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This report consists of two parts, namely main report
and technical report. The framework of the study,
analysis of labour market situations and the proposal

of skill augmentation are included in this report.

Technical Report is an addendum to this report, which
records the details of identification, measurement,
procedures, and techniques with regard to vacancy
analysis and mobility patterns. To view this report,

please click the following link: -
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Appendices consist of additional information pertaining
to vacancy database, employer survey, and details of
educational institutions, which are not presented in this
report. To view the details of Appendices of the main

report, please click the following link: -

http://bit.ly/2fhHnWe

Or, scan the following QR code: -
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EXECUTIVE SUMMARY

This study analyses the demand and supply of higher-
qualified labour in key manufacturing and services
industries in Penang. This transpired from continued
concerns raised by stakeholders with regard to skills
availability in the market vis-a-vis the changing demand
of firms and industries; skills proficiency level of current
high-qualified employees in relation to the demand of
firms; and labour mobility affecting the availability of
skills.

The question of skills readiness was also raised by the
Penang state government and industry players with
the hope of growing new industries. While Penang
is at a crossroad in terms of economic strategy, the
fundamental question of the demand structure and
availability of a high-qualified workforce remains
unclear. Therefore, an examination of the current skill
supply and its constraints, as well as an effective
strategy on human capital development, is necessary.

The main objective of this study is to obtain insight
into skill shortages and gaps, and to analyse high-
qualified labour market dynamics. In particular, we aim
to identify the types of skill shortages and skill gaps in
differentindustries, and the role of labour mobility in skill
shortages and gaps. A skills strategy is then proposed
based on the skills issues and challenges faced by
firms, and the current skills institutional setting.

Skill shortages and gaps are examined in three
perspectives: macro (market), meso (industry) and
micro (firm and worker) levels. For each perspective,
the study has respectively devised methodologies for
the analysis of market demand and supply; the analysis
of skill demand and supply of industries and firms; and
the analysis of worker mobility.

In terms of industry focus, the study covers the
skill issues among these key development areas:
High-Tech Manufacturing  (industrial  electronics,
semiconductors and optoelectronics); Other High-Tech
Manufacturing (electronics manufacturing services,
telecommunication and digital storage); Precision
Engineering and Automation; Medical Devices and
Life Sciences; Global Business Services; Advanced
Producer and Financial Services; Hospitality Services;
Medical Tourism; Information Technology; Logistics
and Transport; and Education and Training.

Market: Skill demand

The demand for high-qualified workers is expected to
remain high as new investments continue to generate
new jobs in Penang. The demand is shifting towards
higher skills with more emphasis on specific hard and
soft skills. The skill requirements are likely to embrace
new technologies and business practices in leveraging
the digital transformation of Industry 4.0. The key
findings of the analysis is summarised as follow:

+ According to the job vacancy database, recruitment
activity is more prevalent in manufacturing industries
than in services industries. In particular, high-tech
manufacturing industries have the largest number
of vacancies advertised, followed by other high-tech
manufacturing and GBS. In essence, the pattern of
vacancies reflects the state's growth areas. In
addition, the advertised positions are generated as a
result of the expansion of firms and the replacement
of outgoing employees.

+ Investments have continued to generate a
significant number of new jobs: a total of over 86,000
jobs between 2011 and 2016, with the electronics
and electrical (E&E) industry contributing about 57%.
A majority of the jobs created require the workforce
to have at least a certificate as educational
qualification.

+ The job vacancies are also reflected in labour
circulation. Firm recruitment of high-qualified
labour is for replacement rather than expansion.
The actual and net demand is difficult to estimate
due to a chain effect (job shifts). This study has
found that labour circulation is high in Penang as
a result of a constrained labour market coupled with
the presence of worker behaviour and employability
issues among workers (including youths) in Penang.

+ Job openings are dominated by engineering-related
positions — the functions of which include product
development, manufacturing process and quality
management.

+ Positions that are in high demand, as revealed by job
vacancies, combined with the persistency of
vacancies, indicate the depth of labour shortage.
Senior executives are particularly in high demand;
most of the advertised positions require at least five
years' work experience. Therefore, a substantial staff
turnover is predicted to occur among experienced
workers.



+ In terms of skill classes, soft skills are now
widely required in most high-demand positions.
These include achievements, relationships and
services skills. Interestingly, as the level of job
position becomes higher, soft skill requirements
become more pronounced compared to hard skills.

+ Many vacancies prioritise the importance of
specific hard skills instead of generic hard skills. This
is especially the case with software design positions.

Language competencies (including both English and
foreign languages such as Mandarin, Japanese
and Thai), on the other hand, feature strongly in skill
requirements. These are the most sought-after
generic hard skills.

In the coming vyears, skill demand of employers
will shift towards hiring personnel with creativity
and decision-making skills as well as technical
and ICT expertise such as big data analysis and
cybersecurity expertise. Existing employees are
required to acquire new skills. This change has
been evident in manufacturing industries, and
changes in services sector may be seen in near
future.

Market: Skill supply

The supply of high-qualified labour and skills
consists of four categories: fresh graduates (primary
supply), existing workforce (secondary supply),
unconventional workforce (tertiary supply) and
international workforce (quaternary supply). Changes
in labour force participation rates provide an indication
of the labour and skills supply landscape. The key
findings and observations are highlighted as follow:

+ Penang's labour force has experienced resilient
growth in the past three years. The participation
rate amounts to 70%, which is the third highest in
the country after Putrajaya and Selangor. A relative
shift of workforce from the manufacturing sector to
the services sector reflects the shift of growth areas
towards non-production parts of the value chain.

On the positive side, less working-age people are
moving out of the state. There has been a significant
drop in out-migration between 2013 and 2016,
while intra-state migration has been on the rise.

Supply seems to be abundant as firms receive an
average of 50-100 applications for each job
opening in most job specifications. However, there is
a misconception here.

Individual jobseekers indiscriminately apply to a
large number of advertised job openings. This
translates into a high level of labour mobility in the
market, and the prevalence of generic transferable
skills.

In addition, university output shows inconsistency
in meeting the labour market's pattern of demand.
Lacklustre interest in science and engineering
programmes is of great concern as graduates select
programmes that do not run in parallel with industry
needs, resulting in high graduate unemployment
in the field of arts and social sciences. Hence,
the preference of students, including non-voluntary
preference, leads to a mismatch in demand and

supply.

Work-readiness is at times attributed to fresh
graduates who remain unemployed. Some
employers are of the view that graduates are not well
equipped with qualitative skills to enter the labour
market; they are either partly or poorly prepared for
the positions due to lack of required hard skills:
English and foreign language skills, soft skills, and
practical knowledge and experience.

Colleges and universities overemphasise theoretical
knowledge and focus too little on the application of
knowledge in soft skills, critical thinking and
problem solving skills, and a lifelong learning culture.
Lackofhands-onand practical experience of entrants
lower employability given recruitment preferences.

In a constrained labour market, there is genuine
labour shortage in fields of high skill-specificity, and
shortage in areas of professional (job-) specific skills.

+ While overall supply is moving in right direction,
there is quantitative shortage in a number of
critical occupations and functions. There is
inadequate supply for positions that require
specialised knowledge/skills. This is evident in
positions within IT/software, cloud and web, and
product development, as well as engineering
positions.



+ Failure in filling vacant high-qualified positions
is dueto qualitative issues rather than quantitative
shortage.

+ This is reflected in the persistency of vacancies
advertised. Going by the criteria and applied
analytical methods, some 13% of vacancies are
considered to be hard to fill. While not excessive,
itis still at a high level.

+ Recruitment difficulties, as measured by
length of time taken to fill a vacancy, particularly
manifest in technical positions (taking a longer
time to fill than non-technical positions). For
example, the positions of software design, quality
management and manufacturing  process
take a longer time to fill than accounts, finance
and human resources positions. Specifically,
software design ranks high in persistency, which
is equivalent to hard-to-fill vacancies where
genuine shortage is prevalent in positions of high
specificity skills. Furthermore, these positions are
also manifested in retention difficulties.

Supply constraints lead to intense competition
among firms for highly demanded skills and
experienced  workers.  Firms  remedy  skill
shortage through under-hiring, labour pinching
and retention schemes. In particular, employers
give a wide array of incentives including
project-based  bonuses and  performance-
based bonuses to retain skill-proficient employees.

+ Some employers pinch workers from other
firms where supply is scarce. This phenomenon
impinges on retention difficulties. It must
be noted that labour poaching is an unhealthy
practice, yet it is not a critical issue as it is the
least-favoured measure to mitigate skill
shortages. This practice is also experienced by
attractive firms.

+ While MNCs may be perceived as buyers in
the market (able to attract the best candidates),
both MNCs and SMEs alike face a group of sellers
in the market in possession of highly
demanded skills. Firms respond at times by
giving in to remuneration demands (substantially
increasing costs); at other times they hire
applicants that do not meet requirements,
resulting in under-hiring and necessitating
upskilling. They also resort to importing skills

from abroad.

+ Pertaining to under-hiring, employers have to
‘pay the price’ by providing upskilling as new hires
do not meet job requirements; firms with
international reputations can hardly afford
to under-hire as quality standards are at stake.

+ Some firms are themselves responsible for skill
shortage as they tend to be picky in the recruitment
process, less concerned with their proposition to
prospective high-quality employees. Work practices
should also increasingly adapt to appeal to a younger
generation of workers.

- Skills deficiency is more prevalent in generic hard
skills compared to specific hard and soft skills, and it
is in the latter two that improvements are most
needed. Skills proficiency of current employees is
satisfactory.

+ Lack of soft skills is in part a consequence of
constraints faced by educational institutions as far
as primary supply is concerned; upskilling of
secondary supply is still insufficient.

The prime constraint of educational institutions
concerns the inflexibility of regulations and
procedures pertaining to the contents of study
programmes.

+ With reference to the ability to meet future needs, a
majority of employers believe that their employees
are able to meet soft and generic hard skills but
are less likely to fulfil the requirements of specific
hard skills. In manufacturing, the latter are also
highly associated with Industry 4.0.

Pertaining to unconventional supply, there is an
encouraging trend in female participation in the
labour force. Over the past 10 years, the participation
rate has increased by about 10%, reaching 60% from
50% in 2005. Meanwhile, male participation rate has
been stable at 80%. The increase in female workforce
participation rate may be associated with measures
taken to encourage and enable women to return to
the workforce.

Industry: Skill shortages and gaps

The labour intake in high-qualified positions is larger
in manufacturing industries than that of in services
industries. The skills demand structure is also different
in manufacturing and services industries. Likewise, the



in manufacturing and services industries. Likewise, the
depth of skill shortages and gaps are also vary across
industries. We compare these issues within the services
and manufacturing sectors, and the main findings of
this analysis are presented as follows.

Penang'’s core manufacturing industries

+ The demand for high-qualified worker skills is
different across manufacturing industries. Firms
in semiconductor and electronics industries generate
vacancies far above the average rate of all firms;
firms in medical devices and precision engineering
and automation industries show a contrasting
picture.

Senior executive positions are important in the
demand and recruitment structure of high-tech
manufacturing and medical devices and life
sciences industries, while recruitment in precision
engineering and automation industries leans towards
the lower segment of high-qualified employees.

+ Across all manufacturing industries, product
development job functions dominate advertised
vacancies. In this job function, the level of skill
specificity — and thus requirements — increase as
products and operations upgrade.

+ Recruitment is due to both the expansion of
operations and the replacement of employees
who have left the company; the former is somewhat
more prevalent in other high-tech manufacturing,
precision engineering and automation, and medical
devices industries than in high-tech manufacturing.
All industries face the issue of replacement due to
labour circulation; to a larger extent this is
experienced by less-reputable companies.

+ With regard to supply, semiconductor/electronics
and medical devices companies are more
successful in filling vacancies compared to other
high-tech manufacturing and precision engineering
and automation companies. Even so, most firms
have difficulty filling positions according to skill
requirements. This is primarily due to qualitative
shortage.

+ Semiconductor/electronics companies register a
percentage of hard-to-fill vacancies that are above
the overall average (16%). In contrast, precision
engineering and automation firms encounter this
issue less, given the fact thatonly 7% of vacancies are

hard-to-fill. Specifically, positionsinqualityassurance
and product development take a long time to fill.

Proficiency in job-specific skills is rated highest in
companies in the precision engineering and
automation industry. This probably reflects the
operational level of firms where skills demand and
intake are more flexible. Proficiency in soft skills is
rated better by companies in high-tech
manufacturing compared to those in precision
engineering and automation, and medical devices
and life sciences.

Most industries and firms envisage new skill
requirements in the coming years. In view of meeting
future needs, they are more optimistic with respect
to soft and generic hard skills compared to function-
specific skills.

Penang's growing services industries

The growth of the GBS industry is evident as it takes
the highest share of job openings. Medical tourism,
on the other hand, has the lowest number of job
openings.

Junior executive positions are widely demanded
across the services industry except in advanced
producer services. High-demand positions also
concern senior executives in GBS, education and
training services, and advanced producer and
financial services.

Both GBS and info-tech firms have a relatively
higher demand for software developers, engineers,
programmers, as well as technical support engineers.

The notion that preferred industries and companies
attract more applications to advertised job
vacancies is also valid across the services sector.
Advanced producer services and GBS companies
score significantly higher compared to the rest of
the services industry.

