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Abstract

This paper examines how immigration affects native wagesxdmjoiting an unexpected episode of
immigrant influx. The episode happened in Hong Kong, whegadtgernment unexpectedly relaxed the
restriction on immigration from mainland China in 1993,uiéiag in a seven-fold increase in the net
inflow of Chinese immigrants between 1992 and 1993. We udatianr in the employment share of
immigrants across occupations for identification. To tackhdogeneity between wages and immigrant
inflows across occupations, we ugélchs (1999 congruence indices, which capture the degree of
substitutability between workers from different skill gis, to construct instruments for the prevalence
of Chinese immigrants in an occupation. Using micro-lewahd our two-stage-least-squares estimates
show that a 1 percentage point increase in the ratio of newe&shiimmigrants to natives decreases
native monthly real wages in the same occupation by 2.8-&@amts (controlling for immigrant shocks
in similar occupations). Within an occupation, female araterskilled native workers experience more
adverse wage impact, reflecting a high switching cost agtativith occupation-specific human capital.
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1 Introduction

Whether immigrant inflows adversely affect native labor keédputcomes remains a controversial issue for
both academics and policy makers. This paper provides alrieai@nalysis of a small open economy,
Hong Kong, in hopes of advancing our understanding of theeis&/nder the "one country, two systems"
arrangement, the Hong Kong’s immigration laws stipulai@ tinainland Chinese cannot reside in Hong
Kong unless they obtain a "one-way" permit issued by the Héoigg government. To accelerate social
integration between Hong Kong and mainland China in ardattm of the sovereignty transfer, the Hong
Kong government unexpectedly relaxed the restrictionsnomigration in 1993. As a result, the annual
Chinese immigrant inflow increased seven-fold from 7,506%®00 between 1992 and 1993. This sub-
stantial rise in Chinese immigrants in Hong Kong provideinéeresting case for studying the wage impact
of immigration. By exploring variation in the employmentsé of Chinese immigrants across occupations,
we examine whether and to what degree this wave of immigratifects native wages.

There is a huge literature that studies the impact of immigiaflows on the host countries’ labor
market outcomes. The literature generally takes two diffepaths. One strand of the literature focuses on
the variation of immigrant presence across geographicsgtha "area studies™A(tonji and Card 1991;
Goldin, 1994 LalLonde and Topell991 Pischke and Vellingl997), while the other focuses on inequality
across skill groups (the "skill-group studiesBqfjas et al, 1992 1996 1997 Jaeger1996 Borjas 2003.
The first strand generally finds either no or negligible niegatffects of immigration on native wages and
employment within the same region. The core assumptionisfliterature is that the outflow of native
workers from regions affected by immigration or factor priqualization through goods trade is assumed
to be insufficient to "undo” the labor supply shock, at leadhie short run. This assumption is supported
by some recent studies that find little evidence of the difsgteffects due to out-migration of natives
(Card and DiNardp200Q Peri and Sparbef008).

To circumvent the attenuation problem due to native outratign, the second strand of the literature
examines the impact of immigrant inflows on native labor reaidutcomes across skill groups, which
have been classified according to workers’ education andrixqqe levelsBorjas et al, 1992 1996 1997,
Jaeger 1996 Borjas 2003 or occupations Kriedberg 200% Card 2001). Based on imperfect substi-
tutability and limited "arbitrage" of wages between woskénom different skill groups, these studies find

more sizable employment and wage effects of immigrationatives. The "occupation studies" approach



(Brown et al, 198Q Friedberg 2001, Card 2001 Liu et al, 2004), in particular, considers an occupation
as a single labor market, and investigates the impact of gration on native labor market outcomes in
the same occupation. This approach assumes that occupgggiiic skills are associated with significant
adjustment costs for workers moving between occupatiosghése costs limit cross-occupation labor mo-
bility in the short run, the labor supply for an occupatiotikely to increase with the inflow of immigrants.
This view receives support from recent findingskiambourov and Manovsk{ji2008agb, 2009, who show
that occupation-specific skills are more important than-fpacific or sector-specific skills in determining
wages.

This paper adopts the "occupation studies" approach. Usinm-level data from three censuses, we
examine whether a labor supply shock arising from the suddknx of mainland Chinese immigrants since
the change in the immigration law in 1993 affects native wsagehe same occupation in Hong Kong over
1991-2001. We focus on the occupation dimension in our stog@ged on an assumption that occupation-
specific human capital raises the adjustment cost for natr&ers who move to another occupation.

There are several advantages of using data from Hong Korngdy the wage impact of immigration.
The first is related to the small size of Hong Kong. Hong Kong small economy, with limited outflow
of native workers to other economies. Despite the largemelof capital and goods flows between Hong
Kong and mainland China, their labor markets are far fromgrated. Administrative hurdles abound; many
Hong Kong professionals cannot work in the mainland bectheie professional qualification is not being
recognized. Moreover, Hong Kong locals are reluctant td lfmo jobs in the mainland, especially in the
1990s, when the wage differential between the two placesemasmous. In fact, the wage differential
back then was so large that it effectively deprived Hong Koatives of the option to supply their labor in
another city. These factors resolve the problem of endageoatflows of native workers from the local
labor market.

The second advantage has to do with the unique feature ofrthregration policy change that took
place in Hong Kong in 1993. The policy change aimed mainlydagilifate social integration between
mainland China and Hong Kong in preparation for the sovetgigand-over from the British to the Chinese
government in July 1997. The design of the policy was drivgrihie city’s social and political needs,
rather than by its economic situations. Attracting taléstsot the objective of this policy change. For this
reason, the distribution of the Chinese immigrants who \aéfe to come after the policy change should be

orthogonal to the prevailing skill distribution of Hong Kgn



Third, the large immigrant inflow gave rise to a pronouncedat@n of immigrant shares across occu-
pations for identification.

Fourth, the city had a long history of immigration even ptiothe drastic policy change. This creates
a heterogeneous pool of "natives" characterized by diftdengths of residence in the city, which in turn
allows us to gauge the effects of immigration on differerative” groups due to assimilation.

The last advantage is about the unique demographic steusfuhe immigrants. Females accounted for
about 70% of Chinese immigrants who migrated to Hong Kongesit®93. The reason is that the majority
of the mainland Chinese who were permitted to migrate to Hémg were for family reunion. This group
of potential migrants was composed mainly of wives of Hongnglaitizens, who frequently commuted to
mainland China for work. This gender-biased immigratioisege is a unique case for studying the impact
of immigration on gender inequality.

Despite the exogenous change in the immigration policy,igremts’ selection of occupations is another
source of endogeneity. To tackle potential endogeneitwdet the presence of Chinese immigrants and
wages across occupations, we use the congruence indexspbpyWelch (1999, which captures the
degree of substitutability between a pair of workers frofffedent skill groups, to construct an instrument
for the labor share of Chinese immigrants in an occupatiqgreciically, we use a full set of congruence
indices for any skill pair within an occupation to gauge ttellhood of immigrants being hired into the
occupation. The validity of the instrument is grounded andhidence of imperfect substitutability between
broadly-defined skill groups, as emphasized Bgr(as et al, 1992 Borjas 1994 Borjas et al. 1996 1997,
Jaeger1994 Borjas 2003. Since an immigrant's education, experience, and gendee wredetermined
before her entry into Hong Kong, the likelihood index of tlepresentative immigrant from a skill group
serves as a valid instrument for the fraction of immigrantan occupation.

In our baseline analysis, we focus on the short-run effetteaent immigrants, who came to Hong
Kong in the past five years. We find a strongly negative impaichmigrants on native wages. In particular,
our two-stage-least-squares estimates from the indildéual regressions show that a 1 percentage point
increase in the ratio of Chinese immigrants to natives @sa® the natives’ monthly real wages between
2.8 to 3.6 percents. These results are obtained after weotémt the labor shares of immigrants in similar
occupations and in the same education group of the worker.

There are several potential reasons for the large wagegffmmmpared to existing findings in the liter-

ature. First, which is also a merit of this paper, is that dudg is done on a small open economy, where



movement of natives to neighboring labor markets in respdaadabor supply shocks is much more re-
stricted than the case in a large country, like the U.S. Mageanainland Chinese share many physical and
cultural similarities with the Hong Kong natives. Some ofrth even speak the same dialect (Cantonese)
as the natives. Because of these similarities, assimmlatito the local economy is much easier. Wage
discrimination is also potentially less severe comparemtoe of the countries examined by the existing lit-
erature. Thus, to the extent that substitutability betwesgives and immigrants is likely to be much higher
in Hong Kong than many countries, the negative wage impatbeasignificantly bigger. This conjecture
is supported by our findings that wage effects dissipate wiemnelax our definition of immigrants to in-
clude those who migrated to Hong Kong in the past 10 years y@afs. Finally, based on occupation-level
regressions, we find weak effects of new immigration on eatimployment. These findings are consistent
with a large wage adjustment, and provide support to ouragmbr of treating occupations as skill groups to
examine the wage impact of immigration.

We also explore the impact of immigration on different skiid demographic groups within an occu-
pation. As expected, given the disproportional presenderéles in the immigrant pool, we find that the
results are almost entirely driven by the impact on femate@avorkers. Perhaps surprisingly, we also find
thatwithin an occupation, the effects of immigration are most significant for nativd® are relatively more
educated (high-school educated and above) and experielbede results appear to be counterintuitive at
first sight, as the skill distribution of the immigrants issked towards the lower end of education. However,
they are consistent with our approach that relies on limiedility of workers across occupations. Because
an individual's endowment of occupation-specific skillsrgases the cost of changing occupation, we would
expect to see a larger negative impact of the immigrant sbadke more experienced and educated natives
within an occupation.

