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Abstract

Purpose – This paper aims to examine the employment effect of the minimum wage in Mauritius, a country
that has recently introduced an economy-wide national minimum wage. As women have low labor force
participation rate and higher unemployment rate compared to men, this study sheds light on the impact of the
national minimum wage on male and female employment.
Design/methodology/approach – A conceptual framework based on the labor–leisure model of Blundell
et al. (2007) incorporating the minimumwage as an important variable influencing the employment decision of
the individual serves as the methodological backdrop of this paper. It applies the difference-in-difference
estimation technique and uses micro data from the ContinuousMulti-Purpose Household Survey for the period
2017–2019.
Findings – The results show that minimum wage has a significant negative impact on overall employment.
With the imposition of the national minimum wage, the probability that an individual, currently earning less
than the minimum wage, remains employed is 0.525 lower than that of a worker earning above the minimum
wage level. Moreover, using sex-disaggregated data, the analysis demonstrates the negative employment
effects of the minimum wage adversely impact women more than men.
Originality/value – This is a first attempt to estimate the effect of the newly introduced national minimum
wage on employment in Mauritius. While the effects of a minimumwage vary across different segments of the
economy, this study adopts a gender perspective by comparing the impact of the minimumwage on male and
female employment.
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1. Introduction
Globalization has profound effects on the labor market in terms of expanding job
opportunities as well as boosting real wages. While many developed countries have reaped
the benefits of global integration, developing countries are still struggling to improve their
labor market conditions and reduce poverty. In view of reducing wage inequality and
improve livelihoods of workers, many developing economies are introducing or increasing
their national minimum wage, which aims to protect workers at the lowest end of the wage
spectrum, who are either less educated or low skilled or both.

The empirical evidence assessing the impact of minimum wage on employment remains
inconclusive across both developed and developing countries. The standard neoclassical
theory predicts that under perfect competition, an increase in minimum wage above market
clearing rates will lead to unemployment (Zucker, 1973; Carter, 1978; Clemens and Wither,
2019; Kawaguchi and Mori, 2021). However, Card (1992), Card and Krueguer (1994),
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Stewart (2004) and Bonin et al. (2019) showed that minimum wage increases may not
necessarily harm employment. This line of research triggered a reassessment of the existing
underlying minimum wage theory to reconcile the conflicting results. For instance, Schmitz
(2017) analyzed the introduction of statutory national minimum wage on employment in
Germany and reveals that minimumwage has considerable negative effects on employment,
whereas Bonin et al. (2019) undertook a similar analysis that demonstrates that the minimum
wage has no statistically significant effect on employment in Germany.

There is extensive empirical literature on the employment effects of minimum wage.
However, it is more focused on developed countries, with only a few recent studies on
developing countries, with mixed results. For example, Neumark and Corella (2020) observed
that minimum wage exerted substantial negative effects on employment in developing
countries, butWang andGunderson (2018) concluded thatminimumwage did not impart any
adverse effect on employment of low-skilled individual in China. In particular, studies related
to Africa are relatively scant. Andal�on and Pag�es (2008) assessed the effect of minimumwage
legislation in Kenya and observed that an increase in the minimumwagewas associated with
a decline in the share of formal employment and increase in self-employment. By contrast,
Asmal et al. (2018) analyzed the employment effect of minimum wage in Mauritius by
considering various remuneration orders for the years 2004–2014 on employment and
concluded that minimum wage had a marginal positive effect on employment in the covered
sector, with an estimated employment elasticity of 0.113.

Since its independence, Mauritius has witnessed effective economic development
grounded on a well-functioning market economy and a democratic political system. The
country has achieved high rankings in several global indices; for instance, it ranks first in
Africa and 13th out of 190 countries in the ease-of-doing business (World Bank, 2020).
Moreover, in terms of overall effective governance in Africa, Mauritius has been maintaining
its first position. Further, less than 1% of the population lives on less than US$1.25 per day
(PPP) and the proportion of households below the relative poverty line, set at half of median
household income per adult equivalent, has remained steady at 9.4% since 2012 (Statistics
Mauritius, 2018). The Gini coefficient decreased from 0.414 to 0.400 from 2012 to 2017,
indicating of an improvement in income equality (Statistics Mauritius, 2018).

