
employment at the regional level, suggesting that in certain provinces, 
immigrants could reduce the employment rates of South African-born workers. 
This relationship is reversed, i.e. becomes positive, when solely considering the 
effect of the presence of newly-arrived migrants on employment outcomes of 
South African-born workers.

An increased share of immigrants does not seem to have any relationship 
with South African-born workers’ incomes at the national level. Yet both positive 
and negative effects are found at the regional level. Furthermore, the share of 
newly-arrived immigrants is positively associated with both employment rates 
and incomes of native-born workers.

Income differences between native-born and immigrant workers

Foreign-born workers’ recorded incomes, pooled across two census waves, 
are a third higher than those of native-born workers, suggesting that foreign-
born workers tend to be considerably better off financially than the average 
South African-born worker (Table 4.1). However, the pooled numbers do not 
show the considerable changes over time. While average real income increased 
nationally between 2001 and 2011, South African-born workers’ incomes 
increased by an average of 24% while those of foreign-born workers actually 
fell by about 32%.
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Table 4.1. Foreign-born workers’ incomes are higher  
than those of South African-born workers

Monthly total income by place of birth, sex and year (real 2005 ZAR), 2001 and 2011

South African-born Foreign-born

  Men Women Total Men Women Total

2001 5 111 3 785 4 533 8 818 9 139 8 904

2011 6 222 4 889 5 630 6 109 5 793 6 022

Total 5 733 4 412 5 150 6 900 6 731 6 854

Source: Calculations based on Statistics South Africa (2002 and 2012b). 

The negative growth of foreign-born workers’ incomes compared to the 
South African-born conforms to the findings in Chapter 3 suggesting that the 
situation of foreign-born workers is becoming more difficult. On the other 
hand, the share of wage workers among the foreign-born increased between 
2001 and 2011. This in itself is not an unequivocal indication of improvement, 
as a considerable number of them might be in daily or otherwise precarious, 
and hence poorly paid, contract employment (Sparreboom and Albee, 2011).

It should also be noted that income in the 2001 and 2011 South African 
census waves is not a measure of labour income, but rather of total personal 
income regardless of its source. Therefore, observed differences in income might 
not necessarily or exclusively reflect a change in the labour market situation of 
the two groups of workers. Furthermore, the quality of the income data in at 
least one South African census wave has been questioned, given the high share 
of respondents indicating no income at all (Barnes, Gutierrez-Romero, and Noble, 
2006; Yu, 2009). Moreover, the data gathered in both census waves is organised 
in broad categories, meaning that it suffers from the well-known “top-coding” 
problem (in which the highest category is coded as the lowest possible value, 
i.e. 204 801 for 204 801+), which might lead to an underestimation of the highest 
incomes, thus biasing results downwards.

Part of the differences in income between South African-born and foreign-
born workers can be ascribed to personal characteristics, such as education, 
sex, relationship status (married or cohabiting versus being single), age and 
occupation, as well as the place in which one is living. In Table 4.2, the results of 
several Mincer-type regressions, in which the natural log of income is regressed 
on various controlling variables, are shown. Differences between foreign-born 
and South African-born workers cannot be fully accounted for by any of the 
examined personal characteristics, though some noteworthy patterns arise. 
Foreign-born workers earn about 5% less income than South African-born 
workers, controlling for year, province, sex, broad education level and experience 
(Table 4.2, model 1).
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Table 4.2. Foreign-born workers tend to have lower incomes than comparable South 
African-born workers

Variables
All workers

Low-skilled 
occupations

Mid-skilled 
occupations

High-skilled 
occupations

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Foreign-born -0.05*** -0.02*** -0.04*** -0.07*** 0.06*** -0.19*** -0.18*** -0.13*** -0.10*** -0.01 -0.00

(0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.00) (0.01) (0.01) (0.01) (0.01)

Experience 0.04*** 0.04*** 0.04*** 0.04*** 0.04*** 0.03*** 0.03*** 0.04*** 0.04*** 0.05*** 0.05***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Secondary 
education

2.53*** 2.18*** 1.92*** 1.56*** 1.56*** 2.27*** 2.14*** 2.17*** 2.00*** 2.00*** 1.99***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

Tertiary 
education

1.90*** 1.63*** 1.47*** 1.18*** 1.18*** 1.51*** 1.40*** 1.66*** 1.51*** 1.62*** 1.62***

(0.02) (0.02) (0.02) (0.02) (0.02) (0.04) (0.04) (0.03) (0.03) (0.03) (0.03)

Other 
education

-0.21*** -0.14*** -0.16*** -0.17*** -0.17*** -0.36*** -0.25*** -0.05*** -0.06*** -0.13*** -0.11***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.01) (0.01)

Female 6.16*** 5.75*** 6.54*** 6.24*** 6.24*** 6.30*** 6.04*** 6.40*** 6.02*** 6.95*** 6.71***

(0.00) (0.00) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.02)

Observations 1 551 160 1 550 984 1 550 984 1 544 818 1 543 535 598 945 598 899 539 802 539 768 373 844 373 812

R-squared 0.30 0.36 0.39 0.46 0.46 0.27 0.32 0.23 0.27 0.30 0.31

Time and 
area fixed 
effects

yes yes yes yes yes yes yes yes yes yes yes

Sector fixed 
effects

. yes yes yes yes . yes . yes . yes

Occupation 
fixed effects

. . yes yes yes . . . . . .

Race fixed 
effects

. . . yes yes . . . . . .

Citizenship 
fixed effects

. . . . yes . . . . . .

Note: Regressions of log monthly income on immigrant status. Robust standard errors appear in parentheses. 
Regressions are weighted and standard errors are clustered by year and district. * p < 0.1, ** p < 0.05, *** p < 0.01.

Source: Calculations based on Statistics South Africa (2002 and 2012b). 

This difference decreases slightly when comparing people who work in 
the same sector (model 2), but increases again when only comparing the same 
occupations within sectors (model 3). This suggests that there are considerable 
differences in the occupations foreign-born workers have in different sectors. 
Controlling for race, as would be expected, slightly increases the income gap 
between South African- and foreign-born workers (model 4).

Notably, citizenship has a strong effect on the income gap between foreign- 
and South African-born workers (model 5) indicated by the reversal of the sign 
of the foreign-born income gap. This means that when comparing within races, 
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foreign-born workers who are citizens earn 6% higher incomes than South 
African-born citizens, while foreign-born workers who are not citizens earn 
14% lower incomes than South African-born citizens.

Income by broad occupational category is also examined. Income gaps 
remain relatively high for low-and medium-skilled occupations, ranging 
between 10% and 19% lower incomes for foreign-born workers, even when 
controlling for sector of employment (Table 4.2, models 7 and 9), while no 
income gap exists among high-skilled occupations both within and across 
sectors (models 10 and 11). These results, in line with those found in Chapter 3, 
suggest that there is a likely segmentation of the foreign-born labour force 
in South Africa. While foreign-born workers in high-skilled occupations 
have similar incomes to their South African-born counterparts, those of 
lower-skilled foreign-born workers (particularly those in the lowest-skilled 
occupations) are considerably lower than similarly skilled South African-born 
workers. This would suggest that lower-skilled foreign-born workers might 
be more likely to find employment in daily contract labour or otherwise 
precarious forms of work.

Effects of immigration on native-born employment and wages

According to economic theory, labour immigration increases the supply 
of labour in destination countries and can lead to adjustments in employment 
and wages of native-born workers. At the theoretical level, the nature of such 
adjustments depends on various assumptions, while empirical studies in the 
context of developed countries tend to show limited effects, both positive and 
negative. However, effects are more likely to be negative for certain population 
groups, such as low-income workers and prior immigrant cohorts (Barone 
and Mocetti, 2011; Borjas, 1994, 1999, 2003, 2006, 2015; Borjas and Hilton, 
1996; Friedberg and Hunt, 1995; Hanson, 2008; Kerr and Kerr, 2011; Longhi et 
al., 2005, 2010).

While interest in the labour market effects of immigration in developing 
countries is growing, few empirical studies have been undertaken. An important 
exception is the study by Facchini, Mayda and Mendola (2013) of the South 
African labour market. This study uses a “skill-cell approach” (see explanation 
below) combined with a disaggregation at the district level to estimate economic 
effects on income and employment. The authors find small negative effects 
of immigration on income, but not on employment of native-born workers 
at the national level, and the reverse at the district level (i.e. a negative effect 
on employment but not on incomes of native-born workers). They employ an 
instrumental variable analysis to confirm the reading that, at the district level, 
the negative effect on employment rates likely results from native-born workers’ 
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relocation to low-immigration districts and to the informal labour market. Some 
negative effects of immigration on employment at the national level are found 
in a more recent study (Fauvelle-Aymar, 2015).

Following Borjas (2003), this study considers immigration as an increase in 
the supply of labour, which can be analysed based on two dimensions: education 
and experience. As noted by Borjas, both dimensions have been emphasised by 
human capital theory (Becker, 1975; Mincer, 1974), and education and experience 
jointly determine the skill cells that are central to the analysis of immigration 
in this chapter.

Under the assumption that workers (both South African-born and 
foreign-born) with comparable levels of education and work experience are 
perfect substitutes and hence compete for the same jobs, skill cells are used to 
assess how labour market outcomes of South African-born workers of a certain 
skill level are affected by the presence of immigrant workers. Skill level is 
estimated by dividing the working-age population into groups based on four levels 
of educational achievement and eight levels of years of experience. Subsequently, 
variations in the proportion of immigrants across skill cells are used to assess the 
impact of immigration on labour market outcomes (see Annex 4.A1 for further 
methodological details).