Being rather new industries, a large proportion of
positions available and vacant in medical tourism,
info-tech, and  advanced  producer and
financial services have been created because
of expansions. Vacancies in GBS and hospitality
services stem from not only the emergence of
new establishments and the expansion of existing
operations, but also turnover, necessitating the
replacement of employees.



Notwithstanding  being  preferred  employers,
advanced producer services and GBS show a rate of
hard-to-fill vacancies higher than the overall average.
Meanwhile, going by their hard-to-fill vacancies rate,
among all the manufacturing and services industries,
hospitality, transport and logistics, education and
training, and medical tourism are least confronted
with skill shortages. This reverse situation from
advanced producer services and GBS can be
explained from the skills specificity of a segment of
the job function that available skills have difficulty to
meet.

The services industry shows similarity to the
manufacturing industry in terms of skill deficiencies.
Generic hard skills are rated as more limited relative
to soft and specific hard skills in all services
industries except info-tech, and education and
training services. Foreign languages and advanced
IT are the skills rated most deficient in advanced
producer and financial services, GBS and hospitality
services.

Compared to advanced and financial services,
hospitality services, info-tech, and transport and
logistics, proficiency in soft skills is rated lower in
GBS, medical tourism and education and training.

Worker: The role of mobility in the labour market

Mobility plays a large role in the functioning of Penang's
labour market as a process of shaping labour and

skill shortage and gaps. Generation-Y employees, in

particular, consider mobility as an integral part of their

values, norms and lifestyle. The key observations of

mobility analysis are highlighted as follow:

Intra-industry and inter-firm labour flows have
been evolving significantly. The emergence and rise
of sectors apart from manufacturing have
engendered  significant  labour  flow  from
manufacturing to these sectors, in part catering to
labour needs.

Labour circulation is a vehicle of function-specific
skills acquisition and employability improvement
towards preferred industries/firms, rather than
reflecting acquired skills and experience. This means
that mobile workers still have skill deficiencies. This
situation resembles a “positions carousel” where
employees try to change employmentin a designated
trajectory of job functions over a period of

time. This also shows a significant degree of skill-
relatedness under a constrained labour market.

Offering better remuneration packages, reputable
firms are able to appropriate skills that are available
and in demand in the market; less reputable firms in
general experience recruitment difficulties.

While financial reward is important, the role of career
development clearly comes to the fore. This is
parallel with other studies, and may be linked to the
ubiquity of generic skills in the market. There are
issues in this area.

The ubiquity of generic skills still means that there is
worker competition for available desired jobs. While
this provides an incentive to move, lack of
application skills and ill-defined specific skills
constitute a hindrance. This may contribute to
random job applications.

Substantial mobility also appears to reflect a lack
of information about the right opportunities, the lack
of opportunities for career development with
existing employers, and a perceived necessity to
move to acquire new skills.

High inclination to move has a negative impact
on employability — more so as workers tend to
‘over-exploit’ transferability when demand shows a
significant degree of skill-relatedness.

However, mobility is not always desirable as
employers  perceive low commitment from
employees, which could be counter-productive for
skills and career advancement. Perceived low worker
commitment has negatively influenced upskilling
and training investment efforts.

Employers indicate that a majority of younger
workers have unrealistic expectations and possess
declining loyalty and commitment vis-a-vis
willingness to contribute.

Individual mobility translates to various degrees of
labour turnover. Engineering positions from high-
tech manufacturing, precision engineering and
medical devices industries suffer a particularly high
rate of employee turnover.

Chain effects also lead to skill shortages and gaps;



skill-relatedness is an important determinant of the
'location’ where these effects occur.

+  Taking GBS as a case study, the work histories of
employed persons show heterogeneity of job
functions and inter-firm skill-relatedness, which
has promoted lateral — intra-industry — mobility.

Mobility towards GBS operations affects
accountancy, customer services, and executive
roles and management positions in other
industries, forcing firms to recruit such positions
from a more constrained market.

Consequently, the high-mobility inclination of
workers may produce positive outcomes for firms in
both existing and new industries to acquire skills
within the secondary supply — more so when skill-
relatedness is significant. However, there are also
downsides.

+ Mobility dynamics in the secondary labour market
present significant burden to employers and
generates negative perceptions of mobile workers.
Labourloss through turnover contributes to skill gaps
and has negative impact on incentives for upskilling.
However, many firms are 'dual’ in their attitude: on
one hand, they frown upon job-hopping; on the other
hand, engage in labour pinching.

Stakeholder responses and strategies

Labour upskilling programmes are made available to
address skill shortages and gaps in the labour market.
As part of the initiative to retain employees, to attract
the right talent and to upgrade under-skilled workers,
private training agencies and individual firms adopt
a variety of strategies in responding to these skill
issues. The main observations on labour upskilling are
described as such:

+ Despite the fact that Penang's upskilling
infrastructure is sizeable and diverse, it inevitably
reflects skill deficiencies of high-qualified workers.
Beyond the formal education system, skill
augmentation programmes are developed by
private agencies and public institutions such as the
Northern Corridor Implementation Authority (NCIA)
and TalentCorp.

+ Firms overcome skill gaps using multi-pronged
measures. These include changing of work hours,

re-allocation of tasks, more supervision by
experienced employees and labour training. In
particular, upskilling is widely used by most firms,
and it is either carried out internally and/or by
external providers.

+ It should be noted that universities and colleges
necessarily prepare graduates to become
proficient in generic skills instead of training
on industry- and  job-specific  skills.
Unconventional  skill training programmes
provided by private upskilling firms and public
institutions complement specific skills that are
not taught at universities. A substantial skills
training and upskilling infrastructure gears
towards higher-qualified labour in specific hard
and soft skills.

+ With regard to skills that are not available in the
market, several interventions have been in place by
actors and stakefolders. However, they have
controlled over their own programmes and schemes,
with limited coordination with other institutions in
upskilling programmes.

+ The effectiveness of upskilling programmes,
schemes and interventions are still immature. Given
a multitude of skill-related actors and stakeholders,
visibility, coordination and monitoring of upskilling
infrastructure are necessary. Therefore, little can
be said about the effectiveness of interventions
(programmes and schemes, activities of the range of
actors) given the fragmented nature of information
on the skills situation and interventions.

Augmenting skills: Recommendations and policy
initiatives

A joint effort by all stakeholders, and institutional
and private agencies is necessary to streamline
and complement existing interventions. The core
recommendation is to:

Develop a coherent, encompassing state skills
strategy, departing from a clear vision — shared
by stakeholders — and reflecting ambitions

This report offers ideas for a short-term skills strategy
as practical elaboration of a set of recommendations,
which are illustrated in the following diagram.



Ideas for a short-term skills strategy

Market: Demand

+ Implement avenues to ease high-qualified labour
demand;

Further implementation of labour-saving technologies
in work processes; and

Accelerate phasing out of operations in industries that
are cost-based or incompatible with upgrading
ambitions.

Market: Supply

Devise opportunities for more effective labour capture
through the regional labour field;

Increase intake of students in areas of shortage;

Increase supply by tapping tertiary supply
(unconventional sources);

Redirect preferences of students towards fields of
study that are more in line with labour market needs
(esp. areas of shortage of critical occupations); and

Reorient education and training (teaching and learning)
towards less emphasis on qualification(s) and more on
skills and exposure that come with the qualification.

Industry and firm

+ Increase intake of students specifically in areas that
show high persistent vacancy rates;

+ Enhance opportunities for students/entrants to acquire
industry- and function-specific skills and practical
experience before entering the labour market;

+ Change and improve entrants and existing employees’
skill sets towards more specificity;

+ Tap avenues for new sources of supply that bring
experience;

+ Level the playing field on which companies operate
in the aspect of improving access to skills, labour
recruitment and retention; and

+ Devise ways to lower the quit rate of employees.

+ Improve the infrastructure for information, career
advice and job application skills learning by expanding
the role of the Career Assistance and Training (CAT)
centre;

+ Devise and implement programs to instill different
values in jobseekers/employees; and

+ Employers to get better acquainted with, recognise and
act upon new generation values.

Organisational framework

+ Establish a Penang Employment and Skills Unit at state
level, dedicated to oversee a skills strategy including
policies, programmes and plans of actors and
stakeholders in a coordinated and coherent fashion;
and

+ Develop and implement an (institutional) structure or
Skills Information System through which timely and
reliable information on skills demand and supply trends
are recorded.




RINGKASAN EKSEKUTIF

Kajian ini menganalisa permintaan dan penawaran
tenaga buruh berkelayakan tinggi dalam industri
perkhidmatan dan pembuatan utama di Pulau Pinang.
la bertitik-tolak daripada kebimbangan berterusan
oleh pihak-pihak berkepentingan tentang ketersediaan
tenaga kerja dalam pasaran serta perubahan dalam
permintaan tenaga kerja oleh firma-firma dan industri-
industri; tahap kemahiran para pekerja berkelayakan
tinggi yang sedia ada berkaitan dengan permintaan
firma-firma; dan mobiliti tenaga buruh juga memberi
kesan kepada ketersediaan tenaga kerja.

Isu berkenaan kesediaan kemahiran tenaga kerja
turut dibangkitkan oleh kerajaan negeri Pulau Pinang
dan pemain-pemain industri terutamanya dalam
membangun industri-industri yang baru. Walaupun
Pulau Pinang boleh dikatakan berada di persimpangan
dalam aspek strategi ekonomi, persoalan asas struktur
permintaan dan ketersediaan tenaga kerja berkelayakan
tinggi masih tidak jelas. Oleh itu, penelitian terhadap
penawaran tenaga kerja yang sedia ada, kekangannya
dan strategi berkesan berkenaan pembangunan modal
insan adalah sangat diperlukan.

Objektif utama kajian ini adalah untuk mendapatkan
gambaran tentang jurang serta kekurangan kemahiran
tenaga kerja dan menganalisa dinamik pasaran buruh
berkelayakan tinggi. Secara lebih khusus, kami ingin
mengenalpasti jenis kekurangan dan jurang kemahiran
tenaga kerja dalam industri-industri utama serta
peranan mobiliti tenaga buruh yang terlibat dalam isu
kekurangan dan jurang tenaga kerja ini. Strategi tenaga
kerja telah dicadangkan berdasarkan isu-isu dan
cabaran-cabaran semasa yang dihadapi oleh firma-
firma berkaitan dengan tenaga kerja.

Kekurangan dan jurang tenaga kerja dikaji dalam tiga
perspektif: tahap makro (pasaran), meso (industri)
dan mikro (firma dan pekerja). Bagi setiap perspektif,
kajian ini  menggunakan metodologi-metodologi
analisis permintaan dan penawaran pasaran; analisis
permintaan dan penawaran kemahiran tenaga kerja
industri-industri dan firma-firma; dan analisis mobiliti
tenaga kerja.

Dari segi fokus industri, kajian ini mengkaji isu-
isu tenaga kerja khususnya dalam bidang-bidang
pembangunan utama: Pembuatan Berteknologi
Tinggi (elektronik perindustrian, semikonduktor dan
optoelektronik); Pembuatan Berteknologi Tinggi lain
(perkhidmatan pembuatan elektronik, telekomunikasi

dan penyimpanan digital); Kejuruteraan Ketepatan
dan Automasi; Peranti Perubatan dan Sains Hayat;
Perkhidmatan Perniagaan Global;, Pengeluar Termaju
dan Perkhidmatan Kewangan; Perkhidmatan Hospitaliti;
Pelancongan Perubatan; Teknologi Maklumat; Logistik
dan Pengangkutan, serta Pendidikan dan Latihan.

Pasaran: Permintaan tenaga kerja

Permintaan bagi pekerja berkelayakan tinggi dijangka
kekal tinggi disebabkan oleh kehadiran pelaburan-
pelaburan baru yang terus menjana peluang
pekerjaan baru di negeri ini. Permintaan ini memberi
penekanan yang lebih kepada kemahiran-kemahiran
yang memerlukan pengetahuan tinggi termasuk
kemahiran insani dan kemahiran teknikal tertentu.
Syarat kemahiran tampaknya akan mengambilkira
teknologi-teknologi dan amalan-amalan perniagaan
baru bagi memanfaatkan transformasi digital Industri
4.0. Penemuan-penemuan utama analisis ini adalah
seperti berikut:

Menurut pangkalan data jawatan kosong, aktiviti
pengambilan pekerja lebih banyak berlaku dalam
industri pembuatan berbanding dengan industri
perkhidmatan. Secara khusus, industri-industri

pembuatan  berteknologi  tinggi  mencatatkan
jumlah pengiklanan jawatan kosong yang paling
tinggi, diikuti  dengan industri  pembuatan

berteknologitinggilaindan Perkhidmatan Perniagaan
Global (PPG). Pada dasarnya, corak jawatan kosong
initurut mencerminkan bidang pertumbuhan semasa
dinegeriini. Di samping itu, jawatan-jawatan kosong
yang diiklankan wujud akibat daripada pertumbuhan
firma-firma dan proses penggantian para pekerja
yang telah tamat perkhidmatan.

Aktiviti pelaburan terus menjana banyak pekerjaan
baru: dianggarkan lebih daripada 86,000 pekerjaan
antara tahun 2011 dan 2016, dengan industri elektrik
dan elektronik (E&E) menyumbang kira-kira 57%.
Majoriti pekerjaan ini memerlukan para pekerja
untuk memiliki sekurang-kurangnya sijil sebagai
salah satu kelayakan pendidikan.