Though Mauritius has made significant progress on the economic front, unemployment
remains a major challenge. In 2019, the Mauritian labor force numbered 591,000, and the
overall unemployment rate stood at 7.2%. In the same year, female unemployment (11.1%)
substantially exceeded male unemployment (4.9%) (Statistics Mauritius (2020a). Apart from
their being more numerous among the ranks of the unemployed, women earn an average
monthly income (US$1,131) appreciably lower than that enjoyed by men (US$1,486)
(Statistics Mauritius, 2020b). During the year 2017, about 7% of workers took home, a salary
less than US$474 (National Wage Consultative Council, 2017). With the salutary aim of
raising incomes of low-wage workers and improving their standards of living, irrespective of
gender, the national minimum wage was introduced in 2018. Notably, this study attempts to
assess the gender effects of the introduction of the national minimumwage on employment in
Mauritius.

Previously, there was neither a single wage system in Mauritius nor a common
minimumwage for various occupations across sectors. In Mauritius, wage setting, in terms
of institutional mechanism, is dual: the Pay Research Bureau (PRB) establishes wages in the
public sector, while the National Remuneration Board (NRB) sets wages for the private
sector through remuneration orders. In its attempt to reduce wage inequality and poverty,
as well as to improve the livelihoods of workers, the authorities introduced a nationwide
statutory minimum wage of US$503 (MUR8,500) that spans to all sectors of the economy in
the year 2018. Although the statutory minimum wage applies to all employees aged over
16 years, the threshold level varies for some categories of workers; for instance, in Export
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Processing Zone, the monthly minimum wage is US$473. Likewise, workers on accredited
training, or on apprenticeship, with no job experience, are entitled a monthly salary of
just US$463.

To the best of our knowledge, scholarly discussion of the employment effects of the
minimumwage on employment is very scant forMauritius. Asmal et al. (2018) focused almost
exclusively on the implications on employment of remuneration orders effectuated prior to
the imposition of the national minimum wage in Mauritius. The intellectual contribution of
this paper to the literature on the macro-economic effects of the minimum wage on
employment is threefold. First, it develops a conceptual framework extending the labor–
leisure model of Blundell et al. (2007) by incorporating minimum wage as an important
variable influencing employment. In the backdrop of this conceptual model, second, the
paper, using the difference-in-difference (DiD) method, sheds light on the direct impact of the
national minimum wage on overall employment. Mauritius serves as a case study of the
employment effects of the imposition of the national minimum wage in a resource-scarce
economy where the only available resource is human capital. Third, the paper adopts a
gender perspective by probing into the impact of the minimum wage on male and female
employment.

This paper is structured as follows: Section 2 reviews the existing theoretical and
empirical literature and explains the conceptual framework. Section 3 sets out the data and
methodology used. Section 4 analyzes the findings, and we finally conclude in Section 5 with
relevant policy implications.

2. Literature survey
The employment effects of the minimum wage have stimulated a vast body of academic
literature (Schmitt, 2013). The neoclassical theory predicts that under perfect competition, an
increase in minimum wage above market clearing rates will lead to unemployment. While in
other labor market conditions like monopsony, the employer has market power in employing
a particular type of labor and can hold the price of labor at low levels. In the presence of a
minimum wage, the firm is compelled to pay the legally bounded minimum wage and incurs
higher labor costs.

Recently concluded research has reopened the debate about the appropriate theoretical
description of the labor market, with some of the empirical research rejecting the competitive
model in favor of other formulations incorporating efficiency wage theory or the job search
model (Basu and Felkey, 2009; Ahn et al., 2011; Walsh, 2012). In the efficiency wage theory,
Rebitzer and Taylor (1995) advanced that increase in minimum wage will reduce the relative
attractiveness of jobs that are paid slightly above the minimum wage and render jobs that
were formerly paid below the minimum relatively more attractive. Therefore, increase in
wages above the minimum wage acts as an instrument to increase the scope for selection, to
reduce shirking as well as labor turnover and to improvemorale and discipline. In addition, in
the job search theory, Burdett and Mortensen (1998) assumed that workers do not have
perfect information about all potential job opportunities in the labor market, and acceptance
or rejection of job offers are made by individuals acting in isolation.

Seminal empirical works like Katz and Krueger (1992) advanced the proposition that
increases in the federal minimum wage in Texas has led to increase in employment in those
firms likely to have been most affected by increases in minimum wage. These findings were
further supported by Card and Krueguer (1994) who demonstrated that the restaurants
affected by the minimum wage in New Jersey increased their employment. However,
Neumark and Wascher (1995a), using the DiD technique on payroll data, found opposite
results with a statistically significant negative relationship between minimum wage and
employment.
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It is axiomatic that low-wage sectors of the economy are more affected by the minimum
wage than high-wage sectors. Machin et al. (2003) studied the effect of the minimumwage on
wages and employment in the residential home care industry in the UK and observed that
minimumwage, while increasing the wages of a large number of care home workers, reduced
employment. In the same line of thought, Stewart (2004), applying DiD techniques, analyzed
the effect of the introduction of minimum wage on employment across four demographic
groups: adult men and women as well as young men and women. The latter observed the
absence of any significant adverse employment effect in the UK which is in contradiction to
the result of Machin et al. (2003), whose study, albeit, focused on the domestic care sector.
However, Sturn (2018) found little evidence on the effects of minimum wage rates on
employment of female low-skilled workers. With the imposition of the 2015 national
minimum wage in Germany, Schmitz (2017) indicated that minimum wage has had
considerable negative effects on employment. Similar findings had also been obtained by
Caliendoa et al. (2018), who examined the short-term employment effects of the newly
introduced minimum wage in Germany. However, Bonin et al. (2019) examined the
employment effects of the introduction of German statutory minimum wage and
demonstrated that there was no statistically significant effect on regular employment.