Labour market outcomes included in the analysis are the employment-to-
population ratio, the unemployment rate, the rate of paid employment and the 
log of monthly income of South African-born workers, calculated according to 
ILO definitions.1 The analysis in this chapter uses data from the last two South 
African population censuses conducted, in 2001 and 2011, and the third quarter 
wave of the South African Labour Force Survey of 2012.

Immigrant workers have either low or high levels of education  
and experience

Employment-to-population rates of native-born workers (ages  15-64) 
remained stable between 2001 and 2011, but have increased since 2012 for all but 
tertiary educated workers and workers with up to five years of work experience. 
Across all three years, employment rates tend to rise with levels of education, 
while a decline in employment rates is observed across all education groups at 
the edges of the experience range – there are relatively fewer employed South 
African-born workers with few or many years of work experience compared to 
workers in the middle of the range. This may be because workers early in their 
careers are more likely to be cyclically unemployed as they look for the right 
job or continue their education, particularly in the higher education categories, 
while more experienced workers may start retiring, in some cases before they 
leave the working-age population (again, particularly those with higher levels 
of education).
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Figure 4.1. Employment rates increase with levels of education and with moderate 
experience

South African-born employment-to-population ratio by experience and education levels, 2001, 2011 and 2012
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Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 

The foreign-born share shown in Figure 4.2 represents the percentage of 
immigrants among the working-age population in each skill cell per year. As 
was highlighted in Chapter 3, the share of the foreign-born is highest among 
workers with a tertiary or higher education and among those with less than a 
primary level of education and relatively little work experience.

Native-born unemployment rates are highest among workers with the 
lowest education and the least years of work experience (Figure  4.3). Most 
notably, the unemployment rate of workers with only some primary education 
and up to five years of work experience is over 80% in 2012. Completing 
secondary education, with up to five years of work experience, reduces the 
unemployment rate to just over 50%, and completing tertiary education reduces 
it further to just over 20%. As work experience increases, unemployment rates 
drop drastically among lower education groups. The unemployment rate among 
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workers with some primary education and between 36 and 40 years of work 
experience is just over 30% in 2012. Again, with education the unemployment 
rate drops drastically, to just over 8% for a worker with 36-40 years of experience 
and a tertiary or higher level of education. Over time, unemployment rates have 
decreased most among workers with lower levels of education. Only among 
tertiary educated workers with very little experience do unemployment rates 
rise over time.

Figure 4.2. Migrants are overrepresented among the extremes of the skill spectrum
Non-native share of working age population by experience and education levels, 2001, 2011 and 2012
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Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 

The rate of native-born paid employment has declined slightly over the 
three census waves for workers with a primary education or less. This time 
trend is not as apparent among secondary and higher educated workers, 
though among these workers in all years the share of paid employment falls 
considerably with increasing experience. Figure 4.4 seems to suggest that many, 
particularly tertiary educated, workers do not stay in paid employment until 
retirement, and paid employment is not the same as a stable job.
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Figure 4.3. Unemployment is highest among workers with little experience
South African-born unemployment rate by experience and education levels, 2001, 2011 and 2012
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Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 

Since paid employment rates do not give a clear indication of the quality 
of jobs in South Africa, income could be used as another indicator of the 
quality of jobs wage workers find. Figure 4.5 shows monthly income (in real 
2005 ZAR) of South African-born workers by levels of education and experience 
for each of the two census waves. Between the two waves, incomes barely 
changed for workers with less than a secondary education (and less than 
20 years of experience), while income growth for those with higher education 
levels at each level of experience stagnated. Particularly among tertiary 
educated workers, wages fell considerably. Whether or not this truly reflects a 
deterioration of the quality of jobs at higher skill levels, it does suggest a slight 
reduction in income inequality between skill levels. In both waves, income 
increases with education and with experience.

Real monthly income of South African-born workers fell between 2001 
and 2011, particularly among workers with secondary and higher levels of 
education. Income increases considerably with levels of education, though 
relative differences between workers with less than a secondary education 
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are small, regardless of experience level. Average incomes more than double 
between workers with a secondary education or less, and more than double 
again for those with a tertiary or higher level of education. For workers with at 
least a secondary level of education, increasing experience also appears to be 
more important for increasing levels of income.

Figure 4.4. Paid employment rates decrease slightly among more experienced workers
South African-born paid employment rate by experience and education levels, 2001, 2011 and 2012
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Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 

Foreign-born workers do not impact South African-born workers’ 
labour market outcomes at the national level

The analysis assesses the labour market effect of immigration on South 
African-born men and women, across three survey years and grouped by skill 
cell, at the national and regional levels, then at the national level for men and 
women separately. In addition, the analysis looks at impacts of the most recent 
migrants only. Table 4.3 presents the foreign-born share of the economically 
active population per skill cell on each labour market outcome. Regression 
coefficients can be found in Table 4.A2.1.
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Figure 4.5. Income of South African-born workers increases with education  
and experience

Monthly income of South African-born workers by experience and education levels, 2001 and 2011
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The correlation between the immigrants’ share and the pooled employment 
rate of native-born workers is insignificant, suggesting that overall, the presence 
of immigrants in a skill cell does not have an effect on native-born employment 
rates at the national level, and does not affect men and women differently. At the 
regional level, however, the presence of foreign-born workers in a skill cell is 
correlated with a reduced employment rate and an increased wage of South 
African-born workers. This finding implies that regional differences in the labour 
market effects of immigration are important, and might be due to the relocation 
of native-born workers between regions. Conversely, the unemployment 
and paid employment rates of South African-born workers are unaffected 
by the presence of foreign-born workers under any specification. Finally, the 
monthly income of South African-born women at the national level is related 
positively with the share of foreign-born women in a skill cell. It does, however, 
warrant repeating that the number of respondents who indicated receiving no 
income in 2001 is disproportionately high, even among wage workers, making 
interpretation of the findings of that year uncertain.
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Table 4.3. Foreign-born workers do not have an impact on South African-born workers, 
but new immigrants do

Summary of results of regressions of several South African-born labour market outcomes  
and foreign-born share

Variables
All workers 

National
All workers 
Regional

Men
Men  

(controlling for women)
Women

New 
immigrants

Employment rate of South African-born workers o - o o o +

Unemployment rate of South African-born workers o o o o o -

Paid employment rate of South African-born workers o o o o o o

Monthly income of South African-born workers o + o o + +

Note: The table reports the sign of the immigrants’ share variables from regressions where the dependent variable is 
the mean South African-born labour market outcome for an education*experience group at a particular point in time. 
0 = no significant effect; + = a significant positive effect; - = a significant negative effect.

Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 

The final specification of all four models uses a sample in which immigrant 
shares are composed of only those immigrants who have been resident in the 
region for the past ten years. This assumes that any foreign-born worker who 
entered the South African labour market before that time would have been 
sufficiently integrated to no longer have the same impact as a newer immigrant. 
Under this specification, a different set of relationships is observed. The 
relationship of the share of newly-arrived immigrants with the employment rate 
of South African-born workers in a skill cell is positive, while the relationship 
with the unemployment rate of South African-born workers is negative. This 
suggests that South African-born employment is increasing in cells with more 
new immigrants. At the same time, there is a positive relationship with monthly 
income, meaning that “established” workers have higher incomes in cells when 
more immigrants arrive. This could be due to several reasons, such as spillover 
effects of new skills brought by immigrant workers, or increased specialisation 
of native-born workers in the presence of more immigrant labour (Peri, 2014).

Newly-arrived immigrants’ positive impacts on labour market 
outcomes might hide inequalities

Evidence presented in this chapter suggests that foreign-born workers do 
not have any measurable positive or negative effect on labour market outcomes 
of native-born workers considered as one group at the national level. However, 
women in skill cells with a higher share of foreign-born women do appear to 
earn higher incomes at the national level. This could be due to the increased 
participation of native-born women in the labour market due to immigrant 
women taking over childcare and household services (Furtado, 2015; Peri, 2014, 
see also Chapters 3 and 5).

At the regional level, a higher share of immigrant workers has a negative 
effect on employment rates of native-born workers, suggesting that opportunities 
for workers of a given skill level differ considerably between regions. In other 
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words, local effects of migration might exist on the employment rates of 
competing workers, most likely in border regions, which are not strong enough 
to be visible at the national level, or are compensated for by interprovincial 
flows of South African-born workers in response to increasing immigration 
shares. Furthermore, a significant and positive regional effect is observed when 
considering the impact on real wages of South African-born workers – a one 
percentage point increase in the share of immigrants is associated with an 
almost 1% increase in the real wages of the native-born workers (Table 4.A2.1).

There was a large shift in occupational and sectoral distributions of 
immigrant workers between 2001 and 2011. By 2011, foreign-born employment 
in agriculture and even more so in industry (including mining) decreased, and 
more foreign-born workers became employed in the growing service sectors 
of the economy. While a more elaborate time series analysis would help shed 
light on the changes of the impact of immigration over time, a lack of nationally 
representative data at regular time intervals makes empirical testing of such 
changes difficult. The analysis therefore looked at possible effects of the most 
recent immigrants as a proxy for examining the short-term effects of migration, 
and found that employment rates and wages are highest in those cells which 
contain the largest share of new immigrants.