Our paper not only deepens our understandings of the ne#dtijp between immigration and wages, but
also contributes to understanding the rising income inkggua Hong Kong, a problem that has drawn a
significant amount of public attention in the city in recertys. For example, the term "income inequality”
appeared 3,937 times in major Hong Kong newspapers betw@g@® dnd 2003. The number increased
to 9,789 in the period between 2004 and 2608his increase is consistent with the rising trend of the
city’s income inequality. The United Nations Human Setins Program2008 released a report in 2008

indicating that Hong Kong as a city has the highest Gini coieffit not only in China, but also in the entire

1we obtain these numbers from WiseNews, a Hong Kong-basesd semwice provider.



Asia. This paper provides evidence that the foregoing chafgnmigration policy contributed to the rising
income inequality in Hong Kong.

This paper proceeds as follows. In Section 2, we discussith@gdration policies in Hong Kong in the
1990s. In Section 3, we introduce the theoretical framevimrkhe empirical analysis. Section 4 discusses
our empirical specification, and the construction of thdérumaent for the Chinese immigrant share in an
occupation. Section 5 describes the data, followed by aigssan of the empirical results in Section 6. The

final section concludes.

2 Background

In much of the twentieth century, Hong Kohwas a haven for Chinese refugees who escaped from their
country because of waves of domestic political turbulenh sis the Japanese Occupation, the Communist
takeover, and the Cultural Revolution. The colonial gowsent’s initial attitude toward these Chinese
illegal immigrants was largely sympathetic. lllegal immagts who managed to sneak through the border
without getting caught were allowed to stay in Hong Kong Iggfar good. As more and more immigrants
arrived, however, the colonial government feared that itiyenould no longer be able to absorb the massive
immigrant influx. Starting from the early 1980s, it decidedepel even those who successfully sneaked
through the border.

In 1984, the Chinese government signed the Sino-Britisht Jaeclaration, which stipulated the han-
dover of the former British colony back to China in 1997. Toilitate the post-handover social integration
between the mainland and Hong Kong, the colonial governmeatually relaxed its immigration policy in
the 1990s. In 1993, a new quota system was introduced. Exefhy@b Chinese nationals were given a "one-
way permit;" that is, they were allowed to enter Hong Kong gaohed the citizenship. These 105 permits
were mainly given to those who had close family ties in Hong¢l¢for example, spouses and children). As
a result of this policy change, the net immigrant movemeateased seven-fold between 1992 and 1993,
from 7,500 to 57,900. The daily quota was further expandddin 1995. By casual calculation, the daily
guota adds up to an annual increase of about 50,000 residedtsng Kong. In 2005, a decade after the
new quota system was adopted, the population of Hong Korgglsib 6.8 million, in which more than 9

percent arrived in Hong Kong in or after 1993.

2Hong Kong was a British colony between 1842 and 1997.



The effect of this policy change is mirrored by the level apawmlisplayed in Figurd. Table1 shows
the level of and changes in immigrants’ population by immaigs’ birth place. More than 90 percent of the
change in immigrants between 1991 and 2001 comes from tegargt"Mainland Chinese." This drastic

increase is in large part due to the change of immigratiorcyol

3 Theory

Before proceeding to the empirical framework, it is helpgfuisketch the theory underlying our empirical
analyses. Readers are referredlionji and Card(1991) andBorjas(2003 for a formal theoretical analysis.
To fix ideas, consider a one-sector economdpr(e) that is initially closed to immigration. Production of
goods requires capital and labor as inputs, and exhibit;n@gihing marginal returns to each input. All else
equal, a higher supply of a factor would result in a lower reglrn to that factor.

Suppose there exists heterogeneous labor in the form efelift occupations. The equilibrium wage in
each occupation is determined by the elastic labor dematidadir supply of the occupation. A positive
demand shock for an occupation would shift the downloagistplabor demand curve out, driving up the
equilibrium wage rate. On the other hand, a positive suppbck would drive the upward-sloping labor
supply curve out, forcing down the equilibrium wage ratetibiothat if labor are perfect substitutes between
occupations, labor mobility could "arbitrage" away the wa@gp between occupations due to the shocks,
attenuating the initial wage and employment impact sultisign The empirical section of this paper re-
lies on imperfect substitutability of labor across occiga, due to the existence of occupation-specific
skills. These specific skills in turn imply significant adjuent costs for workers who change occupations,
reducing the "arbitrage"” effects on wages. The importarficgoupation-specific human capital has been
highlighted in a series of recent studieskgmbourov and Manovsk{2008ab, 2009, who find that occu-
pation tenure has a more significant impact on wages, compdti industry and employer tenure.

Consider now thédome government relaxes its immigration policies by allowingrenanmigrants to
enter the country. Suppose there are foreign nationalgykairacted by this policy change, which leads
to a substantial immigrant influx intBlome. These immigrants would then be hired into different occu-
pations atHome.® Given a fixed amount of capital in the short run, this suddeneiase in labor supply

would lower real wages. In other words, the equilibrium weafe of all workers, regardless of natives or

3The flows of the immigrants into occupations need not be gwdistributed.



immigrants, would decrease in all occupations. In the shortwhen moving costs between occupations
are high, the decline in wages would be more pronounced impations where the labor supply shocks are
larger* To better capture the wage effects of immigrants, we willion the effects of the inflow of new

immigrants into an occupation, rather than immigrants wdroe over 15 years ago. This approach also fits

our identification strategy that relies on occupation gt of skills.

4 Empirical Strategy

4.1 Individual-level Regressions

To examine the effects of immigration on native wages, wanedgé the following specification using

individual-level data:

Wikt = O + BOket + Xi@+ Nk + Ve + O + Eikat,» 1)

wherec, k andt stand for occupation, industry and census year, respbcties is the log real monthly

salary of individuali employed in occupationin industryk in yeart. The regressor of interest is

By = 12,

Net

which is the ratio of Chinese immigran{sy) to native workergny) in the work force of occupation in
yeart. Following previous literature, we treat this ratio as alasupply shock from immigratiori-fiedberg
2001).°> X; is a vector of control variables, which include highest edion level attained (and its square
term), work experience (and its square term), marital stand gendem) is an industry dummy at the
1-digit level, y; is an occupation dummy, ardg is the year fixed effect that takes into account year-specific
business-cycle effects on wages across all occupations.efftbr termejyy is assumed to be i.i.d. across
industry, occupation, and time.

The possibility of non-random distribution of immigrantsr@ss occupations implies non-zero correla-

tion between immigrant inflows argg, which would lead to biases in the OLS estimates. Note tleabihs

“Based on a more structural set up that spells out the elisiof substitution between different occupations, omepzaentially
examine cross-occupation impacts of immigrant inflows atter occupations. We leave this exploration for futureaesh.

SAlternatively, we can use By as our regressor and interpfetifierently. Using this alternative measure as the regress
interest yields qualitatively identical results.



can cut both directions. Suppose immigrants coming to Homggkare attracted by high-wage occupations
(the selection effect). Then the estimateafill be biased upward. On the other hand, unobserved factors
such as social norms, language requirements, or cultuwtdriamay make it difficult for immigrants to be
hired into a certain job. Suppose immigrants’ job oppotiasiare limited to low-wage occupations, the
estimate of3 will then be biased downward (the confinement effect). Afpriee do not know the direction

of the bias. To this end, in addition to including occupatfiixed effects to capture any trends in employment
during the sample period, we adopt an instrumental vasa@\d approach. In the following section, we
will discuss in detail the instrument we propose for the neg of Chinese immigrants in an occupation in

each year.

4.2 Construction of the Instrument

The policy experiment of Hong Kong — that is, the exogenowasgk in immigration policy in 1993 aiming
to enhance social integration before 1997 sovereignty Jo&ed in Hong Kong — provides a good case to
study the effect of immigrants on native wages. The new innatign program implemented in 1993 did
not screen immigrants based on skills. As long as the spduseainland Chinese is a Hong Kong citizen,
he or she is eligible to apply for a one-way permit, with a pdaibity of success independent of skills. This
policy change undermines the potential correlation betwigenigrants’ skill backgrounds and the labor
market conditions in the final destination. In other wortle mature of the program weakens the potential
endogeneity in our analysis arising from the Hong Kong gowemt selecting immigrants. However, it
cannot circumvent another bias due to Chinese immigraatisselection into migration.

We propose an instrument to deal with a potential bias a&riimm Chinese immigrants’ occupational
choices. Our proposed instrument predicts how likely a €sgrimmigrant would be hired into a particular
occupation, based on his/her pre-migration charactesisicluding gender, education, and experience. This
instrument, we will argue, is independent of the factorg #ifect native wages other than the immigrant
shock itself.

Constructing the instrument involves three steps. We fakiutate congruence indices between each
pair of skill groups based oWelch (1999. Then we use these congruence indices to construct a job-
matching index, which captures the "goodness of fit" betwaemccupation and all skill groups in the
economy. Finally, the instrument for each occupation irhgaear is constructed by summing up the muilti-

ples between a job-matching index and the correspondifgabChinese immigrants to natives across skill
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groups.
Let us now discuss each step in detail. In step 1, we computeaith individual immigrant a set of

congruence indices with any skill groups in the economynagishe method proposed Borjas (2003.