Across developed nations, the campaign for a minimum wage has been growing and,
recently, it has started to proliferate among developing countries – in turn, eliciting academic
research activity on the effects of the minimum wage in various developing countries. For
instance, Gindling and Terrell (2009) observed that higher minimum wage may increase
unemployment in Honduras. Further, Del Carpio et al. (2015) indicated that the employment
effects of minimum wage hikes were negative, and these effects were more pronounced
among small firms and for less-educated employees and female workers. Fang and Lin (2015)
used country-level minimum wage data combined with urban household survey micro-
dataset to re-evaluate the employment effects of minimumwage changes in China from 2002
to 2009. Their results showed that minimum wage changes led to significant adverse effects
on employment in the Eastern and Central regions of China – with negative employment
effects dispersed across women, young adults and low-skilled workers.

Incipient empirical studies on Africa can be traced back to Bhorat et al. (2014) who, using
the DiD model, analyzed the impact of the introduction of a minimum wage law within the
agricultural sector in South Africa for the period 2000 to 2007. These results suggest that
there is a significant reduction in employment in the agriculture sector but no significant
change in hours of work following the introduction of the minimum wage.

From the above brief survey of the literature, it is evident that, while studies relating to the
employment effect ofminimumwage are legion, but no consensus, across both developed and
developing countries can be identified in terms of that effect. Thus, this study aims to provide
additional perspective on that effect from the side of a small, resource-poor developing nation,
Mauritius.

3. Conceptual framework
The conceptual framework is derived from the neoclassical labor–leisure model of Blundell
et al. (2007) where the individual maximizes utility subject to time and wage constraints.
Assuming that a rational individual has a utility function UðC; LÞ, where C represents
consumption of goods measured in a monetary unit and L represents leisure hours. The
higher the level of U, the greater is the satisfaction of the individual. We assume that buying
more goods or having more leisure hours both increase the person’s utility, and C and L are
“goods,” not “bads.”

The partial derivatives of the utility function are Uc ¼ vU
vC

> 0 and UL ¼ vU
vl

> 0.
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The individual faces a budget constraint, which comprises of time factor and wages, and
this is represented as:

C ¼ w ðT � LÞ þ V (1)

where:

T – total hours available in the time period under analysis (and assumed constant);

w – wage rate; and

V – other income.

Rewriting equation (1) with wages on the left hand side:

cþ wL ¼ wT þ V (2)

The individual’s full income is given by wT þ V and represents how much money the
individual would have if he or she were to work every available hour. Full income is spent
either on consumption or on leisure. The budget constraint shows that each hour of leisure
requires the expenditure of w monetary units. Hence, the price of leisure is w.

Thus, the individual maximizes utility subject to the budget constraint:
The Lagrangian function is set up as follows:

Max Ω ¼ UðC; LÞ þ λ ðwT þ V � C � wLÞ (3)

The first-order conditions are as follows:

vΩ
vC

¼ Uc � λ ¼ 0 (4)

vΩ
vL

¼ Ul � λw ¼ 0 (5)

vΩ
vλ

¼ wT þ V � C � wL ¼ 0 (6)

By solving equations (4) and (5), the wage rate is equal to the ratio of the marginal utilities,
which are affected by age, sex, education level, marital status, leisure and income.

w ¼ Ul

Uc

(7)

wT þ V � C � wL ¼ 0

L ¼ wT þ V � C

w
(8)

Equation (8) shows that labor is dependent on wage rate, which is affected by age, sex,
education level, marital status, leisure and income. Neumark andWascher (1995b) points out
that utility may be influenced by other factors such as age, sex, work experience, family size
and family income, as reflected in equation (9). Therefore, utility is the dependent variable
estimated on a set of explanatory variables X, which considers both individual- and sector-
wise dimensions:

Uj
kt ¼ β0 þMWj

k;tβj þ Xj
k;tλj þ εjkt (9)
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Uj
ikt – employment activity for individual i;

MWj
k;tβj – minimum wage;

Xj
k;tλj – the vector of individual characteristics (age, sex, education level, marital status,

leisure and income); and

εjkt – error term.