Jawatan-jawatan kosong ini juga mencerminkan
ciri-ciri  kitaran tenaga buruh. Tujuan utama
pengambilan tenaga kerja berkelayakan tinggi oleh
firma adalah untuk menggantikan pekerja yang
tamat perkhidmatan berbanding dengan
pertumbuhan firma-firma. Permintaan bersih dan
sebenar sukar dijangkakan disebabkan oleh kesan
rantaian (peralihan kerja). Kajian ini mendapati
bahawa peredaran tenaga buruh adalah tinggi



akibat wujudnya kekangan dalam pasaran buruh
termasuk masalah-masalah tingkah laku pekerja
dan kebolehkerjaan dalam kalangan pekerja
(termasuk belia) di Pulau Pinang.

Peluang pekerjaan di Pulau Pinang adalah
didominasi oleh jawatan-jawatan yang berkait
denganbidangkejuruteraantermasuk pembangunan
produk, proses pembuatan dan pengurusan kualiti.
Hal ini menggambarkan syarat-syarat kemahiran
yang diperlukan oleh struktur-struktur pelaburan.

Permintaan jawatan-jawatan yang tinggi dari segi
permintaan sepertimana yang didedahkan dalam
iklan jawatan-jawatan kosong, ditambah dengan
kekosongan jawatan berterusan menggambarkan
tahap kekurangan tenaga buruh. Jawatan eksekutif
kanan merupakan jawatan yang mendapat
permintaan tertinggi; kebanyakan jawatan yang
diiklankan memerlukan sekurang-kurangnya lima
tahun pengalaman kerja. Oleh yang demikian, keluar
masuk kakitangan yang besar dijangka berlaku di
kalangan pekerja berpengalaman.

Dari segi kelas kemahiran, kemahiran insani sangat
diperlukan bagi kebanyakan jawatan berpermintaan
tinggi. Ini termasuklah tahap pencapaian serta
perhubungan dan perkhidmatan. Semakin tinggi
tahap jawatan, keperluan terhadap kemahiran
insani menjadi semakin penting berbanding dengan
kemahiran teknikal.

Kebanyakan jawatan kosong ini mengutamakan
kemahiran-kemahiran teknikal spesifik berbanding
dengan kemahiran-kemahiran teknikal generik,
khususnya bagi jawatan-jawatan dalam reka bentuk
perisian.

Sebaliknya, keterampilan berbahasa (termasuk
bahasa Inggeris dan bahasa-bahasa lain seperti
Mandarin, Jepun dan Thai) dikelaskan sebagai salah
satu keperluan kemahiran teknikal generik.

Dalam industri perkhidmatan, perubahan besar akan
dilihat dalam masa terdekat. Permintaan tenaga
kerja oleh para majikan akan beralih ke permintaan
terhadap pekerja yang memiliki kreativiti dan
kemahiran membuat keputusan serta kepakaran
teknikal dan Teknologi Maklumat, seperti analisis
data besar (big data) dan kepakaran dalam
keselamatan siber. Para pekerja sedia ada
dikehendaki  untuk  memperoleh  kemahiran-
kemahiranbarutersebutkeranaiabukan sahajaboleh

mengubah syarat-syarat kemahiran dalam industri
pembuatan, tetapi juga akan turut mempengaruhi
proses perkhidmatan dalam masa yang akan
datang.

Pasaran: Penawaran Tenaga Kerja

Penawaran tenaga kerja berkelayakan tinggi terdiri
daripada empat kategori: graduan baru (bekalan
utama), tenaga kerja sedia ada (bekalan sekunder),
tenaga kerja bukan konvensional (bekalan tertiari)
dan tenaga kerja antarabangsa (bekalan kuaterner).
Perubahan-perubahan dalam kadar penyertaan
tenaga kerja memberikan petunjuk terhadap landskap
penawaran buruh dan tenaga kerja. Temuan-temuan
dan pemerhatian-pemerhatian utama adalah seperti
berikut:

Tenaga buruh Pulau Pinang telah mengalami
pertumbuhan yang baik sejak tiga tahun yang lalu.
Kadar penyertaan tenaga buruh adalah sebanyak
70%, tempat ketiga tertinggi selepas Putrajaya
dan Selangor. Anjakan relatif tenaga kerja dari
sektor pembuatan kepada sektor perkhidmatan juga
mencerminkan peralihan bidang-bidang
pertumbuhan ke rantaian nilai bukan pengeluaran.

Dari sudut positif, tidak ramai orang yang berada
dalam kategori umur layak bekerja berhijrah
keluar dari negeri ini. Antara tahun 2013 dan 2016,
terdapat penurunan ketara dalam penghijrahan
keluar, sementara penghijrahan dalam negeri
semakin meningkat.

Jumlah penawaran tenaga buruh nampaknya
banyak disebabkan oleh firma-firma secara
puratanya menerima 50-100 permohonan untuk
setiap peluang pekerjaan bagi kebanyakan
spesifikasi pekerjaan. Walau bagaimanapun, hal ini
merupakan suatu tanggapan yang salah.

Pencari kerja pada masa yang sama memohon
sebilangan besar jawatan kosong yang diiklankan.
Ini menunjukkan bahawa terdapatnya mobilititenaga
buruhyangtinggidalam pasarandanpenyebarluasan
kemahiran generik yang boleh dipindahmilik.

Tambahan lagi, output universiti menunjukkan
ketidakkonsistenan  dalam  memenuhi  corak
permintaan pasaran buruh. Minat yang rendah
terhadap program-program sains dan kejuruteraan
adalah amat membimbangkan kerana para graduan
memilih program-program yang tidak selari dengan
keperluan-keperluan industri. Hal ini mengakibatkan



peningkatan kadar pengangguran siswazah dalam
bidang seni dan sains sosial. Oleh yang demikian,
minat pelajar termasuk minat bukan sukarela,
menyebabkan ketidaksepadanan dengan
permintaan dan penawaran tenaga kerja.

Isu kesediaan untuk bekerja kadangkala bersangkut-
paut dengan graduan baru yang masih menganggur.
Sesetengah majikan beranggapan bahawa para
graduan tidak memiliki kemahiran kualitatif yang
cukup untuk memasuki pasaran kerja; mereka
kurang bersedia disebabkan oleh kekurangan
kemahiran-kemahiran  teknikal ~yang  dimiliki:
kemahiran berbahasa Inggeris dan bahasa lain,
kemahiran insani serta pengetahuan praktikal dan
pengalaman yang berkaitan dengan jawatan yang
diiklankan.

Kolej-kolej dan universiti-universiti terlalu memberi
penekanan terhadap ilmu teoritikal dan memberi
tumpuan yang sedikit terhadap pengaplikasian
ilmu  dalam  kemahiran insani, kemahiran
penyelesaian masalah dan pemikiran kritis serta
budaya pembelajaran seumur hidup. Kekurangan
pengalaman  praktikal oleh  pemohon juga
menyumbang kepada aspek kebolehpasaran
graduan berbanding dengan ciri-ciri keutamaan
pengambilan pekerja yang diingini.

Dalam pasaran buruh yang terkekang, kekurangan
tenaga buruh sebenar (genuine) wujud dalam bidang
kemahiran berspesifikasi tinggi serta kekurangan
dalam bidang kemahiran profesional yang
berspesifik pekerjaan.

Walaupun permintaan keseluruhan bergerak
ke arah yang betul, masih terdapat kekurangan
kuantitatif dalam pekerjaan dan fungsi kerja
kritikal.  Ketidakcukupan  penawaran  bagi
jawatan-jawatan yang memerlukan kemahiran/
pengetahuan spesifik juga wujud. Hal ini
terbukti bagi jawatan yang terletak dalam
kategori pembangunan IT/perisian, laman web
dan produk pembangunan serta kejuruteraan.

Kegagalan dalam mengisi jawatan-jawatan
berkelayakan tinggi adalah disebabkan oleh isu-
isu kualiti tenaga kerja berbanding dengan
kekurangan bilangan tenaga kerja.

Hal ini digambarkan melalui jawatan-jawatan
kosong yang diiklankan secara berterusan di
mana kira-kira 13% jawatan kosong dianggap

sebagai sukar diisi. Walaupun tidak berlebihan, ia
masih berada pada tahap yang tinggi.

Kesukaran pengambilan pekerja sepertimana
yang diukur melalui tempoh masa yang diambil
untuk mengisi sesuatu jawatan kosong dapat
dilihat  dalam  jawatan-jawatan  teknikal
(mengambil masa yang lebih lama untuk diisi
berbanding jawatan-jawatan bukan teknikal).
Sebagai contoh, jawatan-jawatan berkaitan
reka bentuk perisian, pengurusan kualiti dan
proses pembuatan mengambil masa yang
lebih lama untuk diisi berbanding jawatan-
jawatan bidang perakaunan, kewangan dan
sumber manusia. Secara spesifik, jawatan
kosong bagi reka bentuk perisian mengambil
tempat yang tinggi dari segi keberterusan dalam
pengambilan pekerja, setara dengan jawatan-
jawatan yang sukar untuk diisi di mana
kekurangan sebenar jelas bagi jawatan-jawatan
spesifik berkemahiran tinggi. Tambahan pula,
jawatan-jawatan ini turut termanisfestasi dalam
kesukaran bagi mengekalkan pekerja.

Kekangan dalam  penawaran  menyebabkan
persaingan sengit dalam kalangan firma terhadap
pekerja berkemahiran dan berpengalaman tinggi.
Firma mengatasi masalah kekurangan tenaga kerja
melalui pengambilan pekerja yang tidak memenuhi
syarat kemahiran yang sepenuhnya, mencari
tenaga kerja dari firma lain dan melaksanakan
strategi pengekalan pekerja. Secara khusus, para
majikan memberi pelbagai insentif termasuklah
bonus berasaskan projek dan prestasi bagi
mengekalkan para pekerja mahir.

Sesetengah majikan mengambil pekerja dari
firma-firma lain apabila penawaran tidak
mencukupi. Fenomena ini memberi implikasi
kepada kesulitan bagi mengekalkan pekerja. Bagi
firma, walaupun isu ini bukanlah kritikal dan
bukan pilihan utama dalam mengatasi masalah
kekurangan pekerja, tetapi ia merupakan suatu
amalan yang tidak sihat. Lebih-lebih lagi, amalan
ini juga turut berlaku kepada firma yang berdaya
tarik tinggi.

Walaupun syarikat-syarikat multinasional (MNC)
mungkin dianggap sebagai pembeli dalam
pasaran (kerana mampu untuk menarik calon-
calon pekerja yang terbaik), namun kedua-dua
MNC dan Perusahaan Kecil dan Sederhana
(PKS) menghadapi sekumpulan penjual dalam
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pasaran yang memiliki kemahiran tenaga kerja
yang sangat diperlukan. Firma-firma
bertindakbalas dengan memberikan ganjaran
(meningkatkan  kos  yang  tinggi) serta
mengambil pekerja yang tidak memenuhi
kelayakan. Ini  mengakibatkan  berlakunya
pengupahan tenaga buruh yang tidak memenuhi
keperluan  (under-hiring) dan  mewajibkan
program peningkatan kemahiran. Mereka juga
terpaksa mengimport tenaga kerja dari luar
negara.

Dalam konteks ini, para majikan perlu
‘menanggung kos' dengan menyediakan program
peningkatan kemahiran kerana para pekerja baru
tidak memenuhi keperluan kerja; firma-firma
dengan reputasi antarabangsa tidak mampu
untuk mengambil perkerja yang kurang mabhir
kerana standard kualiti mungkin terjejas.

Sesetengah  firma  sendiri  bertanggungjawab
terhadap kekurangan pekerja kerana mereka
cenderung bersikap cerewet dalam proses
pengambilan pekerja. Mereka juga kurang prihatin
terhadap calon-calon pekerja yang berkualiti tinggi.
Oleh yang demikian, amalan kerja juga perlu sentiasa
diubahsuai bagi menarik minat pekerja daripada
golongan muda.

Kekurangan kemahiran lebih jelas dalam aspek
kemahiran teknikal generik berbanding dengan
kemahiran teknikal spesifik dan insani, sedangkan
penambahbaikan bagi kedua-dua kemahiranteknikal
spesifik dan insani adalah amat diperlukan. Tahap
kemahiran pekerja sedia ada adalah memuaskan.

Kekurangan kemahiran insani merupakan kesan
daripada sebahagian kekangan yang dihadapi oleh
institusi-institusi  pendidikan yang melibatkan
bekalan buruh utama; usaha untuk meningkatkan
kemahiran dalam penawaran sekunder masih belum
mencukupi.

Kekangan utama institusi-institusi  pendidikan
termasuklah peraturan-peraturan dan prosedur-
prosedur penyelarasan kurikulum pengajian yang
kurang fleksibel.

Merujuk  kepada keupayaan pekerja  untuk
memenuhi keperluan masa depan, majoriti majikan
percaya bahawa para pekerja mampu memenuhi
keperluan kemahiran insani dan teknikal tetapi
kurang berkemampuan untuk memenuhi keperluan

kemahiran  teknikal  spesifik. Dalam  sektor
pembuatan, kemahiran teknikal spesifik adalah
sangat berkait rapat dengan Industri 4.0.