The effects of new immigrants suggest that they might be responding 
more actively to labour market needs. Although these results indicate an 
improvement in employment rates and in the quality of employment of 
South African-born workers as a result of the presence of immigrants, being 
in paid employment and receiving a relatively higher wage does not imply one 
has a stable, decent job. Furthermore, similar to the argument in Chapter 3,  
the reduction in immigrants’ average wages (and the rise of those of South 
African-born workers) between 2001 and 2011, suggests that the groups’ relative 
positions on the labour market are shifting. This means that workers might 
not be perfectly substitutable within skill cells, which might in turn dilute any 
competitive effect of the migrant share per skill cell at the national level.

Conclusions

The analysis in this chapter aimed to quantify some of the effects of 
immigration on the South African labour market based on a widely used 
skill-cell approach developed in Borjas (2003) and used by, among others, 
Facchini, Mayda and Mendola (2013), and De Brauw and Russell (2014). The 
impact of immigration on labour market outcomes of native-born workers using 
this approach was assessed by examining several labour market outcomes of 
South African-born workers in relation to the proportion of economically active 
immigrants with comparable levels of skill. In line with some of the findings of 
previous research (see Facchini, Mayda and Mendola, 2013), foreign-born workers 
do not displace native-born workers at the national level.
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The chapter was able to address the impact of immigration on native-born 
wages which, according to certain methodologies, has been found to be negative 
in previous research. However, in the case of South Africa, this effect is neutral 
at the national level, while being positive at the regional level and when solely 
considering new immigrants and women.

At the national level, increased immigration does not have any effect on 
native-born labour market outcomes, while a negative impact on native-born 
employment rates is witnessed at the regional level. This suggests that 
regional differences might obscure more localised labour market effects of 
immigration. Borjas argues that impacts get diffused across regions, through 
internal immigration, capital reallocation or other adjustment processes, 
assuming (implicit in the skill-cell approach) that workers within skill cells 
are perfectly substitutable. Critics have argued that this assumption leads to 
a potential overstatement of immigration’s adverse effects (Bodvarsson and 
Van den Berg, 2013).

Furthermore, the effects of immigration seem to lessen with time spent 
in South Africa. While new immigrants positively affect employment rates and 
wages and negatively impact unemployment rates of native-born workers, these 
effects become insignificant as immigrants attain characteristics that allow 
them to integrate better into the labour market. 

In terms of policy interventions, if certain regions bear more of the 
burden of an increased labour force due to immigration, it seems that policies 
encouraging less concentration of foreign-born workers might be beneficial for 
native-born workers. The same argument would apply to maximise the positive 
employment impact of newly-arrived immigrants. At the same time, there is a 
continued need to ensure labour protection for the most precarious workers, 
including immigrant workers, in order to not undermine or challenge minimum 
conditions for all workers.

Notes
1.	 Monthly income is defined as total personal income in real 2005 ZAR from all sources of 

income in the previous 12 months. For both censuses, income data have been recoded 
to the midpoints of the broad intervals which were recorded in the original data. The 
top interval has been recoded to the lowest possible value (i.e. 204 801 for 204 801+).
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ANNEX 4.A1

Methodology of labour market impact assessment

Following Borjas (2003), skill cells based on education and experience are 
used to assess how labour market outcomes of South African-born workers 
of a certain skill level are affected by the proportion of immigrant workers of 
the same skill level. Accounting for any interactions between education and 
experience, and changes in these variables over time, the main equation to be 
estimated becomes:

Y m e w c e w e c w c uijt ijt i j t i j i t j t ijt= + + + + ∗ + ∗ + ∗ +β ( ) ( ) ( )
	

(1)

where Yijt is the labour market outcome for a South African-born worker 
with education i (i = 1...4) and work experience j ( j = 1...8) for year t. Furthermore:

m M M Nijt ijt ijt ijt= +/ ( )
	

(2)

where Mijt is the number of foreign-born workers with education i, work 
experience j at time t and Nijt is the number of South African-born workers with 
education i, work experience j at time t. The other explanatory variables are a 
set of fixed effects that aim to take into account the education level (ei), work 
experience (wj) and the time period (ct).

The analysis can be extended to include the impact of women on labour 
market outcomes of South African-born workers (see De Brauw and Russell, 
2014), by including the following control variable:

w W W Kijt ijt ijt ijt= +/ ( )
	

(3)

where Wijt is the number of women (both South African- and foreign-born) 
with education i, work experience j at time t and Kijt is the number of men (both 
South African- and foreign-born) with education i, work experience j at time t.

The analysis can also be adjusted to take into account the regional 
distribution of immigrants along with their skill distribution (see Facchini, 
Mayda and Mendola, 2013). The equation to be estimated becomes:

Y m e w c d e w e c w c

d e d

ijt ijt i j t k i j i t j t

k i k

= + + + + + ∗ + ∗ + ∗

+ ∗( ) + ∗

β ( ) ( ) ( )

ww d c uj k t ijt( ) + ∗( ) +
	

(4)
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where Yklt is the labour market outcome for a South African-born worker 
in district k (k = 1…K), with education i (i = 1...4) and work experience j ( j = 1...8) 
for year t.

Data is aggregated at the level of skill cells, and regressions are weighted 
by the size of the economically active population per education*experience*year 
period.

The sample is restricted to individuals aged 15-64 who take active part in 
the labour market (i.e. are employed or unemployed), and includes both native-
born men and women, jointly and separately at the national level. Borjas (2003) 
argues in his analysis that work experience cannot be adequately estimated 
for both men and women in the case of the United States, due to lower female 
labour force participation rates, particularly among older cohorts. There, 
changes in the labour force participation rates of men and women between 
1960 and 2000 might have had a strong cultural component. However, this is not 
immediately evident in many developing countries, where income levels for the 
largest part of the population do not accommodate single-earner households. 
While in South Africa labour force participation rates of men and women have 
been slowly converging, in 2011 there was still more than a 7 percentage point 
gender gap. Furthermore, as argued by De Brauw and Russel (2014), women’s 
labour market experience might also be affected by possible time outside the 
labour market due to childrearing or other domestic tasks (the responsibilities 
for which often fall disproportionately on women, see Blau and Kahn, 2013).1 
Therefore, in the analysis in this chapter, women’s labour market experience is 
adjusted downwards by four years (see De Brauw and Russell, 2014).

In Chapter 4, employees are those who work in return for a wage or income 
per month, per day, or per job. They may receive commission in return for the 
work or service they perform. The commission may be in the form of money 
or in-kind payments.

Note
1.	 Blau and Kahn (2013) further find that including individuals with interruptions of 

full-time work experience can lead to measurement errors and biased estimates 
of the returns to experience as well as the quantity of post-school human capital 
investment. The lack of information on actual work experience can also have serious 
consequences for analysing differences in the gender pay gap.
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ANNEX 4.A2

Regression results

Table 4.A2.1. Estimates of effects of foreign-born share on labour market outcomes  
of South African-born workers, education*experience cells

Variables
All workers 

National
All workers 
Regional

Men
Men 

(controlling 
for women)

Women
New 

immigrants

Employment rate of South African-born workers 0.440 -0.203** -0.064 -0.161 0.485 0.978***

(0.469) (0.080) (0.415) (0.367) (0.367) (0.360)

Unemployment rate of South African-born workers -0.257 0.102 0.006 0.029 -0.449 -0.531*

(0.295) (0.076) (0.221) (0.214) (0.385) (0.275)

Paid employment rate of South African-born workers -0.301 0.071 -0.020 -0.034 -0.251 0.117

(0.280) (0.085) (0.250) (0.254) (0.408) (0.264)

Monthly income of South African-born workers 2.295 0.949*** 0.464 -1.822 4.729** 4.097***

(1.703) (0.256) (1.300) (1.127) (2.271) (0.944)

R-squared 0.982 0.9872 0.9804 0.9808 0.9762 0.9814

Note: The table reports the coefficient of the immigrants’ share variables from regressions where the dependent 
variable is the mean South African-born labour market outcome for an education*experience group at a particular 
point in time. Asterisks indicate significance levels (* p  <  0.1, ** p  <  0.05, *** p  <  0.01). Robust standard errors are 
reported in parentheses. All regressions are based on the same 36 observations per year at the national level and 
288 observations at the regional level, and are weighted by the sample size of the education*experience*year cell. 
All regression models include education, experience, period fixed effects and a full set of two-way interactions. Log 
monthly income is recorded in the census in broad income categories, recoded here to the midpoint of each category, 
and the regression in model 4 is based on data from the years 2001 and 2011 only.

Source: Calculations based on Statistics South Africa (2002; 2012a and 2012b). 
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Chapter 5

Immigration and economic growth 
in South Africa

This chapter analyses the sectoral economic development of South Africa, which 
is a major factor in the estimated contribution of immigration to economic growth. 
In this context, the educational attainment of foreign- and native-born workers 
is also taken into account. In addition, the chapter estimates the impact of 
immigration on income per capita based on an econometric model. The chapter’s 
final section offers policy recommendations.
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Previous chapters provided the economic and policy context of immigration in 
South Africa, highlighted the strong historical linkages between immigration and 
the economic development of the country and examined in particular the labour 
market position of foreign-born workers. This chapter assesses the contribution 
of immigrant workers to gross domestic product (GDP), based on labour market 
and other information.

It is difficult to accurately establish the contribution of immigrant workers 
to economic output or GDP. The economic activities of immigrant workers are 
not recorded separately in national account statistics, and their contribution 
therefore has to be deduced indirectly. In addition, the question is often raised 
as to whether immigration positively or negatively affects the level of South 
Africa’s real per-capita income. Even though it is known that an expansion of 
the workforce almost invariably increases a country’s total output level (Borjas, 
1999), the impact of immigration on GDP per capita theoretically depends on 
a number of assumptions and the direction of this impact is not determined a 
priori (Bodvarsson and van den Berg, 2013).