Therefore, the explicit model predicting the probability of being employed will be given as:

lnðlÞ ¼ ln
�
β0 þMWj

k;tβj þ Xj
k;tλj þ Z j

k;tαj þ εjkt
�

(10)

Equation (10) assumes that an individual chooses among a series of alternatives, with each
choice being subject to both endogenous and exogenous variables and other individual-
specific unobserved effects. It shows that the labor hours are a function of minimum wages
and other control variables such as age, sex, education level, marital status, leisure and
income.

4. Data and methodology
4.1 Data source
This study uses micro data from the Continuous Multi-Purpose Household Survey (CMPHS)
of 2017–2019. The CMPHS is a monthly survey and provides statistical information on the
social and economic characteristics of the population of the Republic of Mauritius. It is a
nationally representative survey that covers 12,000 households and 40,000 individuals each
year and contains detailed information on individual and household characteristics,
including a detailed labor market module. For this study, information on employment is
drawn from the labor force component for working age individuals. The survey has a rotating
panel structure, and the individuals are interviewed face-to-face, four times, over a period of
two years.

The same individuals have been selected and matched over a period of two years. The
household is grouped in various rotations, and the same household is interviewed four times
over two years. In some cases, where the individual dies or the household has shifted to
another area, it is replaced by a new household. To ensure that the same initial household is
chosen in the same rotation in each period, the new household is removed in the initial sample.
The households are assigned a unique household number in the same rotation group, and
then the households and the details of the individuals are matched from the first period to the
next period. The demographic characteristics of these individuals are observed from
September 2017 to March 2019. As the minimum legal working age in Mauritius is 16 years,
individuals aged between 16 and 65 years are selected from the matched sample of household
for the analysis.

4.2 Difference-in-difference estimation
The DiD estimation is used to approximate the effects of specific policy interventions that
have differential impacts on varied segments of the population. Time is an important factor,
and individuals are considered in two time periods, t 5 0 and 1, where 0 indicates a time
period before the policy intervention, i.e. pre-treatment, and 1 indicates a time period after the
intervention period, i.e. post-treatment. There are two groups of individuals, namely, the
“control group,”which consists of individuals who are not affected by the policy change and
remain untreated at the two different points in time, whereas a “treatment group” refers to the
group that received the treatment and then is treated at the second period.
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With the introduction of theminimumwage at the beginning of 2018, a sharp rise inwages
is expected, especially for those individuals who are at the bottom of the wage spectrum. The
starting point of the DiD technique is that, other things being equal, it is expected that the
group of workers whose wages were raised to comply with the new minimum wage will be
more affected than the group at the higher end of thewage spectrum.Workerswhose incomes
were raised with the introduction of minimum wage become the treatment group, and those
workers whose incomes already exceeded the minimum wage threshold form part of the
control group. These two groups cannot be directly compared as the identification of any
casual effect or observation would not be possible because, even in the absence of the
minimum wage, the workers at the lower end of the wage spectrum demonstrate lower
probabilities of employment. Thus, within the DiD framework, the difference between the two
groups after and before the introduction of minimum wage is compared.

A simple DID regression is illustrated below where y is the outcome:

y ¼ β0 þ β1ðTreatmentÞ þ β2ðTimeÞ þ β3 δðTime *TreatmentÞ þ εi

where:

β0 – constant term;

β1 – treatment group specific effect (to account for average permanent differences between
treatment and control before the intervention);

β2 – time trend in the control group;

β3 – true effect of treatment (DiD estimate); AND

εi − error term.

Based on the conceptual framework, the same methodology espoused by Card (1992) and
Neumark and Wascher (1995a) is used in the current study to estimate the employment
effects of minimum wage. This is as follows:

Eit ¼ αþ β1MWit þ β2Xit þ θi þ τt þ εit;

where Eit is the main dependent variable, which indicates whether the individual is employed
in the survey year. The key independent variable is MWit, which represents the minimum
wage, and β1 is the key parameter of interest, the DiD estimator. θi represents the time-
invariant factor that captures any unmeasured differences in individuals that are fixed across
time, and τt captures a time trend common to all individuals. Table 1 summarizes the
variables used in the regression analysis.