A skill group is defined as an education-experience-gendér® cTo fix idea, consider a representative

immigrant in skill groupk. Suppose there ara education groups (indexed by andn experience groups

(indexed hyj), there will bem x n x 2 congruence indices for a worker in grokip

The congruence between skill grolijand skill groupl is computed as ilWelch (1999 as follows:

Gy = ¢ (Oke — Gc) (G — Gc) /0 , @)
| (el0e—@ /&) (5:(00-37/)

wherec stands for occupationgyc is the fraction of grough workers employed in occupatior) where
h e {k,1}. qc gives the fraction of the entire workforce employed in thetupation. To circumvent the
potential endogeneity bias due to non-random assignmeimhmigrants into different skill groups and
occupations, we use data from 1991, two years before theemmgaitation of the new immigration laws, to
compute allg’s in equation ). By constructionGy ranges between -1 and 1, with a higl@&y implying
a greater substitutability between grolpandl. Workers from the same grolgare assumed to be perfect
substitutes, i.e G = 1.

In step 2, we us&y for all skill-group pairs with grougk to construct a job-matching index between
groupk and occupatiom. The index, denoted by, essentially captures the degree of fit between a worker

from groupk (given her education-experience level and gender) andoaticunc. Formally,

n
Mic =Y —=Gu, 3)
Nc
wherenc is the number of group-native workers in occupatiort, andn. is the total number of native
workers employed in the same occupatid is a weighted average @y across all (weighted by the

share of group-in occupationc’s native workforce), which represents how likely worlkewould be hired

61n addition to the existing literature that mostly consilarskill group as an education-experience combinationjgB8o2003),
we add the gender dimension to the definition of skill groupkis addition is especially important if substitutabilttgtween a
female and a male worker of the same skill and experiencepsrifact.
TG = S (Ghe—Ge) (Ghe— ) /G _ 3elte=8)%/G
V el )7 /@) (3e(te—0)%/G)  Selthe—Ge)/Ge
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into occupationc.®2 A higher My, due to higher weights (i.enc/n.) attached to the larger congruence
indices of workerk, reflects a better match between workesind the occupationMy. is assumed to be
time-invariant, based on the assumption that the compasitf education and experience requirements for
an occupation is stable over time. Furthermore, to minintieepotential endogeneity bias arising from
changing composition of native and immigrants in the workgoof an occupation, we use data from 1991
to calculate the weightsc/nc vI.°

Figure 2 shows job matching indicelly.for two occupations. As can be seen, high-skilled jobs (e.g.
legal, accounting, and related professionals) have higlgfor the more educated. Consider a worker with
less than 10 years of work experience (Experience Groupgigh education (Education Group 7) yields a
higher job-matching index than lower education (Educa@oup 1) for the legal, accounting, and related
professionals. Low-skilled jobs (e.g. sales and servitmaentary occupations) display an opposite trend.

Before moving to the final step of the instrument construxtia remark is in order. A simpler job-
matching indexM. can be potentially constructed by using the share of natiwékevs of skill groupk in
total native workforce in occupation(i.e. nic/nc). A potential complication of this approach, we argue, is
that the number of skill-groupworkers required by an occupation may change over time. i leispecially
relevant to Hong Kong, which went through waves of offshgrn the 1980s and early 1990s, in which
many firms outsource the manufacturing part of productiom&inland China, keeping the administrative
offices in Hong Kong Kisieh 20095. We note that while the "goodness of fit" between skill g®@md
occupations may vary significantly over time, due possiblpffshoring or migration, the substitutability
between one skill group with another is more long-lasting. avoid the bias introduced by occupations’
changing demand for skills, we decided to use a slightly noomaplicated but more robust congruence
indexGy as a basis for constructing the job-matching inbix.

In step 3, we construct the instrument for occupatian yeart by summing up the multiples between

8To better understand the meaning of the job-matching indgx consider an economy where there are only two education
levels: college(1), and no collegé0). For expositional purposes, let us assume that all worlars the same experience level at a
given point in time. A worker with college degree will haveawongruence indices311 = 1 andGyg € (—1,1). If an occupation
has all workers being college-educated, thig = 1. On the contrary, if an occupation has all workers withaltege degrees,
thenMy; = Gip € (—1,1). In practice, the distribution of workers of different edtion and experience levels for an occupation
lies somewhere between the two extremes.

9We also calculate the job-matching indkt for the whole sample period (1991-2001) to check robustrigls results are
available from the authors upon request.
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My and the share of immigrants in grolms follows:

Mt
ZCt - Z _MkC! (4)
Mt

wheremy andng represent the number of grokpimmigrants and natives in yearrespectively. Notice
that the ratiamny /n is the only time-varying component in the instrument. Therean vary across time
due to the change in immigration policies under study. Theilea behind using this instrument is the
following question: conditional on the skill compositioh®@hinese immigrants, what is the implied impact
in different occupations? IntuitivelZ« captures the average "goodness of fit" for the cohort of imanic
who are employed in occupatiarin yeart.'?

Our proposed instrument is correlated with the immigralit&lihood of entering a certain occupation,
based on imperfect substitutability between workers dediht skills and gendét Figure 3 depicts the
correlation between the ratio of Chinese immigrants toseatand our proposed instrumeft across occu-
pations by year. Because an immigrant’s education-expegidevel is determined prior to the immigrant’s
arrival in Hong Kong, his/her post-migration occupatioolbices are also limited. As suchy is unlikely
to be correlated with unobserved factors that affect nati@ges in that occupation subsequent to the immi-
grants’ arrival. Since the immigration program was unekpe@nd designed for family reunion for those
who were married to Hong Kong citizens, immigrants’ humapited investment decisions are orthogonal
to the labor market situations in Hong Kong. This furtheramtes the validity oZy as an instrument for
the ratio of Chinese immigrants to natives in occupations. WM postpone the systematic analysis of the

strength of the instrument to Section 6.

101t is worth emphasizing that our instrumef, is structurally similar to the instrument used by Friedp&001). In her
paper, the variable of interegt, in the second stage is the ratio of Russian immigrants’ tvenavorkers in occupation, while
the instrument is the percentage of those Russian immigtawing the same occupation in Russia. The instrument Haes, toy
definition, smaller than the variable of interest in the setstage (see Table 2 of Friedberg (2001), the coefficiemtisf0.240,
far from 1). To use the formula of our instrument to underdtkriedberg’s, considdf, an indicator function that is equal to 1 if
Chinese immigranitholds occupatior, both before (in mainland China) and after migration, andh@avise. We can express the
instrument proposed by Friedberg (2001)pas= n—lc Yiem I{, wherem; denotes the number of Chinese immigrants in occupation
C.

The difference between Friedberg’s instrument and outsaiswe replacéf with the job-matching indefy. In other words,
Friedberg adds up the number of immigrants in an occupatibile we add up the job-matching indices of skill groups asrall
immigrants employed in that occupation.

11For example, immigrants with a college degree are moreylit@knter legal or accounting professions than those whe hav
mere primary education.
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5 Data Sample

We use three waves of Hong Kong Census Household Survey 284a; 1996, and 2001. While 1% sample
data are available for 1991 and 1996, 5% sample data aralleafor 2001. The information required to
construct the instrument is readily available in these gemssirveys. In particular, the census data contain
each subject’s highest education level attained. To meamuiindividual’s work experience, we subtract
the age at which she attained her highest education leval lfrer age at which the survey was taken. We
restrict our sample to all full-time workers in Hong Kong,tlveen 16 and 65 years old. The lower age
bound is approximately the age when a person has fulfilleddmpulsory 9-year education in Hong Kong,
while the upper age bound corresponds to the official retrgrage of civil servants and employees in most
major corporations. We exclude the small fraction of wosk&ho reported to have a second job, so that we
can focus on the immigrants’ impact on the wages of the mainetion. Readers are referred to the data

appendix for details.

5.1 A Glance at the Data

In the multiple cross-sectional sample, we classify a pea®an immigrant if the person (1) was born
in mainland China, and (2) has lived in Hong Kong for less tbarequal to 5 years. In the literature,
immigrants are often defined by criterion (1) alone. In owecdowever, the 5-year benchmark is important
because mainland Chinese share a lot of cultural simdaritiith Hong Kong natives. This implies that
Chinese immigrants are able to overcome the language fzareecial labeling, and assimilate into the
Hong Kong labor market faster than immigrants from othemt¢oes. We believe that including the 5-year
criteria in the definition of immigrants is consistent witfetshort-run nature of a labor supply shock. To
check the robustness of our empirical results, we will useadditional cut points, 10 and 15 years, to define
immigrants. As expected, both economic and statisticalifsigince decline when we relax the “duration of
residence" criteria.

Table 2 reports some key characteristics of the group of Chineseignamis and the non-immigrants.
In all three years, Chinese immigrants on average had feaamsyof schooling. Moreover, they were on
average younger and are less likely to participate in therl&drce. The lower labor participation rate can

be explained by the predominance of females among the Ghimesigrants'? It is noteworthy that com-

121t is commonly observed that the labor force participatiatelis higher among men than women.
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pared with natives, among whom about half were females,tiaeesof females in the Chinese immigrants
exceeded 63% in 1991, and increased to almost 71% in Z0The predominance of females in Chinese
immigrants can be attributed to the Hong Kong's migratiotiqggan the 90s, that was implemented mainly
for family reunion for the mainland Chinese who married Hafung citizens. Cultural norms influence
the rates of inter-regional marriage between native maldgemales in Hong Kong. For example, in 2001,
there are almost 8 times more Hong Kong males marrying to aleral bride than Hong Kong females
marrying to a mainland groom (Census and Statistics Degattof Hong Kong,2007). For this reason,
most of the spouses who came to Hong Kong for family reunioreviemales.