Bagi penawaran tidak konvensional, penyertaan
golongan wanita dalam tenaga buruh menunjukkan
trend yang menggalakkan. Sejak 10 tahun yang lalu,
kadar penyertaan wanita telah meningkat sebanyak
10%, mencecah 60% dari 50% pada tahun 2005.
Manakala, kadar penyertaan tenaga buruh lelaki
pula stabil pada sekitar 80%. Peningkatan dalam
kadar penyertaan wanita dalam tenaga buruh
mungkin dikaitkan dengan langkah-langkah yang
telah diambil bagi menggalakkan dan membolehkan
wanita untuk kembali ke pasaran tenaga kerja.

Industri: Kekurangan dan jurang tenaga kerja

Pengambilan pekerja bagi jawatan berkelayakan tinggi
dalam industri pembuatan adalah besar berbanding
dengan industri perkhidmatan. Namun struktur
permintaan tenaga kerja juga berbeza bagi setiap
industri pembuatan dan perkhidmatan termasuk tahap
kekurangan dan jurang tenaga kerja turut berbeza
mengikut industri. Kami membandingkan isu-isu ini
mengikut sektor perkhidmatan dan pembuatan di
mana temuan utama analisis ini adalah seperti berikut.

Industri pembuatan utama Pulau Pinang

Permintaan bagi tenaga kerja berkelayakan
tinggi dalam setiap industri pembuatan adalah
berbeza. Secara keseluruhan, firma dalam industri
semikonduktor dan elektronik telah menjana
peluang pekerjaan yang jauh lebih tinggi berbanding
dengan kadar purata jawatan kosong bagi firma lain.

Jawatan eksekutif kanan adalah penting dalam
struktur permintaan dan pengambilan bagi industri
pembuatan berteknologi  tinggi dan industri
perubatan dan sains hayat, sementara pengambilan
pekerja dalam industri kejuruteraan perisian dan
automasi condong ke arah pekerja yang
berkelayakan lebih rendah seperti pekerja
berkelayakan sijil dan diploma.

Bagi keseluruhan industri pembuatan, jawatan
pembangunan produk telah mendominasi jumlah
kekosongan jawatan yang diiklankan. Secara
ringkas, tahap pengkhususan serta syarat kemahiran
turut meningkat apabila produk dan operasi
dinaiktaraf.

Pengambilan pekerja adalah disebabkan oleh



peluasan operasi firma dan penggantian pekerja
sedia ada yang telah berhenti daripada berkhidmat,
di mana pengambilan pekerja akibat daripada
peluasan operasi lebih jelas dalam industri
pembuatan berteknologi tinggi yang lain. Semua
industri menghadapi isu penggantian pekerja yang
disebabkan oleh kitaran tenaga buruh; pada sudut
yang lebih luas, isu ini lebih ketara dialami oleh
syarikat-syarikat bereputasi rendah.

Dari seqi penawaran, syarikat-syarikat
semikonduktor/elektronik  dan  perubatan lebih
berjaya dalam mengisi jawatan kosong berbanding
dengan syarikat-syarikat pembuatan berteknologi
tinggi lain dan kejuruteraan ketepatan dan automasi.
Walaupun begitu, kebanyakan firma menghadapi
kesulitan bagi mengisi jawatan kosong mengikut
syarat-syarat kemahiran yang diperlukan. Hal ini
akibat daripada kekurangan kualiti pekerja.

Secara purata, syarikat-syarikat semikonduktor/
elektronik mencatatkan peratusan jawatan kosong
sukar diisi yang lebih tinggi (16%) berbanding dengan
syarikat kejuruteraan ketepatan dan automasi yang
hanya mencatatkan 7% jawatan kosong yang
dianggap sukar diisi. Secara khusus, jawatan dalam
bidang jaminan kualiti dan pembangunan produk
mengambil masa yang lama untuk diisi.

Kemahiran berkaitan dengan kerja-spesifik adalah
paling tinggi dalam industri kejuruteraan ketepatan
dan automasi. Hal ini mungkin mencerminkan
permintaan dan pengambilan tenaga kerja mahir
yang lebih anjal. Kemahiran insani dilihat lebih
memuaskan bagi syarikat-syarikat dalam bidang
pembuatan berteknologi tinggi berbanding dengan
industri kejuruteraan ketepatan dan automasi, dan
perkakasan perubatan serta sains hayat.

Kebanyakan industri dan firma meramalkan bahawa
keperluan kemahiran baru akan wujud pada tahun-
tahun yang akan datang. Bagi memenuhi keperluan
masa depan, mereka lebih optimistik terhadap
kemahiran-kemahiran insani dan teknikal generik
berbanding dengan kemahiran-kemahiran teknikal
spesifik.

Industri perkhidmatan yang berkembang Pulau

Pinang

Pertumbuhan industri PPG terbukti apabila ia
memiliki syer terbesar dalam penawaran kerja
dalam sektor perkhidmatan. Sebaliknya,
pelancongan perubatan memiliki jumlah penawaran

bilangan kerja yang paling rendah.

Jawatan eksekutif junior adalah jawatan yang paling
banyak dipohon bagi seluruh industri perkhidmatan
kecuali bagi perkhidmatan pengeluar termaju.
Jawatan yang mendapat permintaan tinggi adalah
eksekutif kanan dari industri PPG, pendidikan dan
latihan serta pengeluar termaju dan perkhidmatan
kewangan.

Kedua-dua firma dari PPG dan teknologi maklumat
memiliki permintaan yang lebih tinggi bagi bidang
pembangun perisian, jurutera, pengaturcara perisian
dan juga jurutera sokongan teknikal.

Tanggapan bahawa industri dan syarikat sektor
perkhidmatan telah menarik lebih ramai pemohon
adalah benar. Pencapaian syarikat ini adalah lebih
tinggi bagi perkhidmatan pengeluar termaju dan
PPG berbanding dengan industri perkhidmatan yang
lain.

Sebagai industri yang agak baru, sebahagian besar
jawatankosongyangdiisidalambidang pelancongan
perubatan dan teknologi maklumat, serta
perkhidmatan pengeluar termaju dan kewangan
wujud disebabkan oleh pengembangan firma.
Jawatan kosong di PPG dan perkhidmatan hospitaliti
wujud bukan sahaja disebabkan oleh kemunculan
operasi-operasi baru atau perkembangan operasi
firma yang sedia ada tetapi juga disebabkan oleh
keperluan terhadap penggantian pekerja yang
berhenti berkhidmat.

Meskipun sektor perkhidmatan pengeluar termaju
dan PPG digemari oleh kebanyakan pekerja, ia masih
menunjukkan kadar yang lebih tinggi dalam jawatan
kosong yang sukar untuk diisi berbanding dengan
purata keseluruhan. Sementara itu, berdasarkan
kadar kekosongan jawatan yang sukar untuk
diisi dalam kalangan industri-industri pembuatan
dan perkhidmatan, hospitaliti, pengangkutan dan
logistik, pendidikan dan latihan serta pelancongan
perubatan adalah industri-industri yang paling
kurang berhadapan dengan kekurangan tenaga
kerja. Situasi dalam perkhidmatan pengeluar termaju
dan PPG boleh dijelaskan melalui permintaan tenaga
kerja mahir yang mempunyai kemahiran spesifik
adalah sukar untuk ditemui.

Industri perkhidmatan menunjukkan persamaan
dengan industri pembuatan dari segi kekurangan
kemahiran. Kemahiran-kemahiran teknikal generik
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dinilai kurang memuaskan berbanding dengan
kemahiran-kemahiran insani dan teknikal spesifik
dalam semua industri perkhidmatan kecuali
teknologi maklumat dan pendidikan dan latihan.
Bahasa asing dan IT adalah kemahiran-kemahiran
yang dinilai paling lembap dalam perkhidmatan
pengeluar termaju dan kewangan, PPG dan
hospitaliti.

Perbandingan yang dibuat terhadap perkhidmatan-
perkhidmatan termaju dan kewangan, hospitaliti,
teknologi maklumat dan pengangkutan serta
logistik, kebolehan dalam kemahiran insani dinilai
rendah dalam sektor PPG, pelancongan perubatan
dan pendidikan serta latihan.

Pekerja: Peranan mobiliti dalam pasaran tenaga
buruh

Mobiliti tenaga kerja memainkan peranan penting
dalam menentukan kekurangan dan jurang tenaga
kerja mahir dalam pasaran buruh di Pulau Pinang.
Secara khusus, pekerja Generasi-Y menganggap
mobiliti adalah lumrah bagi nilai, norma dan cara hidup
mereka. Pemerhatian utama analisis ini adalah seperti
berikut:

Aliran tenaga buruh intra-industri dan antara-firma
telah berkembang dengan agak ketara. Kemunculan
dan peningkatan sektor-sektor selain daripada
sektor pembuatan telah mengakibatkan aliran
tenaga buruh yang ketara dari sektor pembuatan
ke sektor-sektor ini bagi memenuhi keperluan
tenaga buruh.

Kitaran tenaga buruh merupakan penggerak bagi
pekerja untuk memperoleh kemahiran berasaskan
fungsi spesifik dan menambahbaik kebolehkerjaan
dalam industri/firma yang diingini selain daripada
mencerminkan kemahiran dan pengalaman yang
diperolehi. Hal ini bermaksud bahawa pekerja yang
berpindah dari satu pekerjaan ke pekerjaan lain
masih memilikikekurangan dalam kemahiran. Situasi
ini menyerupai "karusel jawatan” di mana pekerja
cuba menukar pekerjaan dalam trajektori fungsi
kerja yang ditetapkan dalam tempoh masa tertentu.
Keadaan ini juga menunjukkan tahap keterkaitan
kemahiran yang ketara dalam pasaran tenaga buruh
yang terkekang ini.

Dengan menawarkan pakej-pakej imbuhan yang
lebih baik, firma-firma yang bereputasi tinggi
dapat mengambil tenaga kerja sedia ada yang lebih
mahir serta diperlukan dalam pasaran; firma-firma

yang rendah reputasinya secara umum menghadapi
kesulitan dalam pengambilan pekerja.

Walaupun ganjaran dalam bentuk kewangan adalah
penting, peranan pembangunan kerjaya turut
menjadi tarikan utama. Hal ini seiring dengan kajian-
kajian lain dan mungkin bersangkut-paut dengan
ketersediaan kemahiran generik yang wujud dalam
pasaran.

Ketersediaan  kemahiran  generik  bermaksud
terdapatnya persaingan pekerja bagi kerja kemahiran
yang diingini. Walaupun hal ini memberikan suatu
insentif bagi pekerja menukar pekerjaan, kekurangan
dalam kemahiran aplikasi serta kemahiran spesifik
yang kurang jelas turut menjadi halangan. Hal ini
mungkin menyumbang kepada permohonan kerja
yang rawak.

Kadar mobiliti yang tinggi turut mencerminkan
kekurangan maklumat yang tepat tentang peluang
pekerjaan. Ini juga mencerminkan kekurangan
peluang pembangunan kerjaya yang disediakan
oleh para majikan dan keperluan dalam memperoleh
kemahiran-kemahiran baru.

Kecenderungan yangtinggi untuk menukar pekerjaan
memberi impak negatif terhadap kebolehpasaran
tenaga buruh. Para pekerja cenderung untuk
‘mengeksploitasi secara berlebihan’ kemahiran
mudah dipindah milik khususnya apabila permintaan
tenaga kerja berada pada suatu tahap keterkaitan
kemahiran yang ketara.

Walau bagaimanapun, mobiliti tidak selalunya
diinginkan oleh majikan apabila pekerja memberi
komitmen yang rendah di mana ia boleh menjadi
penghalang kepada kemajuan dan kemahiran
kerjaya. Komitmen pekerja yang rendah juga telah
mempengaruhi  usaha-usaha  firma  dalam
peningkatan kemahiran dan perancangan pelaburan
dalam latihan.

Para majikan menegaskan bahawa majoriti pekerja
muda memiliki jangkaan yang tidak realistik dan
mempunyai tahap kesetiaan, komitmen dan
kesediaan untuk menyumbang yang semakin
menurun.

Mobilitiindividu boleh diterjemahkan kepada pelbagai
tahap keluar masuk tenaga buruh. Jawatan-jawatan
kejuruteraan dari industri pembuatan berteknologi
tinggi, kejuruteraan ketepatan dan perkakas



perubatan mengalami kadar keluar masuk pekerja
yang lebih tinggi.

Dalam sektor PPG misalnya, sejarah pengalaman
bekerja bagi orang yang bekerja menunjukkan
heterogeniti  fungsi kerja dan keterkaitan
kemahiran  antara  syarikat yang telah
menggalakkan mobiliti intra-industri.

Mobiliti dalam operasi PPG memberi impak
kepada bidang perakaunan, perkhidmatan
pelanggan dan peranan-peranan eksekutif serta
jawatan-jawatan pengurusan dalam industri-
industrilain. Keadaan inimemaksa firma sentiasa
merekrut  jawatan-jawatan tersebut dalam
pasaran yang terkekang.

Kecenderungan mobiliti yang tinggi dalam kalangan
pekerja mungkin memberikan hasil positif kepada
kedua-dua firma yang sedia ada dan firma yang
baru untuk memperoleh kemahiran daripada pekerja
berpengalaman. Hal ini lebih jelas apabila kemahiran
berkaitan memainkan peranan yang penting. Akan
tetapi, kecenderungan ini  memiliki  aspek
kelemahanya sendiri.