5. Findings and discussions
5.1 Minimum wage effect on overall employment
Table 2 shows the means of the key variables before and after the introduction of the national
minimum wage. The treatment group includes individuals who were earning less than the
minimum wage whose income increased following the intervention, whereas the control
group consists of workers who were already earning more than the minimum wage. The
variable employed indicates whether the individual was working at the time of the survey
and takes a value of 1 if he or she wasworking, or else 0. The table below shows that themean
of people who were working and earning less than the minimum wage threshold of MUR
8,500 (treatment group) has reduced from 0.9 to 0.4, whereas the mean of the control group
has seen a slight increase from 0.4 to 0.5. This indicates that more people are benefitting from
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the higherminimumwage. Regarding the control variables, there have beenminimal changes
in the mean.

Table 3 presents the marginal effects of the introduction of minimum wage with control
andwithout control variables, where the dependent variable is the probability of employment
following the introduction of the minimumwage. The treatment is a dummy variable coded 1
for the group that receives the treatment, and 0 otherwise, and shows the difference in the two
groups before the introduction of theminimumwage. In both regressions, the treatment effect
has a positive and statistically significant impact on the probability of employment and

Variables Description
Expected
sign

MWit Minimum wage Negative
Xit Set of control variables comprising of
Age Continuous variable and refers to number of years of the individual Positive
Agesquare Reflects experience and shows relationship between age and wage Positive
Marital
status

Indicates whether the worker is married, single or one parent (which includes
divorced, separated or widowed)

Negative

Gender Denotes gender of the individual and takes the value of 1 if the worker is male
and 0 if female

Negative

Education Captures the actual years of schooling, which pertains to whether the
individual has primary education or primary and secondary education, or
primary, secondary and tertiary education. The level of acquired education is
as per the national standard classification of education (NSCED-97)

Positive

Urban area Refers to town and rural areas relates to the villages and if the individual
resides in town, it takes the value of 1 and 0 if it is in rural

Positive

Source(s): Authors’ Compilation

Variables
Before introduction of minimum wage After introduction of minimum wage
Treatment group Control group Treatment group Control group

Employed 0.889 (0.314) 0.400 (0.490) 0.403 (0.491) 0.491 (0.500)
Age 43.538 (15.249) 36.782 (22.076) 38.472 (27.748) 38.109 (20.910)
Agesquare 2,127.22 (1,371.54) 1,839.93 (1,785.52) 1,997.31 (1,833.30) 1,889.338

1,715.764
Gender 0.473 (0.500) 0.525 (0.500) 0.475 (0.500) 0.535 (0.499)
Married 0.618 (0.487) 0.460 (0.499) 0.446 (0.497) 0.480 (0.500)
One parent 0.164 (0.371) 0.099 (0.298) 0.145 (0.352) 0.097 (0.300)
Single 0.218 (0.413) 0.442 (0.497) 0.377 (0.484) 0.406 (0.491)
Basic primary
education

0.145 (0 0.352) 0.139 (0.346) 0.150 (0.357) 0.115 (0.319)

Basic secondary
education

0.259 (0.439) 0.230 (0.421) 0.246 (0.431) 0.226 (0.418)

Prevocational 0.050 (0.217) 0.033 (0.179) 0.035 (0.184) 0.0403 (0.197)
Post-secondary
education

0.046 (0.209) 0.077 (0.267) 0.087 (0.282) 0.113 (0.317)

Degree 0.015 (0.123) 0.066 (0.249) 0.04 (0.065) 0.057 (0.231)
Masters 0.004 (0.062) 0.013 (0.111) 0.001 (0.035) 0.014 (0.111)
Urban 0.214 (0.411) 0.238 (0.426) 0.222 (0.415) 0.240 (0.427)
Number of observations 262 1,510 1,652 3,664

Source(s): Author’s computation from CMPHS data (2017–2019), Statistics Mauritius
Note(s): Standard errors (in brackets) are reported above

Table 1.
Description of the
variables

Table 2.
Mean of key variables
before and after
introduction of
minimum wage
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shows that at the baseline before the minimum wage introduction, the probability of
employment in the treatment group is 0.627 greater than the control group. The time variable
shows the pure effect of the passage of time in the absence of the actual interventionwhere the
probability of being employed is 0.089 for the control group.

The DiD indicator, which is the main variable of interest, shows that there is a statistically
negative relationship between minimum wage and employment. More precisely, the
regression results with the control variables show that the probability that the individuals in
the treatment group remain employed is 0.525 lower following the introduction of minimum
wage than those in the control group and supports the predictions of the neoclassical model
embodied in Kawaguchi and Mori (2021). However, it contradicts the findings of Asmal et al.
(2018) who noted that minimum wages have a positive effect on employment. The
contradictory results can be attributed to the fact that the latter considered various
remuneration orders as minimumwages, whereas, in the current paper, the newly introduced
national minimum wage as the policy intervention impacting employment levels is adopted.
Moreover, the two-stage regression used by Asmal et al. (2018) departs from the DiD
technique used in the current study to measure the effect of the national minimum wage on
employment. The results in the current study comport with those of other studies on the
macroeconomic effects of the introduction of minimum wages in developing countries,
Gindling andTerrell (2009) aswell asGrau and Landerretche (2011) who observed that higher
minimum wages have significant negative effects on the probability of staying employed in
developing countries. The negative employment effect can be explained by the fact that there
have been structural changes in the Mauritian economy from agricultural to service-based
sectors concomitant with various technological innovations increasing the demand for more
highly skilled workers, hence reducing demand for low-skilled and less-educated workers.

