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“If income mobility were very high, the 

degree of inequality in any given year 

would be unimportant, because the 

distribution of lifetime income would  

be very even. . . . An increase in income 

mobility tends to make the distribution 

of lifetime income more equal.”
PAUL KRUGMAN (1992, 28)

“Higher income inequality would be  

less of a concern if low-income earners 

became high-income earners at some 

point in their career, or if children of  

low-income parents had a good chance

of climbing up the income scales when 

they grow up. In other words, if we had a 

high degree of income mobility, we would 

be less concerned about the degree of 

inequality in any given year.”

ALAN KRUEGER (2012, 3)
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Introduction

O
ver the last decade, steady economic growth has placed Mauritius solidly in the upper middle 

income group and has contributed to further reducing poverty. Over the last 10 years, the Mauritian 

economy posted an average annual per capita growth of about 3.6 percent as it continued a process of 

structural transformation from traditional and low-skill sectors, such as agricultural and textile, towards 

services. Per capita GDP of $22,309 (measured in current international dollars) in 2017 is the 3rd highest in Africa 

and places Mauritius solidly in the upper middle income category. Measured against the $5.5 per day 2011 PPP line, 

poverty is estimated at 18.1 percent in 2012, well below the average of 34.4 percent among upper middle income 

countries and has declined from 20.3 percent in 2006/07.

Economic growth has been accompanied by an increase in income inequality, despite redistribution efforts by 

the Mauritian government. As measured by the Gini coefficient, inequality in Mauritius is comparable to the level of 

inequality in countries at a similar level of economic development (0.41) and moderate compared with the most unequal 

countries in the world, such as South Africa (0.63), Botswana (0.61) and Namibia (0.59).1 However, the inequality 

in Mauritius has widened substantially over the last 15 years. The World Bank (2017) shows that household income 

inequality has widened significantly from 0.36 in 2001 to 0.42 in 2015, particularly in the aftermath of the global 

economic downturn and terms-of-trade shock that hit Mauritius between 2008 and 2015. Rising inequality in 

household income from labor has been the main culprit behind the growth in overall income inequality, while the 

government’s efforts to redistribute the benefits of growth have helped reduce the pace of the increase.

A divergence in labor incomes due to skills shortages driven by structural transformation has been the single 

most important contributor to increasing inequality. The economy has experienced a progressive shift from 

traditional and low-skill sectors to services, notably professional, real estate, and financial services. This transformation 

has generated a considerable rise in the demand for skilled workers that has not been matched by an equally rapid 

increase in the supply of skilled workers, notwithstanding the substantial improvement in educational attainment 

1 Estimates are based on the latest available surveys from upper-middle-income countries (World Bank, Poverty and Equity database).
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among the population. As a consequence, high-skilled workers benefitted from considerably larger increase in 

wages compared with low-skilled workers.

This report sheds light on the extent to which earnings mobility and inequality of opportunity in access to the 

labor market have contributed to the increase in earnings inequality in Mauritius. Among the most important 

concerns about rising inequality is a situation where people become trapped in low-paying jobs and do not have 

the opportunity to improve their welfare through their own efforts. For this reason, this report takes a closer look 

at the extent and nature of earnings mobility and inequality of opportunity in the Mauritian labor market with the 

objective of addressing the following questions. Do low-paid workers catch up in earnings with high-paid workers 

who have the same characteristics? Which individual characteristics foster earnings mobility? To what extent do  

circumstances at birth affect the ability of an individual to access certain good job opportunities? The study finds 

that there is convergence in earnings’ growth over a period of 16 months. In other words, workers initially at the 

bottom of the earnings distribution enjoy a larger growth in earnings than workers initially at the top. The key to 

reconciling this finding with the growing inequality in earnings is that workers move along the earnings ladder over 

time. Workers initially at the bottom are not found at the bottom after one year because they move slightly upward 

and the opposite occurs for workers initially at the top. In addition, and interestingly from a policy perspective, the 

individual characteristics that are the main driver of the rise in inequality also hinder individual earnings mobility. 