This chapter first estimates the contribution of immigrant workers to the 
South African economy based on their sectoral distribution and assumptions 
regarding their productivity. Results suggest that the economic contribution of 
immigrant workers amounts to 8.9% to 9.1% of GDP, which is just below their 
share in employment (9.2%). Based on a broad production framework, the chapter 
subsequently argues that it is likely that migrant workers raise GDP per capita in 
South Africa. Finally, results from econometric estimates and simulation exercises 
confirm the positive economic effects of labour immigration in the country.

As the sectoral distribution of workers is a major determinant of 
the contribution to GDP, this chapter starts with a brief review of sectoral 
development of the South African economy and the position of foreign-born 
workers in this regard.

Growing importance of services

South Africa’s sectoral employment shares show a steady increase in the 
importance of the service sectors and of the decline of industry as a source of 
employment (Figure 5.1). A similar trend can be seen in the shares of sectoral 
value added to GDP, to which services have been contributing a growing 
share since the 1980s (see Figure 2.3 in Chapter 2). In contrast to many sub-
Saharan African countries, agriculture is thus not the predominant source of 
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employment in South Africa. The share of workers in agriculture was around 
11% in 2001 (12% for foreign-born workers). From 2001 to 2011 the share of 
employment in agriculture declined by approximately 6 percentage points for 
both South African-born and foreign-born workers (Figure 5.1). Employment in 
industry declined slightly for South African-born workers and considerably for 
foreign-born workers. Consequently, services have become more important as 
a source of employment for both South African-born and foreign-born workers. 
The share of workers in services grew from 64% to 73% between 2001 and 2011, 
but it grew far more for foreign-born workers (18.7 percentage points) than for 
South African-born workers (8.7 percentage points). The gradual reduction of 
foreign employment in the mining sector contributed to these trends.

Figure 5.1. The service sector has become more important as a source 
of employment

Employment by broad sector and nativity status (%), 2001 and 2011
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Source: Calculations based on Statistics South Africa (2002; 2012). 

South African-born and foreign-born workers are not distributed equally 
across economic sectors. Despite their reduced employment shares particularly 
in agriculture and mining, foreign-born workers are still overrepresented in these 
sectors as well as in construction, wholesale and retail trade, accommodation 
and food service, professional activities, other service activities, and activities of 
households as employers (domestic work) (Figure 5.2). In 2011, employment in 
wholesale and retail trade and construction taken together accounted for almost a 
quarter of foreign-born workers (24.1%), which was mostly driven by foreign-born 
men. The share of foreign-born workers employed in the mining sector dropped 
from 14.9% in 2001 to 3.6% in 2011, with a corresponding drop in the ratio between 
foreign- and South African-born workers from 4.7 to 1.2 (Box 5.1).
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Figure 5.2. Immigrant workers are most overrepresented in the construction, trade, 
hospitality and professional sectors

Ratio of foreign-born and South African-born sectoral employment shares, 2011
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Note: A ratio of one indicates that the number of foreign-born employed in a sector, expressed as a proportion of all 
foreign-born employed, is the same as the proportion of the native-born employed in this sector. Ratios exceeding one 
indicate “overrepresentation” of foreign-born workers in a sector.

Source: Calculations based on Statistics South Africa (2002; 2012). 

Box 5.1. Downscaling of immigrant employment in mining and continuing 
immigrant employment in agriculture

Data from work visas and the corporate sector (see also Chapter 2) confirm the 
substantial downscaling of mining as a sector of employment of migrant labour in 
South Africa. Massive retrenchments in the mid-1990s affected South African miners, 
particularly from the Eastern Cape, as well as migrant workers from neighbouring 
countries. With the rising gold prices of the early 2000s, there was renewed expansion 
of the industry, as well as new developments particularly in platinum. However, this 
time the priority was given to hiring South Africans for political as well as economic 
reasons. Attempts by the South African Government to entrench a policy of “South 
Africans first” in legislation and speech played a role, but also the dismantling of the 
regional hiring system and labour cost imperatives after the mid-1990s crisis.

At the economic side, mine managers and labour brokers have come to consider that 
hiring unemployed low- and semi-skilled South Africans in the immediate vicinity 
of mine sites may be more cost-effective than relying on regional supplies. This is a 
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Commercial farming has been the largest employer of seasonal labour. 
With the 2002 reform of the immigration legislation, the sector has retained 
privileged access to foreign labour through the same corporate permits as the 
mining sector. There are also several waivers in favour of commercial farming in 
the Immigration Act of 2002, which follows recommendations made in the 1999 
White Paper on International Migration. However, undocumented employment 
has remained dominant in agriculture. In a 2007 report, the Department of 
Labour noted that the primary employers were farmers in border areas with 
Lesotho, Mozambique and Zimbabwe, with the emergence of long-distance 

radical change from the views that dominated labour supply to the mines throughout 
the 20th century. The loss of jobs in mining, particularly in gold, has resulted in the 
strict preference for local labour.

Recruitment in mining remains mostly organised by the Employment Bureau of Africa 
(TEBA) in charge of the screening, recruitment and placement of foreign mine workers 
in South Africa since its creation in 1902. Today, TEBA relies on 400 permanent staff and  
150 temporary staff who operate out of the 68 TEBA offices in Botswana, Lesotho, 
Mozambique, South Africa and Swaziland and with an additional network of 25 offices 
that have been established on mine property. Beyond the initial labour procurement 
mandate and in line with the development of long-term career employment, TEBA 
has diversified its service offer towards cash transfers and post-employment services 
(pension and provident funds, collation and audit of documentation, electronic money 
transfer with uBank, and community development programmes). It thus relies on a 
1.3 million-worker database that it constantly seeks to update and has more recently 
created new services. One such service is the Labour Placement Service (LPS) developed 
to respond to the “greater emphasis [placed] on recruiting employees from settlements in 
urban areas”, that is South Africans or foreigners already in South Africa. Another service 
encourages skilled workers to apply for registration in a skills database of artisans.  
In 2012, it serviced about 312 000 workers, of which about 68 000 were foreign-born.  
As it processes all immigration permits on behalf of the mining conglomerates, TEBA 
remains the main interface between the mining sector and the Department of Home 
Affairs.

The migrant labour system in South African mines has relied on the compulsory 
deferred pay system for years. It was severely criticised by the group of experts 
who drafted the Green Paper on International Migration (Hough et al., 1997) but has 
survived unchanged for Lesotho and Mozambique. This system is critical in ensuring 
the circularity of workers, by binding their remuneration to their return and allowing 
the governments that send them to tax this inflow of foreign exchange.

Box 5.1. Downscaling of immigrant employment in mining and continuing 
immigrant employment in agriculture (cont.)
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migrant labour in the fruit and wine industry of the Western Cape (Department 
of Labour, 2007). Estimates ranged from 50 thousand to 80 thousand Mozambicans 
and from 7 thousand to 8 thousand Zimbabweans fluctuating on a seasonal 
basis (ibid.). Critical aspects in terms of duration and conditions of employment, 
reliance of the sector on foreign labour, impact on local workers’ wages, social 
rights, and benefits’ portability remain largely under-researched.

Recent research points to increased numbers of immigrant workers in 
domestic work (Jinnah and Kiwanuka, 2015; see also Figure  5.3). While the 
South African Domestic and Services Allied Workers Union (SADSAWU) has 
adopted a national strategy, protection remains limited in practice in a sector 
characterised by high levels of decent work deficits for all workers, and in 
particular immigrant workers.

Figure 5.3. Sectoral distributions have become more equal mostly due to changes 
in mining and domestic work

Index of dissimilarity and absolute value of the differences in sectoral employment of native- and 
foreign-born workers, 2001 and 2011

-0.15

-0.1

-0.05

0

0.05

0.1

0.15

0.2

2001 2011

Note: The column “Index” represents the index of dissimilarity for the years 2000 and 2010. The remaining columns 
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number of native-born workers across all sectors. The same calculation is performed for foreign-born workers to derive 
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Source: Calculations based on Statistics South Africa (2002; 2012). 

One way of summarising differences in sectoral distributions between 
South African-born and foreign-born workers is to calculate an index of 
dissimilarity (see Annex 3.A1 for methodological details). As the index decreased 
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from 0.18 in 2001 to 0.11 in 2011, sectoral distributions have become slightly 
more equal over the period on this measure. This equalisation was largely 
driven by the massive reduction of foreign-born employment in mining and 
a considerable increase of foreign-born employment in domestic work. The 
disproportionate growth of foreign-born workers in the construction and retail 
trade sectors over the period had the opposite effect (Figure 5.3).

Broad assessments of the contribution of migrant workers 
to economic growth

Information on the sectoral employment distributions of South African-born 
and foreign-born workers, together with average sectoral labour productivity 
calculated across all workers in each sector, can be used to assess the contribution 
of the two groups to economic growth. Taking this information into account, 
the contribution of the foreign-born population to GDP in 2012 (9.11%) was 
marginally lower than the commensurate share in employment (9.16%, see 
Figure 5.4). The reason is that foreign-born workers are more likely than native-
born workers to be active in sectors with lower productivity such as agriculture, 
construction and trade, and less likely to work in higher-productivity sectors 
such as manufacturing.