The age of a person is included as age encapsulates the evolution of preferences of a
worker throughout the life cycle; moreover, age reflects potential experience, knowledge and
skills (Collet and Legros, 2016). The results in Table 3 show that age has a statistically
significant and positive effect on employment, where one additional year increases the
probability of staying employed by 0.085. On the other hand, the agesquare variable has a

Variable (1) – without control variables (2) – with control variables

DIDðβ1Þ �0.542 (0.026)*** �0.525 (0.026)***
TreatmentðθiÞ 0.532 (0.016)*** 0.627 (0.033)***
TimeðτtÞ 0.0914 (0.016)*** 0.089 (0.019)***
Age – 0.085 (0.003) ***
Agesquare – �0.001 (0.0002) ***
Gender – 0.354 (0.015) ***
Married – 0.133 (0.024)***
Oneparent – 0.109 (0.036)***
Basic primary education – �0.089 (0.030)***
Basic secondary education – �0.038 (0.184)*
Prevocational – 0.062 (0.041)
Post-secondary education – 0.192 (0.025)***
Degree – 0.202 (0.034)***
Masters – 0.219 (0.078)***
Urban – 0.054 (0.019)***
Number of observations 6,148 6,148

Source(s): Author’s computation from CMPHS data (2017–2019), Statistics Mauritius
Note(s): Marginal effects and standard errors (in brackets) are reported above. ***1% significance level,
**5% significance level, *10% significance level

Table 3.
Marginal effects of
minimum wage on
overall employment
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small significant negative impact on employment, indicating a non-linear relationship
between age and employment. Asworkers age, their propensity to opt out of the labormarket
increased for various reasons, due to health issues, family commitments or retirement. These
results accordwith predictions of the life cycle models of labor supply. For example, Jia (2014)
observed that age has a positive effect, whereas agesquare has a negative effect on
employment in China. The results also show that gender matters; more precisely, being male
increases the probability of employment by 0.354 compared to being female, reflective of a
gender bias.

Marriage conceptualizes the gender roles in society and has a significant impact on the
labor force (Ogletree, 2015). The results indicate that marital status has significant positive
impact on the probability of staying employed. The marginal effect of a married person
remaining employed with the introduction of a minimum wage increases by 0.103 and 0.109
for a single parent. Similarly, Avner and Robert (2007) observe that marital status has a
positive effect on employment and wage rates and, hence, increases the probability of
remaining employed as there is an increase in marriage-induced gains in hours worked upon
entering marriage. Furthermore, the results highlight that, with the introduction of the
national minimum wage, the probability that a person with basic primary and secondary
education remains employed is reduced by 0.089 and 0.038, respectively. By contrast, post-
secondary and tertiary education have significant positive effects on employment as, with
additional years of schooling, the individual becomesmore skilled. The results are in linewith
those of Wang and Khan (2021), who observed that people with higher levels of education
weremore likely to be employed than thosewho have less or no education. Structural changes
in the Mauritian economy from an agricultural to a service economy have driven the demand
for more educated and skilled workers. Moreover, the urban variable is significantly positive,
indicating that if a worker lives in towns, the probability of being employed increases by
0.054. Such findings comport with those of Mlatsheni and Ranchhod (2016), who observe that
location plays an important role in employment with those living in urban areas are far more
likely to be employed.

5.2 Minimum wage effect male and female employment
Mauritius is often considered a model of development as there has been substantial progress
on social equality and poverty reduction, yet unemployment remains a major challenge
(International Monetary Fund, 2020). During the year 2020, the overall unemployment
hovered around 6.7% but evincing a stark gender gap: male unemployment (4.4%) paling
before female unemployment (10.2%) (Statistics Mauritius, 2020a). The female labor force
participation rate (46.2%) substantially trails that for men (73.1%). Notwithstanding a rise in
female labor force participation since independence, yet the gender gap in theMauritian labor
market remains a major concern (Tandrayen-Ragoobur and Pydayya, 2015; Tandrayen-
Ragoobur and Gokulsing, 2021). Gaddis and Ranzani (2020) observed that women shoulder
the double burden of paid and unpaid work in terms of vocational overlapping with domestic
care responsibilities; this double burden contributes to the low participation of women in the
Mauritian labor market. Table 4 presents the marginal effects of the introduction of the
minimum wage on employment of men and women aged between 16 and 65 years.