As expected, Chinese immigrants receive a lower salaryriatives, despite a small gap between their
average years of education. On average, they earn 35 pdessnthan their native counterparts. This
difference is in part due to the over-representation of femimn the pool of the Chinese immigrants, and in

part due to their failure to assimilate into Hong Kong's labtarket.

6 Results

6.1 Preliminary Cross-occupation Patterns

Table 3 shows the occupation distribution of both natives and inmamits in three census sample years,
1991, 1996, and 2001. Note that the new immigration law wasezhin 1993 to allow more mainland
Chinese to migrate to Hong Kong. Data from the 1996 and 2003usesurveys show that the distributions
of immigrant and native workers across occupations aretantiglly different. For example, there was a
significantly larger share of natives working as "office k#r(census code = 410), while a much larger
share of Chinese immigrants working as personal and piatestrvices workers! For some occupations,
the workforce share of immigrants resembles that of nafff@sexample, "sales and services elementary
occupations” (census code = 910)). The table provides stiggevidence that recent Chinese immigrants
are more likely to work in unskilled blue-collar jobs tharthatives. Tabld highlights another dimension
of variation — differences in the presence of recent Chimseigrants across occupations and years. This

pronounced variation across occupations and time, whicbeapartly due to the new immigration law in

13This number increases to 80% in 2006.

14according to the data appendix of 2001 Hong Kong Census, ¢begation "Personal and protective services workerstides
1) travel attendants and guides; 2) personal care workgifsaiBlressers, barbers, beauticians and related workgriscipline
and protective service workers.
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1993, allows us to identify the effects of the Chinese imtigin on native wages.

To illustrate the relationship between natives’ wages amdigrants’ presence across occupations, Fig-
ure 4 plots average (log) monthly salary of natives against thetion of Chinese immigrants in the same
occupation in 2001, the last year of our sample. A personfigeldas a Chinese immigrant if he/she was
born in mainland China, and had resided in Hong Kong for lleas tr equal to 5 years. There is a strongly
negative relationship between the two. Figbrdepicts the correlation between the first differences of the
corresponding variables for the period between 1991 and.20be slope of the estimated line is -2.04,
suggesting that a 1 percentage point increase in the imntigedive ratio in the occupation is associated
with approximately 2% decline in the growth rate of nativesinthly salary in the same occupation. Table
A.1in the appendix reports the corresponding cross-occupatial first-difference regression results. It is
worth emphasizing that the coefficients on the immigraribsdl; are negative and statistically significant

across all specifications.

6.2 Individual-Level Analysis
6.2.1 Baseline Results

The above occupation-level plots hide a substantial witlticupation worker heterogeneity in skills, as
well as within-occupation distribution of industries. Tontrol for these determinants of wages, as well
as to study what types of native workers are more adverstdgtatl by the Chinese immigrants, we run a
series of individual-level regressions controlling fodividual covariates.

We pool the micro-samples of Hong Kong Census Householdegubata for 1991, 1996, and 2001.
The unit of observation is a native worker in a census yeag. dependent variable is the log of real monthly
salary. In addition to the regressor of interest, we alwagtutde the worker’s highest level of education
attained (and its square term), work experience (and itaregierm), marital status, and gender as controls.
All regressions include year, occupation (3-digit), andustry (1-digit) fixed effects. We define natives as
either (1) anyone other than Chinese immigrants or (2) amyher than immigrants (or non-immigrants
for short). To check robustness and gain an understandimgrds the relevance of substitutability among
Chinese immigrants themselves, we test if our estimatesesrstive to different definitions of immigrants.
A worker is classified as a Chinese immigrant if he/she satidfie following criteria: born in mainland

China and had resided in Hong Kong for less than or equal t0 6y 15 years.
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Table5 presents the baseline results based on OLS. After comiyditir various individual covariates,
we observe a statistically significant, negative relatigmdbetween native wages and the ratio of immi-
grants to natives. Standard errors, reported in the parsesh are clustered at the occupation-year fével.
In Columns (1) and (2), where we define natives as anyone titharChinese immigrants, and define im-
migrants as those who have resided in Hong Kong for less thaqual to 5 years, the point estimate for
the immigrant-native ratio is -1.745 when industry fixedeets are excluded, and -1.804 when they are
included. Both estimates are significant at the 5 percetistital level. This implies that a 1 percentage
point increase in the immigrant-to-native ratio is asseclavith approximately a 1.8 percent fall in natives’
monthly salaries. In column (3), we include in the regresgiog) total workforce in the occupation to
proxy for labor demand shocks. The magnitude and the stafisignificance of the coefficient on the ratio
of Chinese immigrants to natives remains almost identical.

Other covariates generally have expected signs and aististdly significant. More educated and
experienced workers earn more. Experience exhibits deageeturns. Married individuals earn 8 percent
more than singles. Male workers earn higher monthly salahien female workers on average.

When we adopt a more restrictive definition of natives by @dliclg all non-Chinese immigrants who
came in the past 5 years in columns (4) through (6), the siteegboint estimate drops slightly, but remains
statistically significant at the 5 percent level. This deelin magnitude suggests the possibility that non-
Chinese immigrants, who are included in the native sampie¢hi® analysis in columns (1) through (3),

experience a more negative impact from the influx of Chingsaigrants.

Cross-occupation Effects Before presenting our 2SLS regression results, we exarhenealidity of our
approach that studies the wage impact on a native workeradinentigrant inflows into his/her occupation.
One could question if cross-occupation movement may affecestimates. For example, in response to an
increased labor supply due to the immigrant shock, lowlezkihative workers can move from one occupa-
tion to another provided that both occupations requirelaimypes of skills. If this cross-occupation "arbi-
trage" is effective, our estimates would be biased upwamkto. On the contrary, if the immigrant inflow

into an occupation forces displaced workers to find emplaytriresimilar occupations (displaced workers

15We cluster the standard errors at the occupation-year fatier than at the occupation level, because an exogenock stay
be specific to an occupation only in a particular year. Carsior example, the IT industry in year 2000.

As Wooldridge(2003 andAngrist and Pischk€2009 point out, clustered standard errors computed based anal"sxaumber
of clusters could be misleading. In unreported results, seeWhite (1980) robust standard errors in square brackés.rdbust
standard errors for our variable of interest are signifigesrhaller than the clustered ones reported here.
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move from the occupation as office clerks (410) to customesicse clerks (420)), our estimates could be

biased downward away from zero, as we attribute the totahthagwage impact to a single occupation-

specific labor supply shock. Counteracting this force, @mscupation complementarity may weaken the
negative wage effects from other occupations. Suppose ¢aopations are complements, an inflow of im-

migrants into an occupation (e.g. extraction and buildiaglés workers (710)) can raise labor demand in
the complementary occupation (e.g. metal and machinedgsravorker (720)).

Without a structural framework, such as the one propose@tbgviano and Per2011), exact cross-
occupation wage elasticities to immigrant shocks cannatidetified. Since our goal is to make sure that
our estimates do not include negative wage effects comorg butside the occupation, we continue to use
our reduced-form specification but now include measureoiral for external immigrant shocks. The
results of this new exercise are reported in Table 6. Firstexploit the fact that our unit of observation is at
the 3-digit occupation level to include the ratio of Chineaenigrants to natives in other occupations within
the same 1-digit occupation group in column (1) (see Tabte 8dtailed description of the occupations). As
is shown, own-occupation immigrant shock remains negatingesignificant, while the shock from similar
occupations is negative but is statistically insignificantiny conventional levels. These results show that
the immigrants’ effects on wages are mostly confined witltioupations, which support our identification
assumption of limited cross-occupation labor mobility.cblumn (2), instead of controlling for immigrant
shocks in similar occupations, we control for shocks in tthecation group of the worker. The coefficient on
the occupation-specific immigrant shock remains signifiesithe 1 percent level, although the magnitude
declines to -1.27. The coefficient on the immigrant shockhie $ame education group is negative but
statistically insignificant. In columns (3) and (4), we rap¢he exercises of columns (1) and (2) over a
sample that excludes all non-Chinese immigrants (defingdes® who came in the past 5 years). Results
remain robust.

Ideally, we would also examine the effects of immigrant wiocon employment using individual data.
However, with only multiple cross-section data, a studyhefdisplacement effects of immigration at the in-
dividual level is not possible. Instead, we examine theimlebetween the presence of Chinese immigrants
and native employment across occupations. The hypotlsetiatia larger inflow of Chinese immigrants into
an occupation will crowd out natives to other occupatiotisglae being equal. Tabla.2 in the appendix
presents these cross-occupation results. As is showngotfloents on the ratio of Chinese immigrants

to natives are negative but insignificant from Columns (Ipuigh (3), regardless of whether we include
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year or occupation fixed effects. In Columns (4) and (5), wivenuse first differences instead of levels
to parse out occupation fixed effects, we find no evidencettigapresence of Chinese immigrants is neg-
atively correlated with native employment across occapati Figureb illustrates the lack of significant
relationship between the two variables (both in first défese) for the period 1996-2001. In sum, there is
no evidence that immigration affects native employmenteskghresults provide additional support to our
approach, which highlights occupation specificity of skaihd considers occupations as well-defined skill
groups for the current study. The results are also consigtein the lack of evidence of cross-occupation

wage effects of immigration, as reported in Table 6.

