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Introduction

Improving the rate at which new job opportunities are created is a
central economic challenge facing South African policy makers.

Unemployment rate is persistently high at 27.7% in Q1, 2017
(Statistics South Africa 2017).

The labour market dominate household income distribution in South
Africa (Leibbrandt et al. 2010).

Share of income around 70%
Contribution to inequality around 85%

Supply side factors: poor education, skills shortage, regulatory
impedements and wage bargaining councils (Bhorat et al. 2009 and
Leibbrandt et al. 2010).

Demand side factors: international trade and technological progress
(Bhorat et al. 2014; Rodrik 2006 and Tregenna 2009).
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Motivation

Role of trade and trade policy as well as its potential gender-biased
effect on local labour markets in South Africa has not been fully
explored.

Expected impact of trade is not uniform across regions given different
endowments, proximity to borders and initial industrial structure.

The local labour market effects of trade have become of increasing
interest in the international empirical literature (Autor et al. 2013 and
Gaddis & Pieters 2014).

Few studies have been done on emerging economies while there are
none in South Africa.

This study analyses the effect of trade on local labour markets using
South Africa as a case study.

An analysis at a disaggregated level is crucial for South Africa given
the fact that there is huge spatial inequality.

Refilwe Lepelle Trade and Local Labour Markets in SA III Conference 14 June 2017 3 / 11



Research Question

What are the effects of international trade on the local labour
maket in South Africa in the post-apartheid period?

1 What are the trade effects on local labour market outcomes in South
Africa?

Employment rate
Percentage of unemployed
Labour force participation rate

2 Do international trade effects on the local labour market vary by
gender and skill levels?

Refilwe Lepelle Trade and Local Labour Markets in SA III Conference 14 June 2017 4 / 11



Data

Two data sources:

1 Tariff and effective rate of protection data from 1988 to 2014
obtained from Edwards (2015).

2 1996, 2001 and 2011 Population Census data.

Provides data on employment status, industry, gender and education
level (proxy for skill level).
Unit of analyis: 234 municipalities.
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Empirical Approach

First we construct the municipality trade protection measure,
weighting tariff rates by initial employment shares:

TPmt =
i∑

i=1

Empim,initial

Empm,initial
∗ Trit (1)

Second we use the panel estimation approach.

ymt = α + β1lnTPmt + β2

(
X

′
m,initial ∗ post1996t

)
+ δm + γt + εmt (2)
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Results: Employment, Unemployment & Labour Force
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Results by Gender
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Results by Skill
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Concluding Remarks

Trade reform has a negative effect on employment and labour force
participation.

Trade reform seems to have stronger negative effect on male
employment.

Contributing to narrowing gender gap.

Trade effects fall disproportionately on the unskilled population,
widening inequality.
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Thank You
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