Women and workers with low educational attainments not only face lower initial earnings, they also face more 

difficulty in catching up with high-paid workers. On the positive side, unequal access to opportunities in the labor 

market is moderate and has declined over time, particularly thanks to improvements in educational attainments. For 

these reasons, the role of inequality of opportunity in explaining the rise in earnings inequality is limited. However, 

women and youth are still considerably disadvantaged in accessing jobs and full-time jobs, in particular.
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Part I      Earnings Mobility

B
etween 2005 to 2015, earnings’ growth 

of low-paid workers converged towards 

that of the high-paid, suggesting the 

presence of earnings mobility. Data from 

the panel component of the Continuous Multipurpose 

Household Survey (CMPHS 2005–15) suggest that, 

between 2005 and 2015, workers at the bottom of the 

earnings distribution saw their income rise faster than 

those who started off with higher earnings.2 Workers 

starting with earnings in the first quintile of the 

distribution posted an average growth in earnings of 

about 24 percent or about Rupees 772 (Figure 1). By 

contrast, workers starting at the top (the 5th quintile) 

on average faced a reduction in earnings of about 

−15 percent, which corresponds to a median loss of 

Rupees 2,200 (Figure 1).3

2 The survey consists of an initial interview and three follow-ups: for example, a household interviewed in the first quarter of 2005 is then re-interviewed 
in the second quarter of 2005 and again in the first and second quarter of 2006. This allows to collect information about individuals over a 
maximum period of 16 months.
3 Earnings captured at one point in time might be affected by measurement error or transitory shocks. For this reason, the study also makes use of 
more permanent measures of earnings. First, an average of the earnings of individuals using information reported during the last three interviews is 
used instead of earnings reported in the first interview only. Second, predicted earnings are obtained taking advantage of variables that are predictors 
of a permanent advantage—such as age, educational attainment, gender, and household consumption—as a proxy for welfare. Estimates based 
on this adjusted measure of earnings indicate a median gain of about Rupees 473 for workers in the first quintile compared with a median loss of 
Rupees 515 for workers at the top. This corresponds to a change in earnings of about 9 percent at the bottom (the 1st quintile) and of –2 percent at 
the top (the 5th quintile).
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FIGURE 1  Percentage Changes in Earnings by Initial 
Earnings Quintile, 2005–15

Source: Based on data of the Continuous Multipurpose Household Survey,  
Statistics Mauritius.
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Catching up with the earnings of high-paid workers is more 

difficult for women. Among the individual characteristics for 

which data is available, gender and educational attainment are 

the most important drivers of earnings mobility for Mauritian 

workers.4 Conditional on the initial level of earnings, women 

experience less mobility than men with similar characteris-

tics (Figure 2, panel a). This could be ascribable to unequal 

treatment but might also be the result of traditional models of 

housework and family care where women bear more of these 

responsibilities. According to data collected by AfroBarome-

ter in 2017, over 7 in 10 Mauritians report that it is better for 

a family if a woman has the main responsibility of home and 

children care. Family-related activities compete with the labor 

market for women’s time and may lead women to seek less 

4 The analysis controls for a number of individual characteristics, including initial earnings, age, gender, educational attainment, district of residence, 
initial employment category, sector, occupation, and transitions across sectors between the initial and final period.
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FIGURE 2 Percentage Changes in Earnings by Gender and Educational Attainment, 2005–15

Source: Based on data of the Continuous Multipurpose Household Survey, Statistics Mauritius.
Note: Columns represent the predicted percentage change in earnings among men and women with tertiary education (panel a) and among workers at  
different educational levels (panel b) assuming that they have average characteristics in terms of initial earnings, age, district of residence, initial employment 
category, sector, occupation, and transitions across sectors between the initial and final period.



9OVERVIEW

competitive and less remunerative career paths in exchange for greater employment flexibility. On average, 

working women devote three times more of their day than working men to household chores and childcare: 3.8 

hours per day among working women compared with 1.2 hours per day among working men (CSO 2005).