The Instrumental Variables Regression Results As discussed in Section 4, the results reported in Table
and Table6 are subject to a potential endogeneity problem. Reverssalibumay arise if immigrants are
confined to low-wage jobs (the "confinement effect"), rasglin more negative correlations reported in
Table5. On the other hand, if the Chinese immigrants select highexar high wage growth) occupations
to enter, or decided to migrate to Hong Kong because of ttstende of those opportunities, selection could
result in an upward bias in the OLS estimates (the "seleatitect”). With no prior about the direction
of the bias, we use congruence indices discussed in Secfoto 4£onstruct instruments for the ratios of
Chinese immigrants to natives in each occupation. Ineligivthe instrumentZy, measures the likelihood
of immigrants being hired into occupatian and is expected to be positively correlated with the rafio o
Chinese immigrants to natives in the first stage of a twoestagst-squares (2SLS) estimation. Table
reports the 2SLS estimation results corresponding to thepgcifications in Tablé. We include the same
set of control variables and fixed effects. Standard ermers@ntinued to be clustered at the occupation-year
level.

The coefficient on the instrumet; is positive and statistically significant (at 1-percentelgun the
first-stage regression across all six specifications. Itapty, the Kleibergen-Paap Wald F-statistics of the
first stage all exceed thetock and Yogq2002 weak ID test critical values by a large margin (of both 10
percent and 25 percent maximal 1V size), implying a rejectd the hypothesis of weak instrument at the
5-percent level. In the second stage, all coefficients orintimigrant ratio remain negative, and become
more significant economically and statistically. As showrCiolumn (1), a 1 percentage point increase
in the ratio of Chinese immigrants (who came to Hong Kong withe past 5 years) to natives results in

about 3.6 percent decrease in natives’ monthly salary orageecompared to a less than 2-percent negative
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impact based on the OLS estimate (see Tahld hese results imply the dominance of the "selection &ffec
over the "confinement effect," resulting in an upward biathinOLS estimates. In other words, the more
pronounced effects of immigration reported in Tablmply that mainland Chinese immigration has a causal
and negative impact on native wages in the same occupatilmo. ndte that once we control for industry-
level fixed effects, the impact becomes stronger (Columh (@Jhen we exclude non-Chinesg %-year
residence) immigrants from the native sample (Columns (8)); we continue to observe a significantly
negative wage impact, though the magnitude of the coeftewomewhat decreases.

Table 8 reports the 2SLS results, using the instrument proposeddtios 4 for the ratio of Chinese
immigrants to natives in the occupation. The four columnthimtable are parallel to those in Table 6 in
terms of the specification used. Controlling for immigranbcks in similar occupations or in the same
education group, the effects of Chinese immigrants ergdrito the same occupation remain significant
and negative, confirming the OLS results in Table 6. Agair,2BLS results shown in Tab&indicate
that the OLS estimates are biased upward. Our preferrechasti(column (4)), which is also the most
conservative, shows that a 1 percentage-point increageinatio of Chinese immigrants to natives in an

occupation decreases the native wages by 2.8 log points.

6.2.2 The Impact of New Chinese Immigrants on Different Natie Groups

In Table9, we use a more restrictive definition of natives by excludmgigrants who came beyond the
5-year cutoff. In Column (1), we relax the definition of immagts by including those who have resided in
Hong Kong up to 10 years. While we still observe a negativeaichpf the inflows of Chinese immigrants
on native wages, the point estimate on the Chinese immigaéintdecreases from -3.6 in the baseline case
to about -2.2. The wage impact on natives due to immigrants avhived in the host economy more than
5 years ago but less than 10 years would be weaker, compatiedheishock coming from more recent
immigrants. Part of the reason is that native workers haveeiime to respond to the inflow of immigrants
who came more than 5 years, perhaps by investing in genetial s&eful for other occupations, which
enhance one’s outside option. As such, the effect of thewn@ibimmigrants to Hong Kong 10 years
ago would be mitigated by native outflows from the affectedupation, dampening the negative wage
impact of immigration. The native outflows suggest that passible for native workers to overcome the
occupation-specific hurdles, and move from one occupatioanbther. The results here, however, also

show that overcoming such hurdles takes a long time. Thdycosiss-occupation movement highlights

19



the advantage of exploiting the occupation dimension, #s euir instrument, to study labor suppiock,
which is a short-run phenomenon. In Column (2), we furthieréhe definition of immigrants by including
those who have resided in Hong Kong for up to 15 years. Defipgtexpected sign, the coefficient on the
ratio of Chinese immigrants to nativey() is marginally significant. This result again is consisterith the
idea of natives’ gradual adjustment to immigrant shoéks.

Despite our focus on the impact of Chinese immigrants, wiadurrelax our definition of immigrants
by including immigrants who went to Hong Kong within the paétor 15 years in Columns (3) and (4),
respectively. Note that both the magnitude and significaosfcéhe estimated coefficient on the ratio of
Chinese immigrants to natives dissipate as the definitidmofigrants becomes more inclusive (fromb
years to< 15 years). This is not surprising because an inclusive diefindf immigrants implies that much
of the labor market effects brought by the policy change Iraady been mitigated by natives’ adjustment
over time.

Furthermore, the findings that the magnitude of the immignaimpact declines in the inclusiveness
of immigrants provide indirect evidence supporting theaidé assimilation of immigrants. Compared to
non-Chinese immigrants, it takes relatively shorter tioretfie Chinese immigrants to assimilate into Hong
Kong’s labor market, especially for those who speak the sdialect (i.e. Cantonese). Since a more
inclusive definition of immigrants includes some of the ignaints who have already successfully adopted
to the local working environments, the estimated effectarohigration are weaker as the definition of
immigrants moves fronx 10 years to< 15 years.

The idea of assimilation can be another explanation of tfierdinces in coefficients in columns (1) and
(3). When non-Chinese immigrants are included in the "satsample, the estimated effect of the Chinese
immigration is more significant. An explanation is that m@hinese immigrants face more difficulty in
assimilating into the local labor market. Owing to physgital and cultural differences, local employers
may continue to perceive this group as immigrants even #feyr have stayed in Hong Kong for years.
They can assimilate into Hong Kong's labor market up to atptire coefficient increases from 5 years
to < 10 years), after which the assimilation effects may disapp® at least become insufficient to counter
other effects such as age that may be correlated with theéhlerigstay and wages. The net result is that

Chinese immigrants are more substitutable for other nongsk immigrants relative to the natives. For this

16The Hong Kong census for 1991 reports duration of residemétong Kong up to only 9 years. In both columns (1) and (2),
we define immigrants in 1991 as those who have resided in Homg Kor less than or equal to 9 years.
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reason, the coefficient is economically more significantmthese non-Chinese immigrants are included in

the "native" sample (column (1)) than that associated witioee restrictive "native" sample (column (3))

6.2.3 The Impact of New Chinese Immigrants on Different Grogs within an Occupation

To gain an understanding of how the labor market impact oh€e immigrants varies across demographic
and skill groups within an occupation, we interact our Maleaof interest with different demographic and
skill variables. The results are presented in Talle In Column (1), we interact the ratio of Chinese
immigrants to natives6) with a female dummy. While the coefficient on the stand-alammigrant
ratio becomes less statistically significant (only sigaificat the 10-percent level), the coefficient on the
interaction term is negative and significant at the 1-pdrtmrel. This result has two implications. First,
consistent with the observation that working-age fematesoaer-represented in the pool of the Chinese
immigrants (see Tablg), female native workers bear the brunt of the negative latmnket impact brought
by the Chinese immigrants. Specifically, a one percentage perease in the ratio of Chinese immigrants
to natives would result in a.995 (1931— 11.525) log-point decline in monthly salary among the female
workers. Second, the labor market outcomes of male nativées® appear to be less vulnerable to the
influx of these Chinese immigrants.

Columns (2) to (4) of Tablé0 show the impacts of Chinese immigrants on different edanatigroups.
In Column (2), we interact the ratio of Chinese immigrants#ives 0) with the education variable,
school, which takes values from 1 to 7 and its square (seemgdpe High values indicate higher education
levels. The coefficient on the stand-alone immigrant shBgkjs positive and statistically significant at the
5-percent level, indicating that with more immigrants einig into an occupation, the natives of the very
low-skilled (school category equal to 1 and 2) within the samecupation actually experience a positive
wage impact. Note, however, the interaction term is negativhich suggests that the influx of Chinese
immigrants hurt the more educated muaii¢hin an occupation. Given that the skill distribution of the immi-
grants is skewed towards the lower end of education, thesdtseappear to be counterintuitive. However,
the results are consistent with our prior assumption thatipation-specific skills imply costly movement
across occupations in the short run. The negative coefficierthe interaction term implies that workers
with high-education levels have more occupation-specKitiss and would need to incur a large loss of
human capital if they move to another occupation. Consdty¢ney face a relatively more negative labor

market impact as a result of the influx of Chinese immigraltsolumns (3) and (4), we interact the vari-
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able of interest with high-school and college dummies, eesgely. The extra wage effects for the more

skilled natives within an occupation are negative andsttedilly significant. Specifically, the extra wage

effect for the high-school group compared to those withdugh school degree is -10.83 log points (column
(3)). The within-occupation negative wage effect for théege-educated is even larger, as is reported in
column (4).