Dinamik mobiliti dalam pasaran tenaga buruh
sekunder memberi beban signifikan kepada para
majikan serta memberikan persepsinegatif terhadap
para pekerja yang kerap menukar kerja. Kehilangan
tenaga kerja akibat kemasukan dan pengeluaran
tenaga kerja menyumbang kepada jurang kemahiran
dan memberi impak negatif terhadap insentif-
insentif yang diberi dalam peningkatan kemahiran.
Walau bagaimanapun, banyak firma bersikap ‘dwi-
sisi". Mereka tidak berkenan dengan pekerja yang
sering bertukar tempat kerja; tetapi, mereka turut
terlibat dalam pemburuan tenaga kerja.

Tindakan dan strategi pihak berkepentingan

Program-program peningkatan kemahiran adalah
usaha yang dijalankan bagi menangani isu-isu
kekurangan dan jurang tenaga kerja dalam pasaran
buruh. Sesetengah inisiatif ini digunakan untuk
mengekalkan para pekerja, menarik minat calon-calon
pekerja yang tepat dan mempertingkatkan keupayaan
pekerja yang kurang berkemahiran. Agensi-agensi
latihan swasta dan firma-firma persendirian juga
mengamalkan pelbagai jenis strategi dalam menangani
isu kemahiran ini. Hasil pemerhatian terhadap program
peningkatan kemahiran tenaga kerja adalah seperti
berikut:

Walaupun infrastruktur peningkatan kemahiran
Pulau Pinang adalah agak besar dan berlainan, ia
turut mencerminkan kekurangan pekerja
berkelayakan tinggi. Selain daripada pendidikan
formal, program peningkatan kemahiran
dikembangkan oleh agensi swasta dan institusi
awam seperti Pihak Berkuasa Pelaksanaan Koridor
Utara (NCIA) dan TalentCorp.

Firma-firma mengatasi isu jurang kemahiran ini
dengan menggunakan pelbagai langkah. Langkah
ini termasuk  pengubahsuaian waktu kerja,
penyusunan semula tugas, pengawasan lebih kerap
oleh para pekerja yang berpengalaman dan
penyediaan latihan kepada tenaga buruh. Secara
khusus, peningkatan kemahiran digunakan secara
meluas oleh kebanyakan firma, dan ia dijalankan
sama ada secara dalaman dan/atau oleh agensi
latihan swasta.

Perlu diambil perhatian bahawa universiti dan
kolej menyediakan para graduan yang mahir
dalam kemahiran generik dan bukannya bagi
latihan berkaitan industri dan khusus sesuatu
kerja. Program latihan kemahiran bukan
konvensional telah disediakan oleh agensi dan
institusi latihan bagi melengkapkan tenaga kerja
dalam kemahiran spesifik yang tidak diajar di
universiti. Latihan kemahiran dan infrastruktur
latihan  kemahiran  memberi  sumbangan
penghasilan tenaga buruh yang berkelayakan
tinggi dalam kemahiran teknikal dan insani.

Bagi kemahiran yang tidak terdapat dalam pasaran,
beberapa bentuk tindakan telah diambil oleh
pihak-pihak  yang bertanggungjawab.  Walau
bagaimanapun, pihak-pihak ini  memiliki hak
sepenuhnya untuk mengawal program-program
dan skim-skim mereka sendiri dengan kurang
penyelarasan  bersama institusi-institusi  lain
berkaitan program peningkatan kemahiran.

Keberkesanan segala program  peningkatan
kemahiran, skim dan bentuk campur tangan
kerajaan adalah masih belum memadai. Namun
terdapat pelbagai pihak berkepentingan terlibat
dalam membekalkan latihan kemahiran,
ketercapaian, penyelarasan dan pemantauan
infrastruktur kemahiran adalah amat diperlukan.
Oleh yang demikian, keberkesanan tindakan-
tindakan yang telah diambil (program dan skim
yang dijalankan oleh pelbagai pihak) masih tidak
dapat dijangkakan memandangkan sifat maklumat
ini yang terpecah-pecah.
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Peningkatan kemahiran: Cadangan dan dasar

Usaha sama oleh semua pihak berkepentingan, institusi
dan agensi swasta adalah perlu untuk menyelaraskan
dan melengkapkan perancangan sedia ada. Cadangan
utama kajian ini adalah untuk:

Membangun satu strategi kemahiran yang koheren
pada peringkat negeri, bermula daripada visi yang

Strategi-Strategi Kemahiran

Tenaga Kerja

Pasaran: Permintaan

+ Mewujudkan pendekatan bagi meringankan kekangan
dalam memenuhi permintaan tenaga kerja
berkelayakan tinggi;

+ Melaksanaan teknologi-teknologi penjimatan buruh
dalam proses-proses kerja lebih lanjut; dan

+ Mempercepat penamatan operasi-operasi yang
berasaskan kos atau yang tidak sesuai dengan
peningkatan matlamat dalam industri.

Pasaran: Penawaran

+ Menyediakan peluang pekerjaan bagi pemerolehan
buruh yang lebih efektif melalui tenaga buruh serantau;

+ Meningkatkan pengambilan pelajar bagi bidang-bidang
yang menghadapi kekurangan tenaga kerja;

+ Meningkatkan penawaran dengan memanfaatkan
penawaran tertiari (sumber bukan konvensional);

+ Mengalihkan keutamaan pelajar ke bidang pengajian
yang lebih selaras dengan keperluan pasaran tenaga
buruh (terutamanya bagi bidang pekerjaan-pekerjaan
kritikal yang menghadapi kekurangan); dan

+ Mengubahsuai pendidikan dan latihan (pengajaran dan
pembelajaran) dengan memberi penekanan yang
kurang terhadap kelayakan tetapi lebih banyak kepada

kemahiran dan pendedahan praktikal.

jelas dan dikongsi bersama dengan semua pihak
berkepentingan serta mencerminkan matlamat yang
ingin dicapai.

Laporan ini menawarkan idea-idea bagi strategi
kemahiran jangka pendek sebagai huraian praktikal
bagi suatu set cadangan yang digambarkan dalam
rajah berikut.

Industri dan firma

+ Meningkatkan pengambilan pelajar khususnya bagi
bidang-bidang pekerjaan yang menunjukkan kadar
kekosongan jawatan berterusan yang tinggi;

+ Meningkatkan peluang untuk pelajar memperoleh
kemahiran berasaskan industri dan berfungsi spesifik
serta pengalaman praktikal sebelum memasuki
pasaran buruh;

+ Menukar dan menambahbaik kemabhiran peserta dan
pekerja sedia ada menumpukan perhatian dalam
kemabhiran spesifik;

+ Membuka peluang pekerjaan bagi sumber-sumber
penawaran baru yang boleh menyumbang dari segi
pengalaman;

+ Menyamaratakan arena operasi syarikat-syarikat
bagi akses terhadap kemahiran, pengambilan dan
pengekalan buruh; dan

+ Merangka cara-cara untuk meredakan kadar berhenti
kerja.

+ Menambahbaik infrastruktur maklumat, nasihat kerjaya
dan pembelajaran kemahiran bagi permohonan kerja
dengan memperluaskan peranan Pusat Bantuan dan
Latihan Kerjaya (CAT);

+ Menyusun dan melaksanakan program untuk
memupuk nilai yang berbeza dalam kalangan pencari
kerja/pekerja; dan

+ Memperlengkapkan majikan supaya lebih memahami,
mengiktiraf dan bertindak dengan lebih baik terhadap
nilai-nilai generasi baru.

Kerangka kerja organisasi

* Menubuhkan sebuah Unit Pekerjaan dan Kemahiran
Pulau Pinang di peringkat negeri yang
bertanggungjawab untuk mengawasi Strategi
Kemahiran termasukdasar-dasar, program-program
dan pelan-pelan pihak berkepentingan yang selaras
dan koheren; dan

+ Membangun dan melaksanakan sebuah (institusi)
struktur atau Sistem Maklumat Tenaga Kerja di mana
maklumat yang tepat masa dan boleh dipercayai
mengenai trend permintaan dan penawaran tenaga
kerja.




INTRODUCTION

This chapterintroduces the significance of this report by raising three key labour market issues observed
in Malaysia and Penang in particular, which allure to the fundamental questions of availability of skills
supply and demand of skilled workers in Penang. The perspectives and objectives of this study are also
briefly elaborated in this chapter, followed by industry focus and deliverables.
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1.1 The study

This study analyses the evolving demand-supply
relationship of higher-qualified labour job-skills in firms
from selected industries in Penang, Malaysia. As such,
it juxtaposes labour market and labour-processes, as
well as skill patterns, with the operational and structural
dynamics in firms, industries, and the economy at
large. The study has transpired from continuing
concerns about misalignment of skills availability in
firms/industries and in the external market, and what
is demanded from highly qualified workers, as well as
the shifts therein. While it is necessary to qualify such
concerns, as the picture varies between firms and
industries (for various reasons), misalignment pressure
(quantitative and qualitative, expressed in terms of skill
gaps, shortages, mismatches, or deficiencies), is widely
felt.

As a preamble, three observations are in order. First, the
concerns are not unique to the case examined in this
report. Skill issues in the form of misalignments are a
ubiquitous phenomenon as economies and the world
of work change constantly. Manpower Group reports
testify this in regard to advanced countries; while the
World Bank reports substantiate this in regard to the
Asia-Pacific region as a whole and individual countries
in specific’. Each has their own specific challenges.
In Malaysia, concerns have been expressed for some
time at national level. Having the right human capital
skills have been recognised as an important factor to
accomplish the goals in the Economic Transformation
Programme, which has sought to address the 'middle-
income trap'2. Over the past five years or so, a plethora
of studies have been conducted; some by academics,
others by the Kuala Lumpur office of the World Bank,
and others by independent consultants®. A number of
these have been conducted under the auspices of the
Institute for Labour Market Information and Analysis
(ILMIA), a division of the Ministry of Human Resources
established in 2012.

Second, ensuing these studies requires a substantial
effort from federal, regional corridor and state agencies
in Malaysia to devise policy intervention directed to
the findings of the studies. This intervention takes in

a number of the recommendations being offered. Five
years ago (in 2012), the Ministry of Higher Education of
Malaysia launched the National Graduate Employability
Blueprint 2012—2017. The evaluation of results is yet
to complete. In 2015, TalentCorp added the National
Talent Roadmap?. These policy initiatives are not
evident from the current 11th Malaysia Plan. While it
addresses human capital issues, the focus in the Five-
Year Planis on vocational training (TVET) and upskilling
middle-skilled labour rather than high-qualified labour.
However, this void is currently filled by new policies and
initiatives undertaken by inter alia TalentCorp, including
the regional offices.

Third, at state and industry levels in Malaysia, the issue
of higher-qualified skill supply proves to be rather
enduring or pervasive as national initiatives take time
to land at lower levels. This has produced a range
of regional and industry-specific studies and policy
suggestions. With respect to the regional level, Penang
is no exception. Thus, this is not the first study done on
skills in Penang and the northern region at large®. From
these studies, policy recommendations have resulted in
a number of policies that have been implemented by
state agencies and northern corridor institutions (see
footnotes: 3, 4 and 5).

The current study complements and augments existing
research and policy efforts in the field of human capital
skills. Its rationale derives from several factors. Over
the past years, Penang has recorded a satisfactory GDP
growth rate (above 5%), higher than the national growth
rate. Quantitatively, Penang's labour market has been
performing well, with labour force participation rate
hovering at about 70%. According to the most recent
Labour Force Survey published by the Department

of Statistics, over 60% of
Penang's total employed
persons work in the services
sector, and close to 30% are
employed in manufacturing
sector. The unemployment
rate has maintained at a low
level, which is below 2.2%.
Such a low unemployment
rate does not indicate the
absence of quantitative and

Human capital development
is key to the success of
new economic initiatives
without negatively affecting
the rest of the economy.
As Penang has been at
the crossroads for some
time in terms of economic
strategy, a reconsideration
of the current skills stock
and constraints, as well
as an effective human
capital development policy
framework is prompted.

1 See e.g. World Bank (2014a)

2 See Economic Planning Unit (2010, 2015); | LMIA & TalentCorp (2016).
3 See Fleming & Sgborg (2012); Jimenez et al. (2012); Junaimah and Yusliza (2011); ILMIA & UPM (2016), IPSOS Business Consulting
(2012, 2014a); KPMG (2012), MCMC & ILMIA (2015); PwC (2013a, 2013b); World Bank ( 2011a); and World Bank & ILMIA ( 2014)

4 See MOHE (2012); TalentCorp (2015, 2016a-f)

5 See Kharas et al. (2010); Penang Institute (2015); PSDC (2012); and PwC (2013b)



low unemployment rate does not indicate the absence
of quantitative and qualitative manpower issues.

On the contrary, it indicates an increasingly constrained
labour situation, high-qualified labourin particular; while
at the same time, it tends to conceal significant skill
issues. Both aspects are problematic. First, according
to the 11th Malaysia Plan, Penang's manufacturing
and services sectors are projected to continue to grow
steadily at an average annual rate of above 6% during
the period 2016—2020. This leads to additional labour
demand, while supply is facing constraints. Second,
Penang is no exception to the phenomenon of middle-
income trap. The state government has responded with
concrete initiatives to further diversify the economy
and develop new industrial pathways, such as global
shared services.

Human capital development is key to the success
of these initiatives, without affecting the rest of the
economy. As Penang has been at the crossroads
for some time in terms of economic strategy,
a reconsideration of the current skill stock and
constraints, as well as an effective human capital
development policy framework are prompted. Next,
in regard to the current economy and labour market,
skill gaps and shortages of skilled workers in most
economic sectors have been and will continue as a
key issue that is frequently raised by industry players
in Penang. Finally, work processes continue to evolve in
many industries. There is a need to anticipate on trends
that will become prevalent in the near future.

