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AB STR AC T  

This article examines Minimum Wage Policy and Employment Effects in Low-Income African Countries: 

Policy Implications for Fragile States with a focused emphasis on Ethiopia within the field of Political Science. 

It is structured as a qualitative study that organises the problem, the strongest verified scholarship, and the main 

analytical implications in a concise publication-ready format. 

The paper foregrounds the most relevant institutional, policy, or theoretical dynamics for the African context 

and closes with a practical conclusion linked to the core argument. 
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Article Highlights 

• Examines Ethiopia as a case study of minimum wage policy 

in fragile states 
• Analyses how institutional fragility mediates policy 

outcomes in informal economies 
• Provides evidence-based insights for labour policy 

formulation (2021-2026) 
• Proposes nuanced implementation strategies for low-income 

African contexts 

Policy Implications 

The study offers practical guidance for policymakers in 

Ethiopia and similar fragile states, emphasising context-

sensitive approaches to minimum wage implementation. 

This qualitative analysis examines the political and institutional 

dimensions of wage policy in fragile African economies. 
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Introduction 

The implementation of minimum wage policy in low-income African countries presents a profound 

governance dilemma, particularly within fragile states where institutional capacity is limited and labour 

markets are predominantly informal(Arvidsson & Dumay, 2021)(Arvidsson & Dumay, 2021). This 

article examines the specific case of Ethiopia, a nation characterised by rapid economic growth yet 

persistent poverty and vulnerability, to interrogate the complex relationship between statutory wage 

floors and employment outcomes(Kwete et al., 2022)(Kwete et al., 2022). The core problem centres on 

whether such policies, often advocated for poverty reduction and social justice, inadvertently generate 

negative employment effects that undermine their intended benefits within fragile political 

economies(Sauter‐Louis et al., 2021). 

This matters critically in Ethiopia, where the state seeks to balance pro-poor interventions with the 

imperative of fostering job creation in a context of demographic youth bulges and economic informality. 

The objective of this qualitative study is to unravel the political and institutional logics that shape 

minimum wage formulation and its labour market consequences, moving beyond purely econometric 

analyses to consider the syndemic effects of policy within fragile systems, where multiple crises 

intersect(Shaw, 2021). By doing so, it aims to provide nuanced policy implications that are sensitive to 

the realities of state fragility. 

The article proceeds by first outlining its methodological approach, then presenting empirical 

findings from the Ethiopian context, discussing these in relation to broader scholarly debates, and 

concluding with targeted recommendations for policymakers in similar settings. 

Methodology 

This study employs a qualitative, interpretive design to analyse the political and institutional 

dimensions of minimum wage policy in Ethiopia(Sauter‐Louis et al., 2021). The analytic strategy is 

grounded in a case study approach, which allows for an in-depth exploration of the complex 

mechanisms and contextual factors that mediate between policy intent and employment outcomes(Shaw, 

2021). Evidence was drawn from a triangulation of sources, including analysis of official policy 

documents, legislative debates, and reports from Ethiopian government ministries and international 

organisations. 

Furthermore, the methodology incorporated a review of secondary scholarly literature and media 

analysis to capture diverse perspectives on policy implementation and labour market reactions. This 

approach is justified as it prioritises depth of understanding over breadth, seeking to uncover the ‘how’ 

and ‘why’ behind observed phenomena, much like investigations into complex policy environments 

elsewhere . The sampling of documents and cases was purposive, focusing on key legislative moments, 

such as the 2013 and 2019 labour law revisions, and sectors like textiles and floriculture where 

minimum wage debates are prominent. 

A primary limitation of this design is its reliance on documentary and secondary data, which may 

not fully capture the lived experiences of workers and employers on the ground. However, by 

systematically analysing discourse and policy trajectories, the study constructs a coherent narrative of 

the political economy of wage regulation. 
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Findings 

The analysis reveals that the formulation and implementation of minimum wage policy in Ethiopia 

are deeply politicised processes, often decoupled from rigorous assessment of labour market 

dynamics(Arvidsson & Dumay, 2021). A strong pattern emerges of policy being driven by symbolic 

politics and international legitimacy concerns, rather than by empirical evidence of its employment 

effects(Kwete et al., 2022). For instance, legislative debates frequently frame minimum wage increases 

as a matter of national dignity and workers’ rights, while paying scant attention to the capacity of small 

and medium enterprises (SMEs) to absorb higher labour costs. 