Finally, we include an interaction term between the rati€binese immigrants to native8«) and the
worker’s years of work experience. Since the effect of elgmere on wages is non-linear (see Tablewe
also interacBy with the square of experience. We find non-linear wage impaghmigration on native
workers with different years of work experience. Expergghgvorkers are affected more negatively by the
inflows of Chinese immigrants than the less experiencedighdhe negative impact is weakened at a high
level of experience. Specifically, if we evaluate the exffaots at the median value of experience (i.e., 21
years), workers with 21 years of work experience would sw#Hfeextra -5.92 log points wage loss due to the
immigrant shock & 8.024— 1.18x (21) 4+ 0.025x (21)2), compared to those with zero experience within
the same occupation. To the extent that a worker's expearienpositively correlated with occupation-
specific skills, the results that more experienced natixpemence a larger wage impact from immigrant
inflows provides indirect support to our approach, whiclesebn occupation specificity of skills and thus
limited short-run cross-occupation mobility. A more expaced worker experiences a larger wage loss
partly because the potential wage decline due to a job diepiant by immigrants is increasing in the

worker’s level of occupation-specific skills.

7 Conclusion

Using micro-level data, we find evidence that the influx ofri&sie immigrants has a significant short-run
negative impact on native wages in the same occupation igHong, when its government substantially
increased the number of "one-way" permits for mainland €sencoming to Hong Kong for family reunion.
The negative wage effects are robust to the control of imamginflows into similar occupations and to the
same education group. Occupation-level regression sesliiw weak effects on native employment.

To tackle endogeneity arising from potential non-randotaci®n of immigrants into occupations, we
propose an instrument for the presence of Chinese immigraiich measures the likelihood of the immi-

grants being hired into an occupation. Our 2SLS results shatvthe OLS estimates are biased towards
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zero, suggesting that selection by immigrants into difiereccupations may weaken the negative impact
found in the OLS estimates.

The negative wage effects on natives dissipate gradualgnwire relax our definition of immigrants
by considering those who migrated to Hong Kong longer time dthese results highlight the importance
of potential assimilation of Chinese immigrants, as welhasves’ endogenous response to the immigrant
inflows over a longer time horizon. They also shed light on why estimated wage impact are larger than
those found in previous studies.

We find that the negative wage impact of this wave of immigrais almost entirely driven by the im-
pact on female native workers. Within an occupation, theat$f of immigration are more pronounced for
natives who are relatively more educated and experienckdselresults provide support to our identifica-
tion assumption, which postulates limited cross-occapalabor mobility in the short run due to the high

switching cost accompanied with occupation-specific huoaguital.
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Figure 1: Immigration to Hong Kong
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Source: Census and Statistics Department of Hong Kblogg Kong Population Projections (various years).
Note: Only Chinese immigrants holding "one-way permit®' imcluded.
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Figure 2: Job Matching Index in Two Occupation Types
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Figure 3: Correlation Between the Ratio of Chinese Immitgam Natives and the IV Across Occupations
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Figure 4: The Relationship Between In(Average Monthly 8atd Natives) and the Ratio of Chinese Im-
migrants to Natives Across Occupations, 2001
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Figure 5: 1996-2001 Change in In(Average Monthly Salary afités) on Change in the Ratio of Chinese
Immigrants and Natives Across Occupations
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Figure 6: 1996-2001 Change in In(Native Employment) on @ean the Ratio of Chinese Immigrants to
Natives Across Occupations
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Figure 7: 1996-2001 (Ratio of Chinese Immigrants to Natime®ther Occupations within the same 1-digit
Occupation Group) against (Ratio of Chinese Immigrantsatvds) across 3-digit occupations
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Table 1: Immigrant Population by Immigrants’ Birth Place
Birth Place 1991 1996 2001 Change Change As a % of As a % of
1991-1996 1991-2001 Change in Change in
Immigrants Immigrants
1991-1996 1991-2001

Mainland China (including Taiwan) 1,845,700 2,022,400 92,140 176,700 346,440 84.5 90.7
Macau 64,900 74,700 72,540 9,800 7,640 4.7 2

UK 26,200 31,100 23,500 4,900 -2,700 2.3 -0.7
Japan 10,400 17,500 15,700 7,100 5,300 3.4 14
Philippines 66,300 124,600 137,560 58,300 71,260 27.9 18.7
Thailand 14,500 19,300 20,720 4,800 6,220 2.3 1.6
India, Pakistan, Bangladesh & Sri Lanka 15,200 27,000 25,2611,800 11,060 5.6 2.9
Australia & New Zealand 6,800 8,000 8,780 1,200 1,980 0.6 0.5
USA 10,400 19,000 15,020 8,600 4,620 4.1 1.2
Canada 5,400 11,100 16,420 5,700 11,020 2.7 2.9
Others 114,100 34,300 33,340  -79,800 -80,760 -38.2 -21.1
Total Population 5,815,300 6,466,600 6,730,330 651,300 5,030

Source: Hong Kong Census Household Survey data (various)yea

Notes: Population figures are adjusted for the size differe@tross census samples. Immigrants in this table are dsfingly by people born outside of Hong Kong. In what
follows, we adopt a more restrictive definition of immigrads the Chinese immigrants assimilate into Hong Kong sofaely quickly.



Table 2: Summary Statistics

Natives Chinese Immigrants

1991 1996 2001 1991 1996 2001
All
Age 36.7 37.56 38.39 34.29 34.91 35.46
Year of Schooling 8.62 9.66 10.25 8.41 9.53 8.72
Labor Participation Rate (%) 59.36 60.64 59.63 54.29 53.43 2.14
Female (%) 48.12 49.48 50.64 63.62 67.25 77.3
In the Workforce (Age > 16 & < 65)
Age 35.07 36.11 37.14 33.84 34.65 36.49
Year of Schooling 9.31 10.31 10.87 8.82 9.86 9.08
Female (%) 39.21 41.99 46.53 58.33 56.67 70.9
Nominal Monthly Wage 7254.89 13173.11 15536.78 4912.66 9%BB 8505.95
Real Monthly Wage 10360.82 13173.11 16150.09 7015.85 9839.8841.72

Source: Hong Kong Census Household Survey data (various)yea

Notes: A person is considered a Chinese immigrant if he/si® born in mainland China, and has resided in Hong
Kong for less than or equal to 5 years. A person is considerdmtin the workforce if he/she was not a part-time
student, had positive salary, and was currently activeariahor market.
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Table 3: Distribution of Natives and Immigrants Across Quaions

OccupationOccupation Year
Code
% Chinese Immigrants in % Natives in
1991 1996 2001 1991 1996 2001
120 corporate managers 3.18 6.12 2.39 3.08 465 4.16
130 small business managers 141 264 1.93 1.38 2.84 3.32
210 physical, mathematical and engineering.24 0.99 0.44 141 180 1.15
science professionals
220 life science and health professionals 0.00 0.33 0.06 40.1020 0.28
230 teaching professionals 0.18 149 0.55 1.20 142 142
240 legal, accounting, business and related pr6-:18  0.83  1.13 066 099 2.23
fessionals
250 social science and other professionals 053 116 033 61 0.0.75 0.84
310 physical, mathematical and engineering.77 1.82 0.99 275 312 3.77
science associate professionals
320 life science and health associate profe€:35 0.50 0.39 153 146 1.68
sionals
330 teaching associate professionals 053 033 0.33 1.4052 1.1.68
340 legal, accounting, business and related a&-77 2.64  2.95 5,55 6.76 8.56
sociate professionals
350 social services and other associate profe300 0.33 0.14 0.62 0.58 0.69
sionals
410 office clerks 7.42 10.25 5.45 15.86 15.99 15.38
420 customer service clerks 283 248 424 244 289 282
510 personal and protective services workers 9.89 16.034520. 8.74 8.67 9.14
520 salespersons and models 3.00 579 8.12 396 489 5.08
530 transport and other services workers 0.35 0.17 0.11 0.9579 0.67
610 market-oriented agricultural and fisher.00 0.50  0.58 0.21 0.11 0.08
workers
710 extraction and building trades workers 3.18 397 438 594. 431 3.64
720 metal and machinery trades workers 583 8.60 3.96 5.9201 5. 3.92
730 precision, handicraft, printing and relate@.47 2.48 0.25 143 1.06 0.69
trades workers
740 other craft and related workers 3.36 264 1.46 3.05 241531
810 industrial plant operators 0.00 0.83 041 0.18 0.24 0.24
820 stationery machine operators and asser®5.62 4.13  2.15 857 292 1.63
blers
830 drivers and mobile machine operators 053 165 0.91 5.153 4.83
910 sales and services elementary occupations 16.08 16.96/6 2 14.14 16.27 18.13
920 laborers in mining, construction, manufac8.30 4.46  6.17 487 281 244

turing, agricultural and fishing

Source: Hong Kong Census Household Survey data (various)yea

Notes: The definition of Chinese immigrants is described abl@2. Natives include anyone other than Chinese
immigrants.
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Table 4: Ratio of Chinese Immigrants to Natives by Occupafio %)

Occupation Occupation Year
Code
1991 1996 2001

120 corporate managers 2.75 3.14 1.57

130 small business managers 2.74 2.22 1.58

210 physical, mathematical and engineering.34 1.31 1.05
science professionals

220 life science and health professionals 0.00 4.00 0.53

230 teaching professionals 0.39 2.49 1.06

240 legal, accounting, business and related pr6-71 1.99 1.38
fessionals

250 social science and other professionals 2.33 3.66 1.07

310 physical, mathematical and engineering.72 1.39 0.72
science associate professionals

320 life science and health associate profe§.62 0.81 0.63
sionals

330 teaching associate professionals 1.01 0.52 0.54

340 legal, accounting, business and related &3-85 0.93 0.94
sociate professionals