The fundamental question on the availability and
demand of skilled workforce in Penang remains
unclear, just as market structure and processes. This
also applies to high-qualified labour. Understanding
employee skill issues is important. In light of Penang's
progressive economy into the next level of growth, skill
shortages and gaps of high-qualified workforce are
clearly undesirable. Identification of skill shortages
against new economic directions is imperative to
ensure human capital matches the skill sets required
by potential investors.

This study responds to the urgency of coming to
grips with the demand and supply of skills of high-
qualified workforce in selected manufacturing and
services industries in Penang. It frames human

capital development not
only by the existing or
developing economic
mix, but also through the
vision of Penang's ‘Next
Economy'. The latter is
defined by the agenda of

This study responds to
the urgency of coming
to grips with the demand
and supply of skills of
high-qualified workforce
in selected manufacturing
and services industries in
Penang. It frames human
capital development through

economic  diversification
and deepening of the role  economy.

in global value chains by

attracting corporate non-manufacturing operations
and new lines of business, (technological) upgrading
of mandates of multinational corporations (MNCs)
and minimisation of the impact of MNC assembly
closures, and at the same time safeguarding growth
and technological development opportunities of local
firms, SMEs and large entities.

1.2 Perspectives and objectives of
the study

Human capital and skill issues are not merely a
demand side occurence, but also a supply side that has
many facets and drivers. The objectives of this study
relate to the following: stock-taking of skills availability,
skill shortages, and gaps observed in selected key
industries prioritised for growth, including the causes of
skill issues, with a view to provide ideas for a roadmap
of human capital development and skills in the near
future. In all this, the scope of this study is on higher-
qualified labour.

It is not the aim of this study to offer a detailed
prospective analysis of worker skill requirements
or forecast of the demand and/or demand-supply
relationship (shortage or redundancy respectively) of
specific skills and/or higher-qualified workers inarange
of expertise, occupations, or industries, for a specified
period. The feasibility of these is severely limited by data
availability, in quantitative and qualitative respects. It is
now generally recognised that quantitative forecasting
is an outmoded approach for ascertaining trends in
skill shortages, gaps, and so on, whether at the macro-
level or the micro-level. The reason for this is the highly
dynamic and volatile nature of factors that go into
the equation. High level of uncertainty substantially
diminishes the value of such an exercise.

6 See Yusuf and Nabeshima (2009a)

the vision of Penang's next

1.2 Perspectives and objectives of the study
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The aim is rather to map and obtain insight into skills
availability, shortages and gaps, and to analyse labour
market dynamics to gain a better understanding. Such
an understanding offers great help on what directions
to take. Thus, our concern is with characteristics of
the economy, firms, processes in the labour market at
different levels, as well as characteristics and behaviour
of actors (firms, workers and institutions), their
opportunities and constraints, which influence — even
determine — skills pattern development on the demand
and supply side.

In this study, we adopt three perspectives from the
aims listed above. These perspectives are: macro,
firm(s) and their constituent industries and worker(s).
Macro refers to the ‘market’ at large, which is at a
different — higher — level compared with industries
and firms. Distinguishing these perspectives is
important in view of the possibility of differentiation:
what applies in the market does not necessarily apply
in individual industries and firms (sets of, and/or
individual), and vice versa. The micro — perspective of
workers is important as these are — often overlooked
yet important — actors in labour market processes, in
part determining prevailing market structures. Their
behaviour is an important determinant at the supply (as
well as demand) side of the labour market. Behaviour
is multifaceted, but includes the aspect of mobility,
within and beyond the regional labour market. Skill
transferability is one of the factors to gauge in the
role of labour mobility in — differential — skill gaps and
shortages. Figure 1.1 depicts the three perspectives
and how they complement each other.

Figure 1.1: Three perspectives in the study
of Penang skill gaps and shortages

/ Workers

Market

We can now define the objectives of this study more
specifically, as follows:

1. Identify demand and supply patterns and trends of
high-qualified labour in the evolving Penang
economy and labour market;

2. Identify types of skill shortages with respect tolabour
force relevant to the key industries and their
constituent firms;

3. Identify skill gaps in key industries/segments of the
economy and their constituent (groups of) firms;

4. Understand internal and external determinants
and consequences of skill shortages and gaps in key
industries;

5. Identify and analyse the infrastructure already in
place in regard to education and upskilling of high-
qualified labour;

6. Understand labour mobility patterns in terms of
directions and drivers, the role of skill relatedness
(industry branches and jobs) in mobility; and the role
of mobility in skill shortages and gaps; and

7. To address skill shortages and gaps with respect to
high-qualified labour.

1.3 Focus of the study

Penang has been experiencing skill issues in regard
to different categories of labour. So far, substantial
attention has been given to lower and medium skilled
workers. As stated above, this study focuses on
skill sets of high-qualified workers (at least tertiary
education).

The scope of this study is circumscribed in terms
of not only groups of workers in the labour market,
but also industries and/or operations carried out by
(multinational) firms in Penang. This study focuses on
those that are envisaged to be part of Penang's ‘Next
Economy' and are targeted as such by policy makers
and agencies for growth and investment. Below is a list
of the industry focus. Further elaboration will follow in
Chapter 3.

Table 1.1: Industry focus in brief

1. High-tech manufacturing: Industrial electronics,
semiconductors and optoelectronics

High-tech manufacturing: Other industries
Precision engineering and automation

Medical devices and life sciences

Global Business Services

Advanced producer and financial services
Hospitality services

NOo o WD



8. Medical tourism

9. Information technology
10. Logistics and Transport
11. Education and training

1.4 Knowledge deliverables

The study assesses skill gaps and shortages as well as
programmes to address and alleviate skill deficiencies
and mismatches, (to be) implemented by a range of
agencies (Figure 1.2). Next, the study provides insight
into drivers of the demand and supply of skills and
competences comparing selected key industries.
Along with its current and prospective growth, without
engaging in formal forecasting, an attempt is made to
assess the developments and factors driving skill needs
of higher-qualified labour in the Penang economy at
large and within our industry scope, at present and in
the next 5—10 years. Some leads have led to the choice
of industries of specific interest for this study. Insight
into drivers helps to grasp the trends of skill demand
over a period of time, be it qualitative skill deficiencies
or quantitative skill shortages.

Figure 1.2: Knowledge deliverables

in Penang in regard to labour market issues, skill
gaps, and shortages in specific. Insight is provided
into similarities and dissimilarities of skills required in
different segments of the economy — or skill relatedness
in industries — and worker inclinations. In turn, these
produce insight into short- and long-term implications
of mobility in regard to the structure and functioning of
the labour market, access to labour, and the adequacy
of labour in an economy. Next, an understanding is
produced of the existing educational and training
infrastructure. This provides additional knowledge
of the skill mismatches related to occupations,
qualifications, positions and industries. Finally, this
study offers a skills strategy for education/training and
functioning of labour market institutions to enhance
skills and increase employability, skills availability, and
productivity. The ideas aim to satisfy skills demand
and provide supply in line with the demand of skilled
workers in Penang.

1.5 The structure of the report

This report consists of two parts, a main report and
a technical report. The former has the appendices

Drivers of demand and
supply for skills: nature,

Educational and training
infrastructure: nature,
size and functioning

Supply of skills; nature,
size of, and reasons for,
skill gaps, shortages
and mismatches

‘ performance and growth
Focus on priority industries
Ideas educafion/training

and functioning labour
market institutions

te enhance skills and

elevate employability

Trends in demand for
skills: Quantitative
and qualitative

and productivity

Focus on priority industries
and higher level skills
Patterns and characteristics
of labour mobility; skill

relatedness of jobs
and industries

The functioning of the labour market — in the light of
these drivers — will also answer the important question
on the role of mobility among high-qualified employees

to individual chapters and the latter has annexes as
addendum to the main report. In large part, they relate
to the methodology and implementation of this study,

1.4 Knowledge deliverables
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analytical techniqgues used, and data additional to those
included in the main report. This main report consists
of 10 chapters, and the objectives of each chapter are
relayed below.

Chapter 1 Introduction

Describes objectives and perspectives of the study; and
outlines deliverables of the study.

Chapter 2 Framework for the Study and Key
Observations

Offers a conceptual overview of labour market
dynamics, skills and skill shortages and gaps; and
presents key observations on Penang labour market
emanating from the study.

Chapter 3 Approach and Methodological Notes

Outlines the main approach of the study; explains the
three perspectives or components of skill issues and
details the methodology used in each component; and
discusses limitations of the study.

Chapter 4 High-Qualified Labour and Skills:
The Demand Side

Sketches and analyses the demand side of Penang
labour market, in quantitative and qualitative aspects,
focusing on high-qualified employees; current drivers
of, development of, and shifts in, demand for/towards
high-qualified labour in relation to investment trends, job
vacancies and firm recruitment patterns; and discusses
the specifications of job vacancies and recruitment; and
considers debates on the future of work/jobs and what
that may imply for Penang.

Chapter 5 High-Qualified Labour and Skills:
The Supply Side

Sketches the supply side of high-qualified labour and
skills in Penang; offers general observations on labour
force growth and participation rate and elaboration on
relevant supply side developments and constraints;
discusses availability of high-qualified labour and
analyses skills supply in terms of occupations and skill
sets, recruitment patterns, and difficulties in particular;
and identifies skill shortages in the market and presents
some observations on labour competition and how
firms deal with this.

Chapter 6 Skill Deficiencies and Gaps:
Upskilling Infrastructure

Focuses on the education and upskilling infrastructure
in Penang in relation to skill deficiencies and gaps; deals
with primary skill learning institutions and questions
surrounding their output and quality, issues concerning
the secondary supply and skill gaps in particular, the
nature of these gaps, the role of upskilling and how
firms in different industries overcome these, as well
as the different avenues of upskilling, the impact of
upskilling, regional and local institutional initiatives to
enhance high-qualified human capital, and institutional
skill augmentation initiatives.

Chapter 7 High-Qualified Labour and Skills in

Core Manufacturing Industries

Discusses aspects dealt with in Chapters 4 and 5
specifically for Penang's key and targeted industries
and their constituent firms whereby individual industries
are treated separately. In this chapter, the focus is on
electrical & electronics (high-tech manufacturing) and
other high-tech manufacturing, precision engineering &
automation, and medical devices.

Chapter 8 High-Qualified Labour and Skills

in Growing Services Industries

This chapter focuses on growing services industries,
which are also related to chapter 4 and 5.

Chapter 9 Mobility of High-Qualified Labour

Explores mobility flows, characteristics and drivers of
high-qualified labour in Penang; the approach is one
of a case study of recently set up operations in Global
Business Services in Penang; and discusses issues of
labour turnover and retention of surveyed firms and
deals with current engagement approach.

Chapter 10 Augmenting Skills for the Next Economy:

Ideas for a Skills Strategy

Ideas for a human capital augmenting strategy
emanating from the findings of the study.



FRAMEWORK FOR THE STUDY
AND KEY OBSERVATIONS

This chapter first offers a conceptual framework of relevant aspects in the study of skill gaps and

shortages. It discusses skills taxonomy, the meaning of gaps and shortages, causes, and costs/
conseqguences. To frame the empirical analysis in later chapters, three perspectives are introduced. Part
of the frame concerns the relationship between economic structures, labour market functioning, and —
related to these — differential sources of labour with required skills. The second part of the chapter offers
key observations on Penang, related to the concepts discussed. This sets the scene for the detailed
analysis in the later chapters.
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2.1 Skills and related concepts

A skill is an ability to perform a task effectively (with
a desired or needed result/outcome) from desired
or necessary level of knowledge and expediency/
competence. To perform a particular task, a person
with the right skill is likely to carry out the task better
than someone who does not possess this skill. This
person is most likely equipped with (a) a suitable
qualification acquired through formal education and
training, (b) attributes acquired in other ways, including
informal learning and on-the-job experience. For this
reason, there is no watertight relationship between
qualification, occupation and skills. It has been argued
that — as economic organisation and technology
evolve — skills beyond ‘learnt knowledge' are becoming
more important. Nonetheless, skill-sets are frequently
‘expressed’ in terms of occupations. The skill typology
can be classified into five categories. These include:-

1. Job-specific skills and generic skills;

2. Hard, soft and transportable skills;

3. Job- and task-related skills, cognitive skills and
socio-emotional skills;

4. Employer-specific and non-employer specific or
transferable skills; and

5. Low-wage generating and high-wage generating
skills.

This study focuses on the second category, where
Figure 2.1 further illustrates the skill typologies, and
the details of skill taxonomies are included in Technical
Report: Annex 2.

Figure 2.1: A typology of skills

Hard skills
Technical job-specific skills that

are usually easily observed,
measured, trained, and closely
connected with knowledge.

General skills
Skills applicable in most companies,
occupations, and sectors.

Figure 2.2: Concepts related to skills

Market Industry/firm Worker

+ Demand/Needs | + Industry/firm/ + Skill-set

+ Supply job-specificity + Employability

+ Shortage + Transferability + Work-readiness
+ (Mis)match + Shortages - Competence

Generic Hard skills

+ Deficiencies

+ Gaps

+ Skill-relatedness

+ Recruitment
difficulties

+ Transferability

This report adopts concepts related to skills that are
summarised in Figure 2.2 at three levels: the market, the
industry/firm and the individual employee. The details
of these concepts can be found in the technical report:
Annex 1. The concepts are particularly important at the
level of skill specificity and transferability, impinging on
employability.