For both sexes, the DiD estimate shows that the introduction of the minimum wage has
significant negative effects on employment. Interestingly, the probability that males in the
treatment group remain employed is 0.425 lower, following the introduction of minimum
wage than for that in the control group and for females; however, that probability registers at
just 0.547 lower. The results coincide with those of Suryahadi et al. (2003) and Del Carpio et al.
(2015), who noted a negative relationship betweenminimumwage and female employment in
Indonesia.
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Nonetheless, the treatment and time variables show that minimumwages can exert a positive
effect on employment. The treatment effect indicates that, prior to the introduction of the
minimum wage; the probability of employment of a male in the treatment group is 0.211
greater than the control group, whereas, respectively, it is 0.702 for a female. The time
variable is statistically significant irrespective of gender but implies that, in the absence of the
minimum wage, the probability of a male being employed is 0.048, as opposed to 0.138 for a
female worker in the control group.

Often viewed as an indicator of a set of skills, knowledge and experience accumulated over
the years, age serves as an important driver of labor participation (Barker, 2015). The results
show that age has a statistically significant positive effect on employment for both sexes.
Interestingly, one year of increase in age enhances the probability that amale worker remains
employed by 0.074, and female worker remains employed by 0.086. By contrast, the results in
this current study show that agesquare has a statistically marginal impact on the probability
of remaining employed for bothmale and female inMauritius. The results indicate that, while
a significant positive effect on continuity in employment accrues for men who are married or
who constitute a one-parent family, the opposite manifests for married women for whom a
significant negative effect on employment is revealed. Such findings are echoed by Janse van
Rensburg et al. (2019), who observed that married women are less likely to be employed,
whereas men are more likely to be employed when they are married. Married and single
mothers have to shoulder childcare and other unpaid care responsibilities, which often act as
an opportunity cost to participate in the labor market. Issues of transportation to and from
work, in addition to transport costs involved in seeking work, appear to be more burdensome
on female than male workers in as much as the urban variable is significantly positive for
female workers, indicating that location variable is important for women.

Educational level is an important factor in income distribution and defines the level of
income that an individual receives (Adeosun and Owolabi, 2021). The results indicate that
primary education has a significant negative effect on both male and female employment,
indicative of the difficulty that a person with only a primary schooling will experience in
attempting to find a job. This observation is in line with the findings of Francesconi et al.
(2000), who associated higher risks of unemployment with lesser-educated workers.

Variable Male Female

DIDðβ1Þ �0.425 (0.085)*** �0.547 (0.038)***
TreatmentðθiÞ 0.211 (0.042)*** 0.702 (0.040)***
TimeðτtÞ 0.048 (0.023)** 0.138 (0.027)***
Age 0.074 (0.004)*** 0.086 (0.004)***
Agesquare �0.001 (0.0005)*** �0.001 (0.0008)***
Married 0.264 (0.029)*** �0.082 (0.04)**
Oneparent 0.113 (0.033)** �0.067 (0.045)*
Basic primary education �0.129 (0.048)*** �0.084 (0.046)*
Basic secondary education 0.015 (0.022) �0.019 (0.028)
Prevocational 0.154 (0.023)*** �0.141 (0.061)*
Post-secondary education 0.045 (0.024)*** 0.271 (0.034)***
Degree �0.009 (0.036) 0.308 (0.042)***
Masters 0.002 (0.099) 0.230 (0.098)**
Urban 0.002 (0.022) 0.069 (0.021)**
Number of observations 2,576 2,405

Source(s): Author’s computation from CMPHS data (2017–2019), Statistics Mauritius
Note(s): Marginal effects and standard errors (in brackets) are reported above. ***1% significance level,
**5% significance level, *10% significance level

Table 4.
Marginal effects of
minimum wage on
male and female

employment
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Moreover, the human capital theory posits that increasing investment in education stimulates
employment opportunities (Chen and Wu, 2007) and explains why the Government of
Mauritius has invested massively in the education sector with education, compulsory till the
age of 16, free from primary to tertiary levels. At the tertiary level, curiously, the impact of the
introduction of a minimum wage on male workers is insignificant, while positive and
significant on female workers. This might partially be ascribed to “creeping” or derivative
glass ceiling effects, in which women may feel compelled to settle for jobs for which they are
over-qualified. Alternatively, women may simply be more prone than men to labor market
mismatches where the qualifications of the workers do not match job requirements.