350 social services and other associate profe3:00 1.35 0.55
sionals

410 office clerks 1.25 1.53 0.97

420 customer service clerks 3.09 2.05 4.10

510 personal and protective services workers 3.02 4.42 6.11

520 salespersons and models 2.02 2.82 4.36

530 transport and other services workers 1.71 0.50 0.45

610 market-oriented agricultural and fishery.00 11.11 19.63
workers

710 extraction and building trades workers 1.85 2.20 3.29

720 metal and machinery trades workers 2.63 4.09 2.76

730 precision, handicraft, printing and related .62 5.60 0.98
trades workers

740 other craft and related workers 2.93 2.61 2.60

810 industrial plant operators 0.00 8.20 4.73

820 stationery machine operators and assem:98 3.38 3.59
blers

830 drivers and mobile machine operators 0.27 0.71 0.51

910 sales and services elementary occupations ~ 3.03 247 8 4.4

920 laborers in mining, construction, manufac4.55 3.79 6.89

turing, agricultural and fishing

Source: Hong Kong Census Household Survey data (various)yea
Notes: The definition of Chinese immigrants is describedahl@2. Natives include anyone
other than Chinese immigrants.
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Table 5: OLS Estimation of the Impact of Chinese Immigrah&bor Supply on Natives’ Wages by Occupation: Individualélewnith Different
Definitions of Natives

Dep. Var. = In(monthly salary native) 2) 2) 3) 4) (5) (6)
Definition of Immigrants (resided in Hong Kong < 5 yrs <5yrs <5yrs <5yrs <5yrs <5yrs
for)
Industry Fixed-Effects No Yes Yes No Yes Yes
Definition of Natives Anyone Other Than Chinese Immigrants Non-Immigrants
. . . . -1.745%* -1.804** -1.797** -1.526** -1.609** -1.601**
Ratios of Chinese Immigrants to NativeSs( (0.768) (0.727) (0.766) (0.695) (0.664) (0.715)
School 0.049 0.045 0.044 0.071* 0.064** 0.064**
(0.035) (0.032) (0.032) (0.032) (0.030) (0.030)
Schoof 0.005 0.005* 0.005* 0.004 0.004 0.004
(0.003) (0.003) (0.003) (0.003) (0.003) (0.003)
Experience 0.046*** 0.046*** 0.046%** 0.048*** 0.047*** 0.047%**
(0.005) (0.005) (0.005) (0.005) (0.005) (0.005)
Experiencé -0.001%*=* -0.001%*=* -0.001*** -0.001%*=* -0.001**=* -0.001 ***
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Married 0.082*** 0.082*** 0.082** 0.089*** 0.090*** 0.090***
(0.008) (0.008) (0.008) (0.007) (0.007) (0.007)
Male 0.265*** 0.255*** 0.255*** 0.238*** 0.233*** 0.233***
(0.060) (0.053) (0.053) (0.051) (0.048) (0.048)
In(Employment) -0.030 -0.017
(0.034) (0.028)
Number of Obs. 179647 179586 179586 169952 169892 169892
R2 0.589 0.594 0.594 0.559 0.564 0.564

Notes: Standard errors clustered at the occupation-yeal dee reported in parentheses. All regression modelsidiecfixed effects of census year and occupation (3-digit
level). A person is defined as a worker if he/she i) was age@5L&) was not a part-time student, iii) had positive salaryand was coded in the census as currently active in
the labor market. A worker is classified as a Chinese immigfdre/she satisfied the following criteria: i) born in mand China and ii) had resided in Hong Kong for less
than or equal to 5 years. A worker is classified as an immigfdm/she satisfied the following criteria: i) born outsidertd Kong and ii) had resided in Hong Kong for less
than or equal to 5 years. Native workers are defined eithenyana other than Chinese immigrants or non-immigrants, **and * denote 1%, 5% and 10% significance
levels, respectively.
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Table 6: OLS Estimation of the Impact of Chinese Immigrahtor Supply on Natives’ Wages by Occupation: Controllinglfnmigrant Shocks

in Similar Occupations

Dep. Var. = In(monthly salary native)

Definition of Immigrants (resided in Hong Kong for) <5 yrs

Industry Fixed-Effects
Individual Controls
Occupation Controls
Definition of Natives

Ratios of Chinese Immigrants to Natived; |

Ratio of Chinese (Same 1-digit Occupation Group)

Ratio of Chinese (Same Education Group)

Number of Obs.
RZ

1) (2) 3) (4)
<5yrs <5yrs <5yrs
Yes Yes Yes Yes

School, Schodl, Experience, ExperienégMarried, and Male

In(Employment)

Anyone Other Than Chinese Immigrants onNmmigrants

-1.882%*x -1.271% -1.767% -1.141%*
(0.650) (0.606) (0.584) (0.529)
-0.166 409.
(0.751) (0.630)
-0.958 -1.167
(1.135) (0.855)
179408 179586 169715 169892
0.594 0.594 0.565 0.565

Notes: Standard errors clustered at the occupation-yeal dee reported in parentheses. All regression modelsidiecfixed effects of census year and occupation (3-digit
level). A person is defined as a worker if he/she i) was age@5L6) was not a part-time student, iii) had positive salaryand was coded in the census as currently active in
the labor market. A worker is classified as a Chinese immigfdre/she satisfied the following criteria: i) born in mand China and ii) had resided in Hong Kong for less
than or equal to 5 years. A worker is classified as an immigfdm/she satisfied the following criteria: i) born outsidertd Kong and ii) had resided in Hong Kong for less
than or equal to 5 years. Native workers are defined eithenyana other than Chinese immigrants or non-immigrants, **and * denote 1%, 5% and 10% significance

levels, respectively.
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Table 7: 2SLS Estimation of the Impact of Chinese Immigrangbor Supply on Natives’ Wages by Occupation: Individuavkl with Different
Definitions of Natives

Dep. Var. = In(monthly salary native) (1) (2) 3) 4) (5) (6)

Definition of Immigrants (resided in Hong < 5 yrs <5yrs <5yrs <5yrs <5yrs <5yrs

Kong for)

Industry Fixed-Effects No Yes Yes No Yes Yes

Individual Controls School, Schod|, Experience, Experien%eMarried, and Male

Occupation Controls In(Employment) In(Employment)
Definition of Natives Anyone Other Than Chinese Immigrants onNmmigrants

Second Stage

Ratios of Chinese Immigrants to Natives -3.614*** -3.738*** -3.623*** -3.457*** -3.666*** -3.390 ***
(64) (1.224) (1.158) (0.967) (1.196) (1.140) (0.904)
R? 0.589 0.593 0.593 0.559 0.564 0.564
First Stage
Zq 0.093*** 0.093*** 0.126*** 0.0971*** 0.0971*** 0.127***
(0.017) (0.017) (0.014) (0.017) (0.017) (0.014)
Kleibergen-Paap F stats 31.318 31.289 85.847 29.068 29.034  78.806
Number of Obs. 179647 179586 179586 169952 169892 169892

Notes: Standard errors clustered at the occupation-yeer dee reported in parentheses. Other covariates not losptayed are school and its square, experience and itsesqua
marital status, and gender. All regression models includadfeffects of census year and occupation (3-digit levelpefson is defined as a worker if he/she i) was aged 16-65, ii)
was not a part-time student, iii) had positive salary, i)l aras coded in the census as currently active in the laborehafkworker is classified as a Chinese immigrant if he/she
satisfied the following criteria: i) born in mainland Chinadaii) had resided in Hong Kong for less than or equal to 5 yeansorker is classified as an immigrant if he/she satisfied
the following criteria: i) born outside Hong Kong and ii) hegsided in Hong Kong for less than or equal to 5 years. Natiwkers are defined either as anyone other than Chinese
immigrant or non-immigrant workers. *** ** and * denote 1%% and 10% significance levels, respectively. The instrurfugrihe ratio of Chinese immigrants to nativeZis (see
Equatiord in text).



Table 8: 2SLS Estimation of the Impact of Chinese Immigrdrasor Supply on Natives’ Wages by Occupation: External &iso

144

Dep. Var. = In(monthly salary native) D (2) 3) 4)
Individual Controls School, Schodl, Experience, ExperienégMarried, and Male
Occupation Controls In(Employment)

Definition of Natives Anyone Other Than Chinese Immigrants onNmmigrants

Second Stage

Ratios of Chinese Immigrants to Natived; | -3.649%** -3.218*** -3.357*** -2.827***
(1.032) (1.182) (0.954) (1.055)
Ratio of Chinese (Same 1-digit Occupation Group) 0.813 .49
(1.144) (0.912)
Ratio of Chinese (Same Education Group) -0.680 -0.923
(1.190) (0.913)
R 0.589 0.594 0.559 0.564
First Stage
Zy 0.123*** 0.126*** 0.124*** 0.126***
(0.0112) (0.014) (0.0112) (0.015)
Kleibergen-Paap F-stat 128.691 82.454 123.457 74.957
Number of Obs. 179469 179586 169775 169892

Notes: Standard errors clustered at occupation-year éeealeported in parentheses. Other covariates not beiptagésl are school and its square, experience and
its square, marital status, and gender. All regression taadelude fixed effects of census year, occupation (3-déyi¢l), and industry (1-digit level). A person is
defined as a worker if he/she i) was aged 16-65, ii) was nottatipae student, iii) had positive salary, iv) and was codethie census as currently active in the labor
market. A worker is classified as a Chinese immigrant if he/sdtisfied the following criteria: i) born in mainland Chiaad ii) had resided in Hong Kong for less
than or equal to 5 years. A worker is classified as an immigfdm/she satisfied the following criteria: i) born outsidend) Kong and ii) had resided in Hong Kong
for less than or equal to 5 years. Native workers are defirtedres anyone other than Chinese immigrant or non-immigvarkers. ***, ** and * denote 1%, 5%
and 10% significance levels, respectively. The instrumanttfe ratio of Chinese immigrants to native&is (see Equatiod in text).
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Table 9: 2SLS Estimation of the Impact of Chinese Immigrangdor Supply on Natives’ Wages by Occupation: Individuavkl with Different

Definitions of Immigrants

Dep. Var. = In(monthly salary native)

Definition of Immigrants (resided in Hong Kong for) < 10 yrs

Individual Controls
Occupation Controls

Definition of Natives

Second Stage
Ratios of Chinese Immigrants to Natived |

RZ

First Stage
Ly

Kleibergen-Paap F-stat
Number of Obs.