Lower education also results in lower mobility. Conditional on the initial level of earnings, workers with lower 

educational attainments are found to catch up less with the earnings of better educated workers with similar  

characteristics (Figure 2, panel b). For example, workers with post-secondary or tertiary education have a larger 

percentage change in earnings (+26 percent) than identical workers with up to completed primary education.

Despite the convergence in earnings’ growth, inequality in earnings has continued to increase. The rise in earnings’ 

inequality observed over the last decade suggests that earnings at the bottom of the distribution have grown less than 

earnings at the top (Figure 3, red columns). At the same time, tracking workers over a period of 16 months shows that 

workers initially at the bottom of the distribution have experienced a larger increase in earnings than those initially at 

the top (Figure 3, blue columns). The key to understand the difference between these two findings is that workers  

at different points of the earnings distribution change 

over time, as workers move along the distribution. 

Workers initially at the bottom are not the same 

workers that are found at the bottom at the end of the 

period (16 months later) because they have moved 

slightly upward. The opposite is observed in the case 

of workers initially at the top. Therefore, inequality, 

which is a comparative static measure of the earnings 

gap between high and low-paid workers observed at 

each point in time, might be widening, while tracking 

individuals over time indicates that initially low-paid 

workers earn larger gains in earnings relative to the 

initially high-paid.

The development of skills in line with the changing 

economic landscape can further enhance mobility 

while reversing the increase in inequality. Workers 

with skills that are most demanded in the labor market 

not only start off with higher earnings, but they also 
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experience faster earnings growth. Therefore, policies targeted at developing skills that are in high demand have the 

potential to mitigate the increase in inequality and promote mobility. As a first step, a comprehensive assessment of cur-

rent and future needs of firms in terms of skills is needed and can help inform education curricula for the coming genera-

tion of workers. Training systems can help those who are already working adapt to the new demands of the labor market.

Family-friendly social policies are also key. While Mauritius has made remarkable progress in terms of closing gender 

education gaps, the returns to human capital investments will not materialize unless progress can be made in closing the 

gender pay gap in the labor market. This starts with helping women access the labor market and re-enter once they have 

children. Affordable childcare and eldercare as well as working-time regulations that promote flexibility can help in this 

regard. Awareness campaigns can help to shift norms on the employment of women in high-paying positions. Investing 

in career promotion and leadership development programs for women could help them prepare for private sector jobs. 

Tackling wage discrimination is another priority. Currently, the Mauritian public sector – where a modest wage discrim-

ination plays in favor of women – is most successful in attracting qualified women. If the private sector wants to 

attract a greater share of the growing number of well educated women, it needs to address wage discrimination.
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Part II      Inequality of 
Opportunity in the 
Labor Market

E
mployment rates do not always tell the full story on the availability of labor market opportunities in 

a country. Individuals might have a job but no labor market opportunities. For example, some individuals 

are willing to take any job even if the job profile does not match their skills because they cannot afford to 

be without one. Such individuals are recorded as employed in labor statistics, yet, in reality their labor 

market opportunities could be more constrained relative to individuals who are voluntarily unemployed. For example, 

individuals may choose to stay unemployed because they wait for better job opportunities to come along. They 

may do so because they can rely on other income sources and are not under pressure to find a job today. How-

ever, standard labor force surveys do not allow to identify voluntarily unemployment. In addition to a general 

employment indicator, based whether or not someone worked for at least 1 hour in the seven days preceding 

the interview, this study identifies the following labor market opportunities: employment full time (whether 

someone worked in the previous seven days for at least 40 hours), and wage employment (whether someone 

worked in the previous seven days for a wage or salary). The unemployed and those employed in jobs that do 

not have the desired characteristics are without a labor market opportunity. Inequality in access to labor market 

opportunities is measured by the extent to which such opportunities are available primarily to those born in  

privileged circumstances rather than being allocated to individuals based on skills and effort. This part of the 

study is based on data from the 2000 and 2011 Population Census because the census best captures variables 

that can be used as circumstances at birth.