6. Conclusion and policy recommendations
As the Mauritian government opted to introduce a minimum wage, it presented an excellent
opportunity to analyze its effect on employment from a gender perspective in a resource-poor
economy dependent on its human capital for its economic prosperity. Derivation of the
minimum wage and employment equations proceeded from an elaboration of the theoretical
framework of the labor–leisuremodel of Blundell et al. (2007). Examination of whether (or not)
the introduction ofminimumwage increases the probability of employment is centered on the
utilization of regression equations embedding DiD technique using data drawn from
the CMPHS.

Overall, the results are in line with the findings of empirical studies employing the
neoclassical model (Andal�on and Pag�es, 2008; Brown et al., 1983; Neumark and Wascher,
1995b; Suryahadi et al., 2003) where the introduction of the minimum wage reduces
employment to a statistically significant extent. Following the introduction of minimum
wage, the probability of retaining employment for workers earning less than the minimum
wage is 0.525 lower compared to those workers whose salary already exceeded the threshold
level. Transformation of the Mauritian economy from an agriculture-predominant to a
service-predominant economy most likely served to inflate the “cost” of diminished
employment retention incurredwith the introduction of theminimumwage in asmuch as, in a
service-predominant economy, a premium is placed on high-skilled workers. Low-skill
workers have in effect been “priced out” of the Mauritian economy with the introduction of
the minimum wage and structural changes in the economy. The manufacturing sector is a
very dynamic and dominant sector in the Mauritian economy, but it faces many challenges
such as high cost of labor and lack of trained personnel. However, if the manufacturing sector
in the domestic economywould have been more buoyant, in so far as absorbing the increased
wage bill afforded by a minimum wage exhibiting, presumably, wage elasticity less than
unity, the unemployment effect could have been curbed.

In terms of gender, the negative employment effect is more pronounced among female
thanmale workers. This is explained by the over representation of women in low-paid sectors
such as export processing and in pink-collar jobs (Tandrayen-Ragoobur and Pydayya, 2015).
Mauritianwomen also encounter various social and cultural barriers together with household
and childcare responsibilities (Gaddis and Ranzani, 2020). These results broadly comport
with those of Fang and Lin (2015), who, drawing on a household micro-dataset in China,
observed that the minimum wage changes induced significant adverse effects on
employment in the Eastern and Central regions of China, with sharp negative employment
effects on women and low-skilled workers.

Given the limited presence of complementary policies to support re-integration of women
in the labor market, the results imply that the introduction of minimum wage in Mauritius
was a setback for erosion of the gender divide. That is particularly evident in comparing
male/female employment retention rates in married and one-parent households after
minimum wage introduction: 0.264/0.082 and 0.113/0.067, respectively.
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Aberrantly, the minimum wage, however, well intentioned, backfired in terms of its
originally set objectives revolving around the protection of employment and the raising of the
standard of living of the lowest paidworkers. Before the introduction of theminimumwage, it
would have behooved the Mauritian government to have skilled up lower-educated workers
given that, relative to their more educated cohorts, the incremental probability of workers
with only a primary school and secondary school level losing their jobs stands at 0.089 and
0.038, respectively. In effect, this case study on the introduction of the minimum wage in
Mauritius is a cautionary tale for similarly structured economies, with pronounced service
sectors but miniscule manufacturing sectors. A gender-sensitive approach to the effects of
minimumwage must be adopted by the authorities to ensure that there is equal participation
of men andwomen in the workforce, and as such, reduce the vulnerability of women to loss of
employment.

A better way to foster increases in wage rates would revolve around skilling-up, through
vocational training, low-skilled and less-educated workers so that market forces work to
increase wage rates to attract more productiveworkers. Strategiesmust be geared toward the
promotion and monitoring of equal access to such training programs for both women and
men so as to ensure that both sexes benefit from equality of opportunities in entering the
labor market. In addition, skilling-up can also be fostered by increasing the mandatory
number of years of schooling, above 16 years of age, given that, for increase in age, the
incremental probability of remaining employed is 0.074 formale workers and 0.086 for female
workers.

Of course, that the current paper focuses on the short-term impact on employment in
Mauritius after the introduction of theminimumwage using data drawn from the years 2017–
2019 opens a further avenue of research, as data become available, on its long-term impact
over a more extensive period of time following introduction of the minimum wage. Future
research may also pay heed to how the minimum wage may affect non-wage aspects of
employment such as hours of work and working conditions. Observing to what extent and
how employers offset the effect of minimum wages, for instance, by reducing their non-wage
benefits, increase the price of output or by altering the nature of the work are potential
research areas to be explored.
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