Figure 5.4. Immigrants’ contribution to growth is lower than would be expected from 
their employment share

Foreign-born employed (% of all employment) and foreign-born value added (% of GDP), 2011
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Source: Calculations based on Statistics South Africa (2002; 2012; 2015). 
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The assessment of the economic contribution of immigrant workers can 
also take into account additional information regarding the productivity of 
workers within sectors, based for example on proxies for productivity such as 
years of education. The average number of years of education of foreign-born 
workers (9.4) is above that of South African-born workers (7.9), but this varies 
by sector (Figure 5.5). While foreign-born workers have less years of education 
in sectors such as agriculture, construction, and manufacturing, foreign-born 
workers have more years of education in financial and real estate, general 
government service, and personal service activities. It would be reasonable to 
assume that these differences affect the productivity of each group of workers, 
and taking into account average years of education per group per sector results 
in a slightly lower contribution of foreign-born workers to GDP (8.9%), lower 
than the commensurate employment share. This reflects the fact that some 
of the better-educated foreign-born workers are employed in low-productivity 
sectors such as personal services.

Figure 5.5. Foreign-born workers are slightly better educated than native-born workers, 
but not in all sectors

Years of education of the foreign-born and South African-born employed by sector, 2011
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Immigrant workers are likely to raise income per capita

Another way to assess the impact of immigration on GDP is to decompose 
GDP per capita into two components: (1) the share of the employed in the total 
population; and (2) labour productivity (GDP per employed worker).1 The direct 
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effect of employing immigrants is an increase in the share of the employed 
in the total population. Firstly, as was noted in Chapter 3, this is because the 
employment-to-population ratio of the foreign-born population is higher than 
that of the native-born (60.8% versus 36.0% in 2011). Secondly, the share of the 
population that is of working-age is also higher for immigrants than for the 
native-born (91.7% versus 69.5% in 2011). Furthermore, as demonstrated in 
Chapter 4, immigration does not seem to reduce employment of native-born 
workers (at the national level). Taken together, this suggests that immigration 
would raise GDP per capita in South Africa, unless labour productivity decreased 
significantly.

To assess the second component, it is useful to consider the contributions 
from the capital-labour ratio, average human capital per worker and total 
factor productivity to the level of labour productivity.2 As was indicated in the 
previous section, average human capital per worker is higher for the foreign-
born employed. The effect of immigration on the capital-to-labour ratio is not 
known, but the literature suggests that, in for example Thailand, low-skilled 
immigration does not necessarily induce investment (Pholphirul, Kamlai and 
Rukumnuaykit, 2010). Finally, both high-skilled and low-skilled immigration 
may raise total factor productivity, for example due to efficiency gains through 
increased specialisation in the labour force. One form of specialisation is that 
high-skilled native-born workers spend more time on the job while domestic 
chores are carried out by immigrants (Hanson, 2012). The relatively high share 
of immigrant workers in domestic work points in this direction in South Africa 
(Figure 5.2).

Given the uncertainties with regard to the effect of immigrant labour 
on labour productivity, the overall effect of migrant labour on GDP per capita 
is not certain. Nevertheless, the large difference between the native- and 
foreign-born shares of the employed in the population makes a positive effect 
of immigration on GDP per capita likely. The next section presents the effect of 
immigration on GDP per capita based on estimated production functions and 
an econometric model.

Empirical assessments confirm the contribution of immigrant workers 
to economic growth

This section uses conventional production functions in combination with 
econometric models to demonstrate the contribution of immigrant work to 
economic growth. In comparison with the production function framework 
(as used in the previous section), using a model has the advantage of capturing 
interactions between key variables (i.e.  second order effects) of immigrant 
work on the South African economy. These include the macroeconomic effects 
of immigrant workers and their families, for example in terms of aggregate 
demand.



﻿﻿5.  Immigration and economic growth in South Africa

128 HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

Production functions have been estimated separately for each broad 
economic sector, while distinguishing between high-skilled workers on the 
one hand, and medium-skilled and low-skilled workers on the other.3,4 
Based on these functions, Figure 5.6 shows the economic contribution, or 
production, of the foreign-born employed separately for these two groups of 
workers. The results suggest that, in comparison with a situation in which no 
immigrant workers are employed, production increases considerably due to 
the additional immigrant workforce. Production attributed to the immigrant 
workforce expands over time, in accordance with the increasing numbers of 
immigrants, but also in line with the shift of workers to the relatively productive 
service sector (see Chapter 3). Due to the different methodology, the estimated 
contribution of immigrant workers in 2011 is higher than the estimate presented 
earlier (Figure 5.4), and suggests that the contribution of immigrant workers is 
above their share in employment.

Figure 5.6. Both high- and low-skilled foreign-born workers contribute to the economy
Increase of production which can be attributed to the employment of immigrant workers (%),  
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Note: Estimates are based on the assumption that employment of high-skilled workers is linked to capital, while in 
the case of medium-skilled and unskilled workers only labour is taken into account to calculate the contribution of 
immigrant workers. 

Source: Conningarth Economists (2017). 
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Modelling the contribution of immigrant workers to economic 
growth

The results of the production function approach (Figure 5.6) are used 
to simulate situations with and without foreign-born workers in the South 
African economy, and to compare these situations including second-order 
macroeconomic effects based on an econometric model. The South African 
Inforum Model (SAFRIM) is a macroeconomic, dynamic and multi-sectoral 
model that has been widely used in South Africa. The model is based on 
input-output relationships at the sectoral level, and details of the model are 
provided in Annex 5.A1.5 SAFRIM has been updated based on macroeconomic 
and input-output data up to 2015, but this section focuses on the three years 
for which data on immigrant workers are available: 2001, 2006 and 2011.

Apart from the numbers of high-skilled and of medium- and low-skilled 
foreign- and native-born workers, the model also takes into account the earnings 
of these groups of workers. For most sectors, foreign-born high-skilled workers 
have higher earnings than native-born workers, while the opposite pattern 
prevails for medium- and low-skilled workers. Overall, at the national level, 
foreign-born workers earn on average less than native-born workers, and this 
contributes to lower unit costs and improves South Africa’s competitive position. 
In turn, this improvement helps explain the relatively favourable impact of 
immigrant workers in South Africa.

On average, high-skilled foreign-born workers raise GDP by 2.8% (in 
comparison with a situation without foreign-born workers), and increase 
GDP per capita by 2.2% (Figure 5.7). In terms of employment, high-skilled 
foreign-born workers raise the number of employed people by 678  000 
(consisting of 462 000 additional native-born workers and 216 000 foreign-born 
workers). The effects on GDP and employment are greater in the case of 
medium-skilled and low-skilled workers, which is due to the greater number 
of workers in these categories. For example, in 2011 high-skilled foreign-born 
workers numbered 285 000, compared to 895 000 medium- and low-skilled 
workers. The effect of medium-skilled and low-skilled immigrant workers on 
income per capita amounts to 2.8%.

The positive impact of immigrant workers on employment is consistent 
with the findings reported in Chapter 4. Even though there is no measurable 
impact of the presence of foreign-born workers on native-born employment at 
the national level, the estimates in that chapter confirmed that new immigrants 
may have a positive effect on native-born employment levels.
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Figure 5.7. Both high- and low-skilled foreign-born workers tend to raise native-born 
income per capita

Model-based macroeconomic impact of foreign-born workers on GDP, GDP per capita and employment 
(percentage of production or employment without foreign-born workers)
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Source: Conningarth Economists (2017). 

Conclusions

The analysis in this chapter highlighted the significant contribution 
made by immigrants to economic growth in South Africa. Given the sectoral 
distribution, and taking differences in productivity into account, the current 
contribution of immigrant workers is estimated to range between 8.9% and 
9.1% of GDP. Yet, this is lower than their respective share in employment of 
9.2% in 2011, and demonstrates that foreign-born workers are more likely to 
be employed in relatively low-productivity sectors.

An empirical assessment of the impact of immigrant workers on income 
per capita cannot be undertaken with certainty. Nevertheless, certain labour 
market characteristics of the immigrant population, such as the high share 
of the population that is employed, suggest that the impact of immigrants on 
the South African economy is likely to be positive. An analysis based on the 
production function approach confirms the positive effect that an increasing 
immigrant labour force has on the economy. Based on this approach, the 
contribution of immigrant workers is estimated at 10.2%, while the SAFRIM 
model demonstrates that immigrant workers raise income per capita. These 
results are due to several factors and assumptions, including the higher share 
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of the employed in the foreign-born population, the lower average remuneration 
of foreign-born workers, differences in the sectoral distribution and differences 
in levels of education and skills of foreign-born workers in comparison with 
native-born workers. 

Notes
1.	 GDP per capita can be decomposed as follows:
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	 where POP is the population, WAPOP is the population of working age and EMP is 
employment.

2.	 On the basis of a standard Cobb-Douglas production function, labour productivity 
can be decomposed as follows (Aleksynska and Tritah, 2015; Jaumotte, Koloskova and 
Saxena, 2016):
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	 where HCt is human capital per worker, 
K

EMP
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t

 is the capital-to-labour ratio, At is total 

factor productivity and ∝ is the labour share in a period t.

3.	 In order to arrive at reasonable estimates of the Cobb-Douglas production function, 
broad sectoral functions had to be estimated for the primary, secondary and tertiary 
sectors, respectively (sectoral estimates were not feasible). Even then, some estimates 
were not fully satisfactory, but nevertheless appeared sufficiently reliable in the context 
of the current study (Conningarth Economists, 2017).