Equality in access to labor market opportunities improved over time, largely thanks to better educational 

attainments across the population. Between 2000 and 2011, inequality in access to job opportunities declined  

for overall employment and wage employment (Figure 4, panel a and c). By contrast, such inequality increased 

moderately in the access to full-time employment from 5.1 to 6.2 (Figure 4, panel b). Such improvements are 
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ascribable to a growing proportion of society entering the retirement age and important investments in education 

that have created greater equality of opportunity for the next generation. These improvements in access to labor 

market opportunities are to be welcomed.

However, women and youth continue to suffer disproportionally from less access to jobs and to full-time jobs 

in particular. Age and education explain the largest share of inequality in the access to job opportunities (Figure 5). 

Men are more likely to access employment in general and full-time employment in particular (Figure 5). In 2016, 

the participation rate for men was as high as 89 percent versus 56 percent among women. Age is key to explaining 

differences in access to employment in general. This is in line with the high unemployment rates observed among 

FIGURE 4 Inequality in Access to Labor Market Opportunities, 2000 and 2011
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youth. At about 13 percent in 2016, youth unemployment (ages 16–34) is about twice as high as the average 

unemployment rate, and it reaches a peak of 20 percent among young women. Finally, educational attainment is 

extremely important to access wage employment because it is correlated with skills and employability, and it is an 

important factor affecting access to good-quality jobs. However, these have not been sufficient to mark a change in 

the upward trend in earnings inequality as some workers, particularly women, still suffer substantial gaps in earnings 

once they have access to the labor market.

Youth unemployment is a complex phenomenon that requires a two-pronged strategy. As explained in World 

Bank (2017), in Mauritius youth unemployment is the by-product of two main factors. It is ascribable to a reluctance 

among low skilled youth to take up jobs in certain sectors, particularly agriculture and export-oriented enterprises, 

because of the working conditions as well as the social status associated with being employed in these sectors. 

Based on a series of surveys conducted by the Mauritian Human Resources Development Council, employers report 

lack of adequate attitudes toward work, unfavorable conditions with respect to other sectors, unavailability to work 

in shifts or overtime or use flexible time arrangements, insufficient job security, or low wages as common attitudes 

among their younger employees. As a result, an increasing share of work permits is issued every year to attract 

foreign labor, which is then overwhelmingly employed in low-skilled occupations. Employers also report difficulties 

in finding people with proficiency in technical skills, suggesting that the Mauritian education system does not meet 

labor market demands.
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Evaluating and forecasting areas of 

growth and improving communica-

tion channels between education and 

workplace actors is key to promoting 

human resource development in line 

with the country’s economic trans-

formation. The capacity of evaluating 

and forecasting areas of growth is key 

to better prepare the work force of the 

future to changing labor demand needs. 

For example, the development of the 

ocean economy can be an expanding 

source of jobs and income, and, in the 

context of an aging population, health 

care and social care are areas that will 

continue growing in the years ahead. 

The provision of health care and care services is labor intensive and has therefore the potential to create jobs on a 

large scale that are less likely to be completely automatized as the technological revolution unfolds. Improving the 

communication between the education and training system and the labor market is also essential to develop human 

resources that possess the skills required in the economy in the future. This can help provide employers with the 

skills they look for and youth with what they need to take informed schooling decisions. For example, dual training 

systems have proved successful in facilitating the transition from school to work and in reducing youth unemploy-

ment in other countries. Such systems tend to be most successful when they involve an active cooperation between 

public institutions and the private sector.

Going forward a consolidation of employment programs and better integration with education policies will 

be required. Current youth employment programs are fragmented and in the absence of a central registry it is 

difficult to track if participants benefit from more than one scheme. This is most likely as some interventions overlap: 

there are, for example, several entrepreneurship schemes with similar target groups. In addition, the interventions 

are often disconnected from the demand. Many programs offer on-the-job or short class room training, yet they 

lack integration with job placement services. This calls for greater emphasis on comprehensive programming that 

combines on-the-job training, short classroom training, life-skills training, and labor market intermediation services 

and career guidance for participants.
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