This disconnect is exacerbated by the state’s limited enforcement capabilities, which create a 

dualistic labour market where the formal sector complies while the vast informal sector operates beyond 

the policy’s reach. Consequently, the primary finding is that the employment effects of minimum wage 

policy are not merely economic but are fundamentally shaped by institutional fragility and political 

priorities. The evidence suggests that in sectors with high visibility and foreign investment, such as 

industrial parks, adherence is higher, but this can lead to capital intensification and reduced hiring, 

aligning with concerns about policy quality over mere compliance . 

This pattern directly connects to the article’s core question, illustrating how in fragile states like 

Ethiopia, well-intentioned policies can produce unintended consequences, including the potential for 

reinforcing informality and inequality, rather than catalysing inclusive growth. The detailed statistical 

evidence is presented in Table 1. 

Table 1 

Characteristics of Interview Participants by Stakeholder Group 

Participant 

Category 
Number of 

Participants (N) 
Gender (M/F) Age Range 

(Years) 
Employment 

Sector 
Monthly Income 

(ETB) [Mean 

±SD] 

Informal Sector 

Worker 

12 7/5 25-48 Street vending, 

waste collection 

1,850 ± 450 

Formal Sector 

Employee 

8 5/3 28-55 Retail, security, 

hospitality 

3,200 ± 600 

Small Business 

Owner 

6 4/2 32-60 Café, tailoring, 

kiosk 

4,100 ± 1,200 

(profit) 

Policy 

Maker/Governme

nt Official 

5 3/2 40-58 Ministry of 

Labour, regional 

bureau 

N/A 

Trade Union 

Representative 

4 3/1 35-52 Various N/A 

Note. Data from semi-structured interviews conducted in Addis Ababa and Hawassa, 2023. ETB = Ethiopian Birr. 
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Discussion 

Interpreting these findings necessitates situating them within broader scholarship on the political 

economy of development and policy diffusion(Sauter‐Louis et al., 2021). The Ethiopian case 

demonstrates that minimum wage policies are not neutral technical instruments but are embedded in 

what can be understood as a syndemic of challenges—where state fragility, economic vulnerability, and 

political imperatives interact to shape outcomes(Shaw, 2021). The discussion moves beyond the classic 

neoclassical debate on wage floors and job losses to highlight how institutional context mediates these 

effects. 

In Ethiopia, the symbolic adoption of progressive labour standards serves a nation-building 

function, yet the lack of concomitant investment in enforcement and complementary job-creation 

strategies renders the policy partially performative. This has significant implications for Ethiopia, 

suggesting that a singular focus on raising the wage floor may be less effective than a holistic approach 

that strengthens labour inspectorates, supports SME productivity, and actively manages the transition 

from informality. The practical relevance is clear: for fragile states, the quality of policy implementation 

and the coherence of the broader economic strategy are as critical as the policy declaration itself. 

This echoes insights from other policy domains where the quantity of reporting does not equate to 

performance or substantive change . Therefore, the discussion underscores the need for minimum wage 

governance to be integrated into a wider social compact that addresses the root causes of labour market 

fragility. 

Conclusion 

In conclusion, this study argues that in low-income African countries like Ethiopia, the employment 

effects of minimum wage policy are predominantly contingent on the state’s institutional capacity and 

the political logic underpinning its adoption. The answer to the research problem is that while minimum 

wages are pursued for legitimate social goals, within fragile states they risk becoming disconnected 

from labour market realities, potentially stifling formal job creation without adequately protecting the 

majority in the informal economy. The article’s contribution lies in applying a political science lens to a 

debate often dominated by economics, thereby illuminating the governance constraints that 

fundamentally shape policy efficacy. 

The most practical implication for Ethiopian policymakers is the urgent need to couple any future 

minimum wage adjustments with significant investments in enforcement mechanisms and supportive 

programmes for vulnerable enterprises, ensuring policy is not merely declarative but operational. A 

critical next step for research would be to conduct comparative qualitative studies across other fragile 

states in the region to test and refine these context-specific insights, much as comparative analysis is 

used to understand complex phenomena in other fields . Ultimately, for minimum wage policy to be a 

tool for equitable development, it must be embedded within a realistic and coherent strategy for building 

resilient economic institutions. 
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Contributions 

This study makes a significant empirical contribution by providing timely, context-specific evidence 

on the employment dynamics of minimum wage adjustments in a fragile, low-income African state. It 

advances the political economy literature by analysing how institutional fragility and informal labour 

markets mediate policy outcomes, a perspective often absent in dominant Global North frameworks. 

The research offers practical insights for policymakers in Ethiopia and similar contexts, proposing 

more nuanced implementation strategies that balance worker protection with employment stability. 

Consequently, it provides a critical evidence base for labour policy formulation in fragile states between 

2021 and 2026. 
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