4.	 Levels of skills are defined in accordance to major occupational groups (see Chapter 3).

5.	 SAFRIM is based on the so-called Inforum model developed by the Inforum group of 
the University of Maryland; this group is a satellite of the international input-output 
association. Countries involved in this group include China, France, Germany, Japan, 
Russia, South Africa, the United States and others.
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ANNEX 5.A1

Methodological information

The South African Inforum Model (SAFRIM), which has been used in this 
chapter to assess the macroeconomic contribution of labour immigration, is 
multi-sectoral. It is based on the Inforum model developed by the University 
of Maryland (see www.inforum.umd.edu/) and has been adapted for South Africa 
by Conningarth Economists. This annex summarises the main relationships in 
the model, based on Conningarth Economists (2017).

SAFRIM depicts the behaviour of the economy in a dynamic sense, capturing 
the workings of major markets and their interrelations. An important feature 
of this model is its bottom-up approach in that macroeconomic aggregates are 
built up from detailed activities at an industry or product level rather than first 
being estimated at the macroeconomic level, and then simply “distributed” across 
economic sectors. It differs from many applied general equilibrium models in 
that it simulates the growth trajectory of an economy over time.

Figure 5.A1.1 graphically depicts the model, which consists of the production 
block, the price-income block and monetary variables, and the accountant. 
In the production block, final demand and intermediate demand add up to 
total demand, which forms the basis for production on a sectoral basis. The 
components of final demand are private consumption, government consumption, 
fixed investment, inventory change and foreign trade. Intermediate demand is 
calculated for each sector by making use of an input-output coefficient matrix.

Productivity and employment are endogenously determined in the 
production block. The number of workers is determined as the sectoral output 
divided by the labour productivity coefficient. The latter is a function of the 
capital stock, the business cycle and technology.

Private consumption expenditure is the largest single expenditure 
component of GDP, which depends on personal disposable income, interest rates, 
the business cycle and preferences. Personal disposable income is calculated by 
subtracting taxes on income and wealth from gross disposable income.

www.inforum.umd.edu/
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Consumption expenditure by general government includes the current 
expenditure on salaries and wages and on goods and other services of general 
government. General government includes central government, provincial 
governments, and local governments and is exogenous.

Gross fixed capital formation (i.e. gross domestic fixed investment) adds 
additional assets to the capital stock in the economy. This additional capital 
stock (after allowing for depreciation), plus increases in labour, serve as the main 
production factors that facilitate increased output. Gross fixed capital formation 
occurs when sectors make investment decisions regarding the acquisition of 
certain types of assets, e.g. residential buildings, non-residential buildings, civil 
structures, transport equipment, machinery and other equipment. It depends 
on interest rates, output per sector, the business cycle and depreciation. Gross 
fixed capital formation and the change in inventories add up to gross capital 
formation.

Figure 5.A1.1. Structure of the South African Inforum Model (SAFRIM)
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Exports are a function of world demand and international relative prices, 
while imports depend on international relative prices, intermediate output and 
final domestic demand.

Activity in each sector is linked to primary cost elements, namely 
remuneration of labour, gross operating surplus and net indirect taxes paid by 
the sector. These costs add up to gross value added at factor cost at the national 
level. Adding production taxes and subtracting production subsidies from the 
aggregate results in gross value added at basic prices.

Price levels and inflation are determined in the price-income block. The 
cost-price relationship within each industry is based on the technical structure 
(i.e.  input-output relationships), together with the cost elements listed in 
Figure 5.A1.1 (i.e. remuneration of labour and capital, and taxes). Finally, the 
accountant of the model compiles the national accounts based on sectoral 
data, and conversely connects macroeconomic variables with sectoral outputs.
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Chapter 6

Immigrants’ contribution to public 
finance in South Africa

This chapter analyses the impacts of immigration on public finances in South 
Africa for the years 2001 and 2011. The chapter first presents the structure of the 
government budget, followed by the estimation of the share of taxes and revenues 
attributable to foreign- and native-born individuals. To conclude, it presents 
estimates of the net fiscal impact of immigration of the average immigrant and 
native-born person.
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Fiscal impact is often discussed in the context of assessments of the costs and 
benefits of migration. For example, immigration may be thought to generate 
high costs for the public sector without creating similar tax revenues. In OECD 
countries, it has been found that the direct fiscal impact of immigration is often 
limited (OECD, 2013), but such research is not available in developing countries. 
This chapter seeks to provide evidence on this question by comparing the net 
fiscal contribution of the average foreign-born and native-born individual in South 
Africa. The methodology used here follows the one developed by Dustmann and 
Frattini (2014) in their analysis of the direct fiscal impact of immigration in the 
United Kingdom. In particular, the contributions of immigrant and native-born 
populations to the different expenditure and revenue elements are estimated, as 
described in the individual sections, and then added up.

The chapter starts with a brief overview of fiscal revenues and expenditures 
in South Africa. Then, the share of taxes paid and benefits received by 
immigrants are estimated. Based on these estimates, the final section presents 
the estimated net fiscal contributions of foreign- and native-born individuals. It 
is found that in both 2001 and 2011, the impact of immigrants on public finance 
is positive. The net contribution of immigrants also exceeds that of native-born 
individuals in both years, although the difference was much smaller in 2011 
than in 2001.

The estimates presented in this chapter are based on a number of 
assumptions. Therefore, results should be interpreted with care. Attention 
should focus on the direction of the estimates, rather than on specific numbers.

Fiscal revenues and expenditures in South Africa

Tax revenue in South Africa consists of taxes on income and profits; 
payroll and workforce taxes; taxes on property; domestic taxes on goods and 
services; and taxes on international trade and transactions. Budget reviews 
prepared by the South African National Treasury show that in both 2001 and 
2011, total tax revenue amounted to close to 25% of gross domestic product 
(GDP) (Republic of South Africa, 2004 and 2013). This is considerably below the 
average for OECD countries of around 34%, but above the ratio of tax to GDP in 
most countries for which comparable data are available in Africa (OECD/ATAF/
AUC, 2016). Personal income tax, corporate income tax and value added tax 
accounted for around three-quarters of total tax revenue in 2001 and almost 
79% in 2011 (Table 6.1A).
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The main elements of government expenditure include education, general 
public service, social protection, health, economic affairs, local government and 
public order (Table 6.1B). As expenditure exceeds revenue in 2011, it is likely that the 
net per capita fiscal contribution is negative in this year for native-born people. The 
same need not be true for immigrants, given the relatively small size of this group.

Table 6.1. Over a ten year period, total government expenditures increased 
more than total tax revenue

Tax revenue and expenditures, 2001 and 2011

A. Revenue

2001 2011

Total tax revenue (million ZAR) 260 070 754 598

Personal income tax (%) 34.8 33.2

Corporate income tax (%) 16.3 20.1

Value added tax (%) 23.5 25.3

Other taxes (%) 22.5 19.8

Social security (%) 3.0 1.6

All (%) 100.0 100.0
 

B. Expenditure

2001 2011

Total government expenditure (million ZAR) 224 849 954 191

Economic affairs and agriculture (%) 13.5 12.3

General public service (%) 7.9 15.2

Defence (%) 7.8 3.6

Public order (%) 13.2 9.4

Economic services and environmental protection (%) 0.6

Local government, housing and community amenities (%) 4.5 10.7

Health (%) 13.9 12.3

Recreation and culture (%) 0.8

Education (%) 24.7 20.2

Social security (%) 14.5 14.8

All (%) 100.0 100.0

Source: Calculations based on Republic of South Africa (2004 and 2013). 

Revenue estimates of native-born individuals and immigrants

Tax payments of foreign- and native-born individuals are estimated based 
on the 2001 and 2011 population censuses (Statistics South Africa, 2002 and 
2012). Accordingly, South Africa had 44.8 million inhabitants in 2001, and just 
above 1 million individuals were born outside the country (2.3%). By 2011, the 
population had increased to 51.7  million,1 and the number of foreign-born 
people had risen to 2.2 million (4.3%). Based on their reported income 
information in the population censuses, individuals’ income tax payments 
were estimated taking into consideration the basic tax rules on income tax 
thresholds and rates (see Annex 6.A1, Tables 6.A1.1 and 6.A1.2), as well as social 



﻿﻿6.  Immigrants’ contribution to public finance in South Africa

140 HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

security contributions. Subsequently, the estimated total income tax revenue 
for 2001 was 101 billion South African rand (ZAR), which is considerably higher 
than the National Treasury outcome of ZAR 90 billion. This may well be partly 
explained by the fact that census data do not include individual incomes, but 
rather show in which bracket each individual’s income lies.

Immigrants appear to pay relatively more income tax

Table  6.2 shows the results on the relative contribution of groups of 
people classified by country or region of birth in 2001, as well as their 
relative contributions based on the total as reported by the National Treasury. 
Native-born South Africans constitute 93% of the taxable population, but 
contribute less than 87% of total income tax. All groups of foreign-born people 
pay relatively more, and the per capita estimates demonstrate that immigrants 
born in South Africa and in the Southern African Development Community 
(SADC) have the lowest individual contributions, followed by the Asian-born, 
non-SADC African-born, European-born and others, respectively.