Skills are acquired throughout the life course from a
variety of sources. The level of command and how to
apply it, ranging from basic to advanced level are of
great importance, whether performing tasks becomes
more routine, or knowledge/expertise applied is more
complex. Pertaining to this, competence refers to the
level of proficiency in the application of skills.

Issues related to skills are commonly couched in
terms of skill shortage or mismatch leading to hiring
difficulties. Skill gap is another common term of skill
issues (which is different from shortages), as it does
not refer to the market external to organisations but
to employees who are currently employed in the firm.
Figure 2.3 elucidates this distinction.

Soft skills
Non-job specific skills, which
are usually intangible, hard to
measure, and closely connected
with attitudes.

Generic Soft skills

Specific skills
Skills applicable in a small number
of companies, occupations, and
sectors.

Specific Hard skills

Specific Soft skills

Source: RPIC-ViP (2011)



Figure 2.3: Skill shortages as distinct from skill gaps

Internal External

Current Employees

Vacancies

Competent Skill Gaps

Recruitment no

problems Hard-to-Fill Vacancies

Source: MAC (2008b)

Skill shortages and gaps can be designated in
guantitative terms; shortages very often are expressed
in terms of occupations: the availability of individuals
with specific occupations in the market. This should
not be confused with ‘critical occupations', which are
defined as those that are sought-after and strategic
in key industries in the economy. Equally important,
skill shortages and gaps have a qualitative dimension,
referring to the competence level of workers in the
market and/or in the existing workforce in industries
and companies.

Misalignment refers to competences at a lower level
and/or lower level of skill application than what is
demanded or desired by the employer (in current
jobs and/or position(s) to be filled). It can be stated
otherwise, a discrepancy between expected skill
standard(s), based on e.g. qualifications and/or
experience, and actual level/standard. The concepts of
employability and recruitment difficulties directly link to
qualitative shortage.

2.2 Framing skill issues of higher qualified
labour: Perspectives

To obtain a well-rounded picture — with a view to
formulating policy — skill issues have to be analysed
from three perspectives. These are the market (macro-
level), industries (meso-level) and firms, the individual
employee/worker, and/or groups of employees (micro-
level), as depicted in Figure 2.4. Skill issues are not just
about 'measuring’ deficiencies or mismatches and
forecasting needs and discrepancies between demand
and supply, but also about understanding the underlying
functioning of the economy and labour market, as well
as labour processes.

Other Skill
reasons Shortages

Figure 2.4: Three perspectives of
skill issues

Industry/ Market
firm

Employees

The macro-level is perhaps most straightforward as
it pertains to demand and supply at the highest level
of aggregation. The demand side is governed by the
dynamics of the economy in terms of growth/decline,
composition and structural changes in regard to
industries and firms. Another factor is the dynamics
of work/jobs, reflecting — changes in — operations,
technology, organisations at industry and firm levels.
Economic upgrading implies significant shifts in
demand patterns of labour skills.

Box 2.1 categorises sources of supply of labour and
of skills in any labour market. The secondary supply
does not add to or subtract from the total market; as
such it does not have significance at the macro-level.
Labour mobility or circulation, however, can be of great
significance (positive and negative, beneficial and non-
beneficial) at the level of industries and firms. Thus, the
picture at meso- and micro-levels may be at variance
with the one at macro-level.

2.2 Framing skill issues of higher qualified labour: Perspectives
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A tertiary and quaternary supply can be of significance
in regard to overall quantitative labour/skill supply
issues. Qualitative issues are applicable to all sources
of supply. A ‘'third party' training infrastructure, as

Box 2.1: Sources of supply in a labour market

1. Primary supply:
Educational institutions locally, nationally;
entrants minus voluntary unemployed,
brain drain, and retirement.

2. Secondary supply:
Existing workforce; worker movement and
upskilled workers available for recruitment
elsewhere; workers made redundant by e.q.
closures (with/without reskilling).

3. Tertiary (or unconventional) supply:
Lure back workforce into the labour force
after career interruption (re-entrants).

4. Quaternary supply:
Attracting talents from abroad.

much as reflecting shortages, can assist in overcoming
deficiencies in the market and in the existing labour

Figure 2.5: Causes of skill shortages and gaps

force. Therefore, it enhances supply; on the other hand,
it reflects the presence of deficiencies in primary and
other sources of supply due to market failure and/or
other factors.

2.2.1 Causes of skill issues

The causes of skill issues include drivers of new skill
demand. A distinction can be made between those at
the firm level (micro) and those at the overall economy
level (macro). Furthermore, factors impinging on the
quantitative side of skill gaps and shortages are to be
distinguished from those impinging on the qualitative
side. Overall, demand side factors can be differentiated
from supply side factors. Figure 2.5 provides an
overview of causes of skill shortages and gaps from
these aspects.

In regard to macro demand and supply, economic and
industries growth, and employment growth faster than
supply can expand at short term. They are important
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factors underlying quantitative shortage. This also
defines the overall condition of the labour market.
Irrespective of whether the labour market is constrained,
remuneration levels, working conditions and reputation
of industry/firms are factored in at meso- and micro
levels, not to mention working hours, location and skill
specificity. There is much debate about the standards
requirement of firms adhere to in regard to the
recruitment and skills.

The question of skill training by firms (individually or
via collective institutional constructs) and upskilling
by individual 'seller’ of labour has provoked even more
debate. While mostly there is no alternative, especially
in constrained market conditions, firms are reluctant
to invest heavily in skill training as they may quickly
lose upskilled employees to other firms (that reap the
returns without any investment). Likewise, sellers may
consider investing in skill upgrade to earn a wage-
premium in the prevailing market. On the other hand,
they may also consider that as firms engage in under
hiring, jobs will be offered at an attractive wage-level,
regardless of investment in skills upgrading and/or
career development. Opportunistic behaviours may
prevail in the market.

An intangible cause of skill issues is related to the
longer term systemic evolution of technological system
and paradigm that significantly impact the nature
of work (and skill requirements). Several systemic
transitions have occurred in manufacturing in the
past; it is generally held that we are at the verge of a
new manufacturing transition — Industry 4.0. This
transition revolves around the widespread application
of automation and robotics, as well as a deepening
of network organised production processes enabled
by internet-/cloud-based communication technology.
Some of the advanced economies are currently at
the forefront of this transition, stemming from high
innovation capability. While these are pioneers and
frontrunners, others are followers or laggards. When
the digitised factory of the future enters emerging
economies (at national or regional level); it will soon
impact the nature of jobs locally. Equipping labour with
the requisite skills is one of the key challenges in the
near future.

2.2.2 The secondary supply through labour
mobility

In relation to the above, some observations are useful
to make. First, the meso- and/or micro-levels may

show a different picture compared with the macro-
level. In other words, what applies in the labour market
as a whole does not necessarily apply in individual
industries and firms. Quantitative and qualitative issues
pertaining to the primary, tertiary, and quaternary
labour supplies, leading to a constrained market and
mismatches, can be overcome by individual industries
and firms by turning to (tapping into) the secondary
supply, self-induced (e.g. labour poaching). However,
not all industries and firms have equal capacity to do
SO.

The playing field may be uneven with some industries/
firms having a better competitive edge than others,
derived from various factors: size and origin, reputation,
operational and  technological  characteristics,
employment conditions, entrepreneurial attitudes,
flexibility in accommodating worker preferences and
demands and so on. In general, however, attraction
is contingent on skill-relatedness, or level of skill-
specificity. It is also determined by information
availability and recruitment practices. Retention is
an equally important concept in regard to secondary
supply and labour mobility. It is increasingly opined that
‘engagement’ is becoming a novel and increasingly
necessary requirement.

This brings us to the other side of the equation:
secondary supply hinges on the willingness of
employees to move with incentives being an important
factor. A labour market displaying sizeable surpluses
at all levels tends to have low labour circulation as
employees perceive the high risks involved with leaving
the current position. On the other hand, substantial
gains can be achieved in a constrained market,
remuneration and otherwise, without many risks. In a
highly segmented labour market, significant barriers
exist for labour circulation. Figure 2.6 illustrates the
implications of economic structure and labour market
functions under alternative conditions.

Recently, substantial debate has surfaced on labour
mobility inclination and employer commitment in
relation to the new employee cohort, the Millennials or
Generation-Y. Millennials have a drastically different
outlook on what they expect from their employment
experience, and employers will need to develop new
engagement models and policies. Retaining employees
in a competitive marketplace remains the biggest
priority and concern. Compensation, flexibility and
career mobility opportunities are treasured when it
comes to recruiting and retention.
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Figure 2.6: Economic structure and labour market function under different conditions
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2.2.3 Linkage perspectives

Figure 2.7 depicts how the three perspectives discussed
are interlinked. The costs of skill gaps and shortages
can be substantial.

Consequences can be assessed again from the macro
and micro perspectives. A differentiation is needed
between gaps and shortages. As for the micro-level,
the focus is on firm's objectives, labour recruitment
practices, wage clearing level, and development
potential and strategy (see Figure 2.8). Some
consequences at the micro level are manifested in the
firm responses to gaps and shortages.

O
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Unemployment

Primary
Compartment

Drainage-induced
Shortage
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unemployment
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Preferred

Secondary
Compartment

As noted above, the question on whether firms do
or do not have sufficient incentives to engage in
worker training/skilling programmes has been widely
discussed. A paradox is manifested here, the more
prevalent or widespread — and persistent — skill gaps
and shortages are, less inclined firms are to engage in
worker training. With respect to skills that are not firm-
specific, there are indeed many arguments in favour
of significant disincentives. Prime among these is the
fear of losing trained workers through poaching. Labour
poaching is among the causes/consequences of skill
shortages (at the same time as constituting a firm level
response).



Figure 2.7: Inter-linkage of the market, industry/firm and worker perspectives on skill issues
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Figure 2.8: Consequences of skill gaps and shortages at economy and industry/firm levels
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Figure 2.9: Selected strategies to address skill gaps and shortages
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When the labour market is buoyant, competition for
workers is high and poaching is expected. As noted,
the returns of skill investment made by an employer are
accrued in part to other firms. Contingent on the firm-
specificity of knowledge and skills involved, the costs
incurred by firms experiencing labour transfer through
poaching could also involve other firms accessing
competitors' knowledge base. Firms can reduce
poaching by raising wages of trained workers, thus
further increasing labour costs.

At the macro-level, consequences of skill shortages
have been considered with respect to three aspects:
the wage clearing levels in the overall labour market, the
growth potential of individual industry branches, and
opportunities for new growth paths in the economy.
All three aspects are dependent on the overall labour
market condition, constrained or labour abundance,
and degrees of compartmentalisation with differential
prevalence of buyer and seller market features.

Figure 2.9 shows strategies that can adopt to mitigate
skill gaps and shortages. These can be adopted by
actors and stakeholders at several levels: the economy
(macro) and at the level of industries and firms (meso-/
micro-).

2.3 Identifying and measuring skill gaps
and shortages: Indicators

Identifying and measuring — quantitatively and
qualitatively — of skill gaps and shortages hinge on
indicators of labour market. A general distinction is
made between macro-, meso- and micro-levels. Each
level has its own set of indicators, which are depicted
in Table 2.1

At the macro-level, unemployment rate (among specific
categories of labour) is an indicator that measures skill
shortages — skill deficiencies in persons contributing
to the market — will be reflected in higher than 'normal’
unemployment as deficiencies impact employability.
However, this does not take into account the overall
labour market situation. This seems to constitute an
important contingency factor. In a constrained market,
low employability and unemployment may well go
hand in hand as employers see no other choice than
to hire under-skilled workers to fill the resulting gap
through training. Following up on the latter aspect, the
extent and form of a ‘third party' training/upskilling
infrastructure may well be a suitable indicator.
However, for economies that are in a transitional stage
of development, its usefulness is more limited than
others.

Indicators

2.3 Identifying and measuring skill gaps and shortages:
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Table 2.1: Indicators of skill shortages and gaps from macro, meso and micro (firms and

workers) perspectives

Macro
(market)

Supply side

Employed persons

Unemployment rate

Entrant into labour market (graduates): by field of study vs. needs

Extensiveness of labour training/skilling infrastructure

Demand side

Vacancies

Vacancy fill rates and hard-to-fill vacancies

Number of vacancies

Wage structure

Meso
(industries)

Skill shortages

Hard-to-fill vacancies; vacancy/search duration

Most frequently advertised job titles

Wage offered

Skill deficiencies
and gaps

Training

Skills that need the most improvement

Micro
(firms)

Skill shortages

Hard-to-fill vacancies; vacancy/search duration

Positions not filled up

Rate of filling up vacancies

% of applicants fully meet requirements

Labour poaching

Firms' recruitment standards

Labour turnover

Under hiring

Wages offered

Skill gaps

Skill proficiency level

% of employees fully skilled

Skills that need the most improvement

Preparedness of employees’ new tasks

Labour turnover

Training

Micro
(workers)

Skill suitability/
proficiency

Employability/ease of hiring

Job-readiness

Job search duration

AN ]OO N[O R JWIN | = O A WIN | =00 | N oA W~

Skill transferability




Variables related to vacancies and wages are probably
the most frequently used indicators. These have
the advantage of being applicable to all levels. Skill
shortages have a depressing effect on overall or
average wage levels. On the other side, substantial
remuneration premiums may prevail for specific
skills in high demand in an industry, or a set of firms,
but short in market supply. Such premiums result in
inter-firm competition due to the limited supply. Hard-
to-fill vacancies is an indicator employed in many
studies, as it directly pertains to 'hard to get' in relation
to stipulated requirements. Such vacancies can be
defined in terms of occupations, positions, or profiles.
Therefore, it requires a yardstick to determine skills that
are 'high in demand but short in supply' at qualitative
level (including specific combinations of competences).
Vacancy duration is one possible indicator.