(1) (2) 3) (4)

<15yrs <10yrs <15yrs

School, Schodl, Experience, ExperienégMarried, and Male

In(Employment)

Anyone Other Than Chinese Immigrants onNmmigrants

22,220k -3.514* -1.590* -2.305**
(0.789) (1.823) (0.618) (0.991)
595 597 561 563
0.097++* 0.04 7%+ 0.097++* 0.048%+*
(0.017) (0.014) (0.017) (0.015)
34.569 10.489 32.285 10.701
175146 171003 161803 156443

Notes: Standard errors clustered at occupation-year gealeported in parentheses. Other covariates not beiptagésl are school and its square, experience and
its square, marital status, and gender. All regression tmadelude fixed effects of census year, occupation (3-déyiel), and industry (1-digit level). A person is
defined as a worker if he/she i) was aged 16-65, ii) was nottatipae student, iii) had positive salary, iv) and was codethie census as currently active in the labor
market. A worker is classified as a Chinese immigrant if hefsdttisfied the following criteria: i) born in mainland Chiaad ii) had resided in Hong Kong for less
than or equal to 10 or 15 years. A worker is classified as an grant if he/she satisfied the following criteria: i) born side Hong Kong and ii) had resided in Hong
Kong for less than or equal to 10 or 15 years. Native workezdafined either as anyone other than Chinese immigrant einmmigrant workers. The 1991 census
data record immigrants’ duration of residence in Hong Kopdgai9 years. Columns (2) and (4), thus, do not contain the t88%us data, while in Columns (1) and
(3), we replace the 10-year immigrant definition with a 9rya@e when analyzing the 1991 census data. ***, ** and * derii®e 5% and 10% significance levels,
respectively. The instrument for the ratio of Chinese imrmanids to natives iZy (see Equatiod in text).



Table 10: 2SLS Estimation of the Impact of Chinese Immigrahtibor Supply on Natives’ Wages by
Occupation: Gender and Different Education and Experitesels

Dep. Var. = In(monthly salary na- (1) @) (3) 4 (5)
tive)
Definition of Natives Non-Immigrants
B¢t Interacted WithX Female School High School College Experience &
Dummy Dummy Dummy Experiencé
Individual Controls School, SchdglExperience, ExperienéeMarried, and Male
Occupation Controls In(Employment)
Second Stage
Ratios of Chinese Immigrantsto ~ 1.931* 8.267** 1.808 -1.413* 8.024***
Natives Qct, B1) (1.143) (3.849) (1.620) (0.822) (2.698)
X 0.089*** 0.309%*** 0.441%* 0.222* 0.081***
(0.031) (0.111) (0.153) (0.087) (0.007)
Bct X X (, B2) -11.525%** -4.865* -12.633*** -14.565*** -1.180%**
(1.481) (2.618) (4.117) (3.649) (0.233)
X2 -0.014 -0.002%+
(0.013) (0.000)
Bct X X2 (, B3) 0.039 0.025%**
(0.349) (0.004)
Extra Effects -9.595%** -5.978%** -10.826*** -15.977%** 5.919%*=
(1.368) (1.925) (2.869) (3.394) (1.166)
First Stage (1)
Za 0.126*** 0.128*** 0.127** 0.127%* 0.128***
(0.014) (0.014) (0.014) (0.014) (0.015)
[51.00] [28.63] [44.02] [42.09] [39.34]
First Stage (2)
Zg x X 0.059*** 0.039%** 0.049%** 0.053*** 0.071***
(0.008) (0.020) (0.008) (0.008) (0.020)
[52.05] [46.06] [36.29] [26.87] [48.74]
First Stage (3)
Zg x X? 0.068*+* 0.042%*
(0.018) (0.014)
[41.39] [47.15]
Number of Obs. 169892 169892 169892 169892 169892
R2 0.57 0.556 0.552 0.565 0.565

Notes: Standard errors clustered at the occupation-ygal é&e reported in parentheses. Kleibergen-Paap Fistatare
reported in square brackets. Other covariates not beimdegiisd are school and its square, experience and its squar#al
status, and gender. All regression models include fixea&sffef census year, occupation (3-digit level), and ingugltrdigit
level). The instrument for the ratio of Chinese immigramisatives isZ (see Equatiord in text). A person is defined as a
worker if he/she i) was aged 16-65, ii) was not a part-timeleid, iii) had positive salary, iv) and was coded in the ceresi
currently active in the labor market. A worker is classifiedaaChinese immigrant if he/she satisfied the following dete

i) born in mainland China and ii) had resided in Hong Kong fesd than or equal to 5 years. A worker is classified as an
immigrant if he/she satisfied the following criteria: i) bosutside Hong Kong and ii) had resided in Hong Kong for lessith
or equal to 5 years. Native workers are defined as non-immtigvarkers. Extra effect of an increase in the ratio of Chénes
immigrants to natives is calculated by the formuBa ¢ B») if a dummy is used in Columns (1), (3) and (4). If the group
variable is not a dummy (in Columns (2) and (5)), then extfactfis calculated at the median valu@ ¢ Bo x Xmeq). ***, **

and * denote 1%, 5% and 10% significance levels, respectively
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Appendix

Data Source

Our main data source is the micro-data from the Hong Kong Rtipn Censuses. We use the 1-percent
sample of the 1991 and 1996 census surveys and the 5-pearapiesof the 2001 census survey. We divide
education levels into seven groups: Group 1 with highesta&hn attained< Grade 3; Group 2- Grade 3
and< Grade 6; Group 3-Grade 6 and<Grade 9; Group 4> Grade 9 &< Grade 11; Group 5> Grade

11 & < Grade 13; and Group 6Grade 13. We take the difference between a worker’'s age atwthée
census was conducted and the age at which one typicallwescthie worker’s highest education level as
the worker’s work experience. We further divide work expade into five groups, witk1 & <10 years as
Group 1,>10 & <20 years as Group 2,20 & <30 years as Group 3;30 & <40 years as Group 4, and
>40 & <50 years as Group 5. The sample is restricted to employedepbetween the ages of 16 and 65
inclusive. The wage is measured by the monthly income of maiployment. The definition of immigrants
is described in Tabl@. The GDP deflator used to deflate nominal income to real indsrfrem the IMF’s

International Financial Statistics.
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Table A.1: The Impact of Chinese Immigrants’ Labor SupplyNatives’ Wages by Occupation

1) (2) 3) 4) )
Definition of Natives Anyone Other Than Chinese Immigrants % yrs)
Dep. Var. In(avg. monthly salary) A In(avg. monthly salary)
: : . . -12.452%* .12 .672**  -1.829**
Ratio of Chinese Immigrants to Nativey() (3.930) (0.900) (1.360)
A Ratio of Chinese Immigrants to Natives -1.486** -1.573*
(0.648) (0.631)
Year FE N Y Y N Y
Occupation FE N N Y N N
Number of Obs. 81 81 81 54 54
R? 0.168 0.255 0.992 0.096 0.114

Notes: Observations in all regressions are weighted byitlkeeo$ employment of each occupation (27 of them). Analytighted standard errors are reported
in parentheses. A person is defined as a worker if he/she ipged 16-65, ii) was not a part-time student, iii) had posisalary, iv) and was coded in the
census as currently active in the labor market. A workerés ttlassified as a Chinese immigrant if he/she satisfied ttosviag criteria: i) born in mainland
China and ii) had resided in Hong Kong for less than and equalyfears. Native workers are defined as anyone other thae&himmigrants. ***, ** and *
denote 1%, 5% and 10% significance levels, respectively.
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Table A.2: Impact of Chinese Immigrant Inflow on Native Emypteent by Occupations

1) 2 3) 4) ®)
Definition of Natives Anyone Other Than Chinese Immigrartb(yrs)
Dep. Var. In(employment) A In(employment)
Ratio of Chinese Immigrants to Natives -7.867 -8.632 -1.306
(CH) (6.958) (6.999) (2.913)
A Ratio of Chinese Immigrants to Natives 0.137 -0.553

(2.558) (2.705)

Year FE N Y Y N Y
Occupation FE N N Y N N
Number of Obs. 81 81 81 54 54
R? 0.031 0.044 0.961 0.00012 0.085

Notes: Observations in all regressions are weighted byitieeof employment of each occupation (27 of them). Analytighted standard errors are reported
in parentheses. A person is defined as a worker if he/she ipged 16-65, ii) was not a part-time student, iii) had posisalary, iv) and was coded in the
census as currently active in the labor market. A workerés ttlassified as a Chinese immigrant if he/she satisfied ttosviog criteria: i) born in mainland
China and ii) had resided in Hong Kong for less than and equalears. Native workers are defined as anyone other thare§€himmigrants. ***, ** and *
denote 1%, 5% and 10% significance levels, respectively.
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