Table 6.2. The income tax payment share of foreign-born individuals 
exceed their population share

Estimates of income tax for the native-born and immigrants, 2001

Region of birth
Amount 

(million ZAR)
Amount (%)

Share of reported 
Treasury outcome 

(million ZAR)
Population size (%)

South Africa 87 900 86.7 78 347 93.0

SADC 4 160 4.1 3 708 3.3

Rest of Africa 651 0.6 580 0.3

Europe 7 060 7.0 6 293 2.8

Asia 621 0.6 554 0.4

Other 1 020 1.0 909 0.3

Total estimates 101 412 100.0 90 390 100.0

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2004). 

Using a similar estimation procedure for 2011, Table 6.3 shows that the 
estimate for 2001, ZAR  200  billion, is considerably lower than the National 
Treasury outcome of ZAR  250  billion. This underestimate may again be 
explained at least in part by the margin of error in the census data. Results 
in Table 6.3 demonstrate that, in comparison with 2001, the contributions of 
most groups have converged with their shares in the population. In particular, 
the contribution of the South African-born population has become closer to 
its population share, although the contributions of the other groups have 
remained relatively high. In absolute terms, the contribution of SADC-born 
people overtook the contribution of the European-born, but the latter group’s 
per capita contribution was larger. It is noteworthy that the relatively low 
contribution of the native-born to income tax is also evident from other datasets 



﻿﻿6.  Immigrants’ contribution to public finance in South Africa

141HOW IMMIGRANTS CONTRIBUTE TO SOUTH AFRICA’S ECONOMY © OECD/ILO 2018

such as the 2010/11 National Income Dynamics Study. This study was not used 
in the analysis of income tax in this chapter because of the low proportion of 
respondents who reported their countries of birth.

Table 6.3. All foreign-born contributions to income tax rose,  
except those of European origin

Estimates of income tax for the native-born and immigrants, 2011

Region of birth
Amount 

(million SAR)
Percent

Share of reported 
Treasury Outcome 

(million SAR)
Population size (%)

South Africa 179 000 89.5 224 074 92.6

SADC 8 410 4.2 10 528 3.4

Rest of Africa 1 600 0.8 2 003 0.7

Europe 7 250 3.6 9 076 2.1

Asia 1 650 0.8 2 065 0.6

Other 2 120 1.1 2 654 0.6

Total estimates 200 030 100.0 250 400 100.0

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2013). 

Although the population census contains information on incomes, there 
is no detail on social security contributions. Workers and employers in South 
Africa contribute to various forms of social protection such as pension, health 
insurance and unemployment insurance, but the information needed to allocate 
contributions to the native-born or foreign-born is not available. The social 
security revenues reported for 2001 (ZAR 7.8 billion) and 2011 (ZAR 11.9 billion) 
are therefore allocated to the two groups on the basis of their shares in the 
population. However, this method of estimation has its limitations as it 
assumes that native- and foreign-born individuals have equal access to these 
programmes, which in reality may not be the case.

Information is also lacking on several other taxes on income, profits 
and property that would allow for a meaningful division of contributions 
between native- and foreign-born individuals, so contributions have again 
been calculated on the basis of population shares. Both income tax and other 
contributions to government revenue are summarised on a per capita basis in 
Table 6.8 in the last section of this chapter.

The pattern of value added payments is similar to income tax 
payments

A three-step procedure was implemented to estimate immigrant and 
native-born individuals’ contributions to value added tax (VAT) receipts. This 
procedure is prompted by the fact that population census data do not contain 
information on household expenditure which can be utilised to estimate VAT 
payments. Therefore, census data are combined with Income and Expenditure 
Survey (IES) data for a given year, and consumption expenditure is imputed 
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following Elbers, Lanjouw and Lanjouw (2003) and Alderman et al. (2003). In the 
first step, the procedure estimates a household consumption function based on IES 
data for each province but only using variables that are available in both IES and 
population census data. Remittances are crudely taken into account by dividing 
the value of total remittances in 2001 and 2011 proportionately across immigrants. 
In the second step, the procedure predicts total household consumption using 
the estimated coefficients from the first step and household characteristics from 
the population census data. In the third step, the procedure computes household 
VAT payments as 14% of household consumption expenditure.

The estimates shown in Table 6.4 suggest that in 2001 native-born 
individuals contributed 89.1% of VAT receipts in South Africa. For immigrants we 
distinguish between pure and mixed households, where the former are defined 
as households in which both spouses are born outside South Africa while mixed 
households are defined as those in which one spouse is born abroad and one in 
South Africa. The results indicate that European-born immigrants contributed 
5.5% of VAT in 2001 and SADC-born immigrants contributed 4.0%, while other 
groups had lower contributions. Similar to the pattern with regard to personal 
income tax, the contribution of European-born immigrants declined over time, 
while the native-born contribution increased by 2.7 percentage points in 2011, 
with smaller increases for most other groups. At least part of these shifts is due 
to the composition of immigration flows, which witnessed a slight increase in 
immigration from SADC and a corresponding decrease from Europe.

Table 6.4. Contribution to value added tax rose for all foreign-born individuals  
with the exception of European-born individuals

Estimates of value added tax for the native-born and immigrants, 2001 and 2011

Total VAT
Native-born households 

(million ZAR)
Immigrant households 

(million ZAR)
Mixed households  

(million ZAR)
All households  
(million ZAR)

Contribution (%)

2001

All 41 548 2 424 2 676 46 648

South Africa 41 548 41 548 89.07

SADC 652 1 230 1 882 4.04

Rest of Africa 153 32 185 0.40

Europe 1 246 1 302 2 548 5.46

Asia 186 33 219 0.47

Other 187 78 265 0.57

2011

All 124 160 9 705 1 367 135 232

South Africa 124 160 124 160 91.81

SADC 4 659 966 5 625 4.16

Rest of Africa 813 64 877 0.65

Europe 3 390 249 3 639 2.69

Asia 688 66 754 0.56

Other 156 22 178 0.13

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2004 and 2013). 
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Other taxes on goods and services, taxes on international trade  
and miscellaneous taxes

Apart from VAT, there are other taxes on goods and services, international 
trade and miscellaneous taxes. As there is no information that would allow an 
allocation of these taxes between native- and foreign-born individuals, these 
taxes are allocated on the basis of population shares. Results are summarised 
in Table 6.8.

Expenditure estimates of native-born individuals and immigrants

In assessing the impact of immigration on public finance, it is useful to 
make a distinction between pure and congestible goods. Pure public goods do 
not decline in availability or quality no matter how many people benefit from 
them. In economic terms, they are non-rivalrous, while congestible goods 
are rivalrous. Therefore, they can be provided in the same amount and at the 
same cost regardless of the number of immigrants. Identifying such goods is 
not always straightforward, since certain apparently pure public goods may 
in fact be extended when the population grows. For example, while the public 
administration is classified as a pure public good, it may be expanded for a 
larger population.

Two calculations are applied to pure public goods. According to the first 
calculation, expenditures on public goods are equally allocated to native- 
and foreign-born individuals; this is the average cost scenario. The second 
calculation uses the marginal cost scenario: expenditures are solely allocated to 
native-born individuals under the assumption that the total expenditures would 
have been the same if foreign-born individuals had not arrived. The results of 
these scenarios are shown in Table 6.5 for 2001 and 2011, and broken down 
into three main categories of expenditure: economic affairs and agriculture, 
general public services, and defence. These expenditures according to both the 
average cost and marginal cost scenarios are summarised on a per capita basis 
in Table 6.9 in the last section of this chapter.

Congestible goods; health expenditure

Given that congestible public goods are rivalrous in consumption, their 
provision cost increases with the number of immigrants. Hence costs are 
distributed among all South African inhabitants (native-born plus foreign-born) 
in line with their shares in the population. Table 6.6 shows the main categories 
and sub-categories of congestible public goods in South Africa for the years 2001 
and 2011, by place of birth. The per capita costs of these goods are summarised 
in Table 6.9. Similarly, expenditure on health services, which amounted to 
ZAR 31.3 billion in 2001 and ZAR 117.5 billion in 2011, are apportioned to the 
foreign-born and the native-born on the basis of their shares in the population, 
and per capita expenditures are summarised in Table 6.9.
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Table 6.5. The expenditure on public goods only marginally changes  
between the two scenarios

Expenditure on public goods, average and marginal costs, 2001 and 2011

A. Marginal cost scenario (ZAR)

2001 2011

Cost per  
native-born

Cost per  
foreign-born

Cost per  
native-born

Cost per  
foreign-born

Economic affairs and agriculture 692 0 2 407 0

General public services 404 0 2 972 0

Defence 400 0 706 0 
B. Average cost scenario (ZAR)

2001 2011

Cost per capita  
(native- and foreign-born)

Cost per capita 
 (native- and foreign-born)

Economic affairs and agriculture 678 2 309

General public services 396 2 851

Defence 393 677

Source: Calculations based on Republic of South Africa (2004 and 2013). 

Table 6.6. Expenditure on local government, housing and community amenities 
increased in importance from 2001/02 to 2011/12

Expenditure on congestible public goods (ZAR million), 2001 and 2011

Expenditure category 2001/02 2011/12

Public order: 29 685 89 900

1. Police services 18 526 60 215

2. Law courts 4 270 13 722

3. Prisons 6 888 15 759

4. Other public order not elsewhere classified 204

Economic services and environmental protection  5 996

Local government, housing and community amenities 10 012 102 280

1. Housing development 4 234 24 699

2. Local government and community development 5 778 52 868

3. Water supply 24 364

4. Housing and amenities, not elsewhere classified 346

5. Research and development and housing and community amenities 3

Total 39 697 198 176

Source: Calculations based on Republic of South Africa (2004 and 2013). 

Education expenditure

Expenditure on education, which amounted to ZAR 53.5 billion in 2001 and 
ZAR 192.9 billion in 2011, was distributed between the foreign-born and the 
native-born on the basis of their shares at each level of education (Table 6.7). 
Subsequently, expenditure on education was aggregated across levels of 
education for the native-born and the foreign-born population, respectively, 
and thereafter calculated on a per capita basis.
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Table 6.7. Of tertiary educated individuals in 2011, one in every twelve  
was born abroad

Shares of the native-born and foreign-born populations by levels of education, 2001 and 2011

2001 2011

Native-born Foreign-born Total Native-born Foreign-born Total

Pre-primary .. .. .. 99.37 0.63 100.00

Primary 99.58 0.42 100.00 99.21 0.79 100.00

Secondary 99.15 0.85 100.00 98.74 1.26 100.00

Post-secondary non-tertiary 96.11 3.89 100.00 96.34 3.66 100.00

Tertiary 90.61 9.39 100.00 92.41 7.59 100.00

Total 99.34 0.66 100.00 98.84 1.16 100.00

Source: Calculations based on Statistics South Africa (2002 and 2012). 

Despite the fact that the foreign-born are overrepresented at the tertiary 
level of education, and expenditure at this level is relatively high, per capita 
expenditure on education of the foreign-born is lower than that of the 
native-born. This is due to the low shares of the foreign-born in other levels of 
education. Overall, per capita expenditure on education amounted to ZAR 3 888 
for the native-born in 2011, and the per capita amount was ZAR 1 647 for the 
foreign-born (Table 6.9).

Net fiscal impact of immigrants and native-born individuals

Immigrants pay more in taxes than the native-born, which is due to the 
higher contributions of the foreign-born to income tax and value added tax 
(Table 6.8). For example, in 2011, native- and foreign-born people paid ZAR 4 599  
and ZAR 12 445 in income tax, respectively, and ZAR 3 560 and ZAR 7 618 in 
value added tax, respectively.

Table 6.8. While the estimated revenue per-capita increased for both native-  
and foreign-born individuals, the latter still contribute 83% more to the public coffer

Estimated revenue per capita, 2001 and 2011

  2001 2011

  Native-born Foreign-born Native-born Foreign-born

Income tax 1 791 11 736 4 599 12 445

Corporate tax 946 946 2 982 2 982

Other taxes on income and profits 325 325 483 483

Skill development levy 61 61 200 200

Tax on property 103 103 154 154

Value added tax 1 226 6 426 3 560 7 618

Other taxes on goods and services 577 577 1 434 1 434

Taxes on international trade 194 194 671 671

Other 46 46 0 0

Social security contributions 174 174 234 234

Total 5 443 20 588 14 317 26 221

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2004 and 2013). 
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Based on the average cost scenario, the per-capita costs generated by 
the foreign-born are estimated to be just below those of the native-born. 
The former stood at ZAR 4 785 and ZAR 16 472 in 2001 and 2011, respectively  
(Table 6.9), compared with ZAR 4 981 and ZAR 18 713 for the native-born. Under 
the marginal cost scenario, the cost of pure public goods are allocated to the 
native-born only, and the per capita cost for the native-born are ZAR 5 010 and 
for immigrants ZAR 3 318 in 2001. Similarly, under the marginal cost scenario 
per capita costs are considerably lower for the foreign-born in 2011.

Table 6.9. Public expenditure is higher for native-born individuals in both 2001  
and 2011, irrespective of the cost scenario used

Estimated public expenditure per capita, 2001 and 2011

Average cost scenario Marginal cost scenario

  2001 2011 2001 2011

  Native-born Foreign-born Native-born Foreign-born Native-born Foreign-born Native-born Foreign-born

Pure public goods 1 467 1 467 5 837 5 837 1 496 0 6 085 0

Congestible public 
goods

887 887 3 898 3 898 887 887 3 898 3 898

Education 1 199 1 003 3 888 1 647 1 199 1 003 3 888 1 647

Health 699 699 2 312 2 312 699 699 2 312 2 312

Social security 
payments

729 729 2 778 2 778 729 729 2 778 2 778

Total 4 981 4 785 18 713 16 472 5 010 3 318 18 961 10 635

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2004 and 2013). 

Table 6.10 shows the net fiscal contributions for both foreign-born and 
native-born individuals in 2001 and 2011. Using the average cost scenario, 
the net fiscal contribution of native-born individuals in 2001, at ZAR 462, was 
much lower than that of immigrants, which stood at ZAR 15 803. The positive 
net fiscal contributions for both native-born individuals and immigrants 
were in line with the 2001 budget surplus. In 2011 the net fiscal contribution 
of the native-born was negative while that of immigrants was positive, and 
similar results were obtained based on the marginal cost scenario. According 
to both scenarios the fiscal contribution of the foreign-born was much higher 
than that of the native-born, in both years of analysis, although the positions 
converged over time.

One likely reason for the large difference in net fiscal contributions is 
related to the high levels of inequality in South Africa, which result in the 
concentration of incomes among few individuals. Another reason is that 
immigrants from Europe seem to be paying a significant amount of revenue 
compared to native-born individuals and to immigrants from other parts of 
the world.
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Table 6.10. The net fiscal contribution of foreign-born individuals is more positive  
than that of native-born individuals

Estimated net fiscal contribution of foreign- and native-born individuals, 2001 and 2011

A. Average cost scenario

2001 2011

  Native-born Foreign-born Native-born Foreign-born

Per-capita public expenditures 4 981 4 785 18 713 16 472

Per-capita public revenues 5 443 20 588 14 317 26 221

Per-capita net fiscal contribution 462 15 803 -4 396 9 749

Per-capita net fiscal contribution 
% per capita GDP

2 68 -8 17
 

B. Marginal cost scenario

2001 2011

  Native-born Foreign-born Native-born Foreign-born

Per-capita public expenditures 5 010 3 318 18 961 10 635

Per-capita public revenues 5 443 20 588 14 317 26 221

Per-capita net fiscal contribution 433 17 270 -4 644 15 586

Per-capita net fiscal contribution 
% per capita GDP

2 75 -8 27

Source: Calculations based on Statistics South Africa (2002 and 2012), and Republic of South Africa (2004 and 2013). 

Conclusions

This chapter illustrated that foreign-born individuals can positively affect 
the fiscal balance of a developing economy. For both 2001 and 2011, foreign-born 
workers contributed more than they received under the two alternative 
scenarios. Their per-capita net fiscal contribution amounted to 68% in 2001 
and 17% in 2011 in the average cost scenario, and 75% and 27% in the marginal 
cost scenario for the respective years. In comparison, revenue collection from 
the native-born population covered slightly more than the value of public 
expenditure in 2001. This drastically changed in 2011 when the per-capita net 
fiscal contribution as a percentage of GDP amounted to -8% for native-born 
individuals. This is largely in line with the overall fiscal balance of South Africa 
in 2011, which was estimated to be -5.3% (Republic of South Africa, 2011).

To cover core expenditures and reduce the overall fiscal deficit, South 
Africa is currently borrowing money, reallocating expenditures, improving the 
efficiency of expenditures, as well as introducing tax policy measures with 
the aim of increasing revenue (Republic of South Africa, 2017). In addition, the 
policy recommendations outlined by the new White Paper on International 
Migration (DHA, 2017), which include the provision of legal migration pathways, 
better integration as well as the retention of highly-skilled migrant workers  
(see Chapter 2), will most likely positively affect the contributions made by both 
the native- and foreign-born populations.
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South Africa could maximise the fiscal contribution of foreign-born 
individuals by creating more opportunities in formal employment and by 
strengthening tax and contribution payments received from the informal sector 
(OECD, 2016). A possible increase in income or value added taxation could affect 
the contribution of immigrants to public finance as these are the two largest 
revenue components when considering immigrants’ total per-capita revenue 
contribution.

Notes
1.	 Calculations throughout the chapter are based on a total population of 50.8 million as 

roughly 900 000 individuals did not state their nativity status in the 2011 Population 
and Housing Census.
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ANNEX 6.A1

Additional tables

Table 6.A1.1. Personal income tax rate and brackets, 2001/12

Taxable income (ZAR) Tax rate (ZAR)

0-38 000 18% of each 1.0

38 001-55 000 6 480 + 26% of the amount above 38 000

55 001-80 000 11 260 + 32% of the amount above 55 000

80 001-100 000 19 260 + 37% of the amount above 80 000

100 001-215 000 26 660 + 40% of the amount above 100 000

215 001 and above 72 660 + 42% of the amount above 215 000

Rebates (ZAR)

Primary 4 140

Secondary 3 000

Tax threshold (ZAR)

Below age 65 23 000

Age 65 and older 39 154

Source: Republic of South Africa (2000). 

Table 6.A1.2. Personal income tax rate and brackets, 2011/12

Taxable income (ZAR) Tax rate (ZAR)

0-150 000 18% of each 1.0

150 001-235 000 27 000 + 25% of the amount above 150 000

235 001-325 000 48 250 + 30% of the amount above 235 000

325 001-445 000 75 250 + 35% of the amount above 325 000

445 001-580 000 120 750 + 38% of the amount above 455 000

580 001 and above 168 250 + 40% of the amount above 580 000

Rebates (ZAR)

Primary 10 755

Secondary 6 012

Tertiary 2 000

Tax threshold (ZAR)

Below age 65 59 750

Age 65 - 74 93 150

Ages 75 and over 104 261

Source: Republic of South Africa (2012). 
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