In a number of countries, a critical occupation list (COL)
is developed, which sets forth the jobs most in demand,
and for which industries may be facing shortages or
difficulties in hiring. The COL identifies occupations
that are sought-after by key economic sectors by
providing information on the type of specialisations
and competencies that the industry demands from
employees. Besides listing critical occupations
demanded by the industry, the COL also provides
insights into graduate employability programmes and
facilitates the return of Malaysian professionals from
abroad.

In practice, hard-to-fill vacancies or hiring difficulties
can also be assessed through gathering information
from recruitment agencies. These agencies provide
useful input pertaining to employers' expectations
and labour market dynamics, which provide a guide
to identifying shortages and mismatches. However, in
assessing information from recruitment agencies, one
has to take into account the role of skill-specificity or
specialisation that serves as channels for employers
engaging recruitment agencies for such recruitment.

Considering workers atanindividual level, job-readiness
is an important indicator signifying employability or the
ease with which a specific worker will be hired (and by
whom) and the length of period needed to fill a suitable
job. Skills that are highly transferable in relation to
demand from differentindustries and firms in the market

make an individual marketable for a range of vacancies
in different industries and firms. While promoting
mobility, there can be disadvantage of low level of skill-
specificity or specialisation, hindering employment.
A high level of skill-specificity in terms of specialised
positions or occupations with specialised tasks, though
limiting opportunities for mobility to similar firms in the
same industries, can command a high remuneration.

2.4 Setting the scene: Key observations
on Penang

This section provides general observations with regard
to the findings that have emerged from our scrutiny of
the Penang study, pursuing the perspectives framework
as laid down in Figure 2.7. The observations 'set the
scene' for the detailing and elaborate discussion in the
remainder of this report. After a macro-view of labour
market and skill issues in Penang, we will look at the
industry and firm-levels. The worker perspective will
be discussed in the final section. Peculiar features of
labour market processes in Penang — pertaining to
high-qualified labour — will be linked to the apparent
structure of the Penang economy. These appear to
contribute to skill shortages and gaps at meso- and
micro- (firm) levels, and to a significant extent, underlie
heterogeneity observed at these levels.

2.4.1 Macro view of labour market and skill
issues

High-qualified labour
demand has expanded and
changed as manifested
through vacancies

Observation 1
Vacancies occur in a
constrained market as
far as high-qualified
labour is concerned.

throughout the economy

by any measure of time, on
a monthly or annual basis. Tracking job portals such
as JobsMalaysia and Jobstreet reveal a continuous
high number of job advertisements and vacancies on
a monthly basis (Chapters 4 and 5). Vacancy density
only in part is determined by new jobs created as a
result of approved and implemented manufacturing
and services investments, be it domestic or foreign. For
another part, vacancies concern existing jobs.

2.4 Setting the scene: Key observations on Penang
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A constrained market for
In this constrained higher—qualiﬁed . labour:
market, high-qualified e‘”d'?”c? - GO'“Q ) by
labour shows | applications for specialised
substantial mobility. fields of work as defined by
e.g. JobStreet, one tends to
conclude that there is ample supply of labour in most
fields and at most skill levels/types of skill. A multiplier
of 100 or more is quite common (Box 2.2). Each vacancy
receives a large number of applications. As illustrated
in Box 2.2, the number of unique applicants is much
lower. Applicants cast their net wide across profiles
(titles and functions). Ample supply is inconsistent with
the labour force — employment trends depicted in the
next chapters, as well as the fact that unemployment
rate has been markedly low for some time (hovering
around 2%, below average). Also, unemployment to
job vacancy ratio overall has declined. The multiplier is
much higher than one would expect in a situation of
low mobility and job applicants, mainly involving new
entrants/job seekers. Even the higher unemployment
rate among youth (including educational institutions
leavers) does not necessarily indicate oversupply
of workers. Rather, undersupply of skills as we will
conclude later from the data.

Observation 2

Observation 3 !—Iigh . mobil.ity is
Mobility indicates the | inconsistent with ample
role of the secondary | labour and skill supply
supply, adding to | — Communication with
primary supply. representatives from

job portals confirm the
patterns  and indicate
the cause for the high
multiplier to be high
mobility among those who
are already employed. This
is inconsistent with ample
labour supply. As noted in
Box 2.3, job shift is rather
risky in such conditions
while  most employees
would be expected to be risk-averse. Furthermore,
an ample labour supply would depress wages and/or
fringe benefits, discouraging change of employment.
Job change is far less risky in a situation of labour
competition because of limited supply (and can produce
substantial gains). This is especially so for those with
some degree of skill-specificity. Mobility incentives are
consistent with a constrained market.

Observation 4
Vacancies, while
indicating labour need,
may not be a perfect
indicator for actual or
net demand because
of chain effects of
job shifts and labour
mobility (behaviour of
secondary supply).

Analysis reveals scarcity with respect to high-qualified
labour. This category is equally marked by high
mobility, which is probably one of the most significant
market processes in Penang. Later an interpretation
of mobility is offered, related to the structure of the
Penang economy and labour market functioning.

A better measure would be the number of vacancies
from new job creation. Unfortunately, figures on this are
not available.



Box 2.2: Anomalies in the Penang labour market

According to JobStreet, for the top 20 specialisations, the number of applications is over a hundred times higher than the
number of vacancies advertised (Figure 2.10). This multiplier shows little variation between different specialisations. It
should, however, be noted that the unique number of applicants is substantially less since they often apply to more than
one vacancy. Still, it cannot be concluded that an overall shortage of applicants exists.

Figure 2.10: Vacancies and applications received in the top 20 specialisations in the first half of 2015
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It seems that despite growing demand combined with low unemployment, which indicate a tightening labour market
characterised by quantitative shortages of labour, the supply of labour remains abundant. This paradox can be explained by
labour mobility. Due to a tightening labour market, demand for workers starts to exceed supply, which gives employees the
(perception of the) opportunity to switch to ‘better jobs' and move up within the labour market. This tendency towards high
labour mobility is confirmed by recruitment firms, which justify that job-hopping is very common: “As there is high demand,
workers change job frequently, employees work only 1—2 years for one company, especially the young people.” Another
participant stated, “Nowadays, if people work three years for the same company, it is considered as a stable candidate. This

used to be 510 years."

The apparent high labour mobility within the market is less likely to occur in a labour market characterised by a surplus. In this
case, as set out in the framework of this study, people rather hold their positions due to fierce competition for jobs available.

Skill supply — Characterisation of the Penang labour
market as constrained implies that a mismatch exists
between demand and supply (shortages). However,
there still seems to be an abundance of workers
available in the market, looking at the number of
applications in JobStreet. It points towards a pattern
of substantial dispersion with regard to skill profiles
among those who suggest a skewed or distorted
supply of skills with relative ‘ample’ availability of rather
unspecific skill profiles. But skills that do not match
demand will result in mismatch between supply and

demand. Having generic skills can command better
remuneration packages.

It is contended below that Penang's economy indeed is
compartmentalised, contributing to labour circulation.
Those with specific skill sets that are in demand are in

short supply and are able to
earn significant premiums
in the market. This leads to
the next observation.

Observation 5

Apart from new jobs,
vacancies result from
high labour circulation.
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i Indicator  evidence -
Observation6 | gyil mismatch or skil
Frequent job shift L

as indicated by the deficiencies of entrants
application  patterns | and those in the secondary
of vacancies pointing | supply (versus demand) is
towards the supply | revealed through several
characterised by a | indicators. These concern:
prevalence of generic | ooy ) professional
transferable skills. .

Conversely, demand occupatlonal groups that
may show a significant | are in demand but are
degree of  skill | insufficiently available; 2)
relevance, allowing Vacancies that are hard to
workers to ‘exploit’ | fj|l. and 3) Infrastructure
transferability. for  professional  skill
augmentation training or

upskilling.

Observation 7
As against prevalence
of generic transferable Interviews with recruitment

skills,  within  the | companies and querying
constrained  market | ypoge — a5 well as other

there s~ genuine agencies and persons -—
shortage in the fields of 9 P

high skill-specificityy | over a listing of critical
skill shortage in the occupations, revealed
area of professional | shortages in terms of
(job-) specific skills. professional positions,
flelds, and occupations.
Critical occupations or positions are not necessarily in
short supply. Firms seek recruiters for niche positions.
Shortages are indicated in the fields of research
and development/design in different industries
(IC, electronics, life science, medical devices and
pharmaceuticals), IT programming, due diligence/
compliance and financial  control/accountancy.
Engineers (software, mechanical, process, production,
quality and test), are by far ranked as the most
demanded and filled position/occupation, but also with
the most acute shortage.

Closure of several multinational firms recently and
currently does little to alleviate the supply constraints.
Most of the retrenched workers have skills that are
gradually obsolete with further upgrading of the
economy. To the extent this concerns foreign labour;
they are likely retracted from the market; for the other
part they would need retraining. On the other hand,
retrenched workers with suitable skills becoming
available through the secondary market are insufficient
in number.

Persistent vacancies — Our analysis reveals a
moderate occurrence of persistent vacancies (the idea

of persistent is defined in Chapter 5 in relation to hard-
to-fill). These are found in fields and positions that are
congruent with the ones indicated above. Persistent
vacancies have different characteristics in different
segments of the economy (see later discussion of
compartmentalisation). While its prevalence appears
relatively modest, vacancy advertisements appear to
point towards employer branding and the perception of
a preferred employer. This is known to attract qualified
and best skill-equipped applicants. As the 'less-
preferred’ employers appear under-represented, our
finding probably underestimates persistency. The fact
that even stronger companies experience recruitment
difficulties (vacancies that are difficult to fill within a
reasonable time frame) is quite telling.

Causes of shortages — One is brain drain, driven by
remuneration differences and lucrative job opportunities
for highly demand skilled workers and a volatile market
due to closures. Another cause is the commonly
felt limited output from educational institutions of
entrants, in occupations and functions that are in
demand. This is in part related to study preferences
of students, impacting employability of graduates. It
is substantiated by the composition of graduates from
public and private institutes of higher learning for each
field of study. It is reflected in and has led to initiatives
such as Penang Science Cluster, an endeavour of
Mr. Yoon Chon Leong, an inspiring propagator of the
relevance of science to the job market. This cluster
has set up programmes to address this issue, such
as exhibitions, workshops, café talks and support to
local tech start-ups. A third cause — pertaining to skill
level rather than qualification or occupation — concerns
the discrepancies in terms of competency between
the knowledge gained from qualifications and actual
skill depth. Applying equally to those with the ‘right’
fields of study, this again affects employability. Other
causes include overly high wage demands, level of
experience required, length of working hours, location
and transport constraints (mainland).

Upskilling infrastructure
- Further indicating
professional skill
deficiencies (shortages
and gaps), we find the
presence of a substantial
infrastructure for
knowledge enhancement
and upskilling. While PSDC

Observation 8

We find the presence
of a substantial skill
training infrastructure,
in part geared towards
higher-qualified labour
and specific hard and
soft skills (examples:
Chapter 6).

7 See chapter 4



is diversifying into higher-level technical upskilling and
is a collective effort of member companies, there is a
range of private and semi-private set-ups that cater to
a market emanating from the private sector for higher-
level skill enhancement. Geared in large part to specific
hard skills for specificindustries, they offeremployability
enhancing programmes in a range of fields, filling the
gap where skills do not meet expectations on the basis
of educational qualifications. This is a case of dual
significance: on the one hand revealing and addressing
a gap in skill formation of tech start-ups and, on the
other hand, filling this gap through bottom-up action
(see Figure 2.8 and Figure 2.9).

Work-readiness — Many
stakeholders  (agencies,
firms and experts) have
a negative perception of
work-readinessofentrants,
related to hard skills and
soft skills. As the latter
gains more importance,
the roles of education and
upskilling infrastructures are emphasised.

Observation 9

While skill demand is
changing towards a
greater importance of
language proficiency
(English and foreign)
and soft skills,
competency does not
quite follow.

With respect to the change in demand many experts
and stakeholders refer to a gradual reversal of the
skill pyramid that can be observed in Penang, in line
with Figure 2.11. While literacy skills such as English
and foreign language proficiency are becoming more
pressing hard skills, a range of soft skills are moving
towards the forefront: communication skills, ability to
exhibit teamwork, problem-solving skills and out-of-
the-box thinking (creativity).

Figure 2.11: Reversal of a skills pyramid
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It is recognised that such skills are underdeveloped
and thus insufficiently available in the market, not
auguring well for Penang's upgrading pathway. As yet
though, soft skills appear to be at a level that currently,
is acceptable to many employers. As for causes, there
is a tendency pointing towards underperformance of
educational institutions. In turn, these reject claims of

their direct responsibility and point towards institutional
limitations in regard to their scope of activities, the
possibility of giving quick responses to labour demand
issues, incorporating ‘21st century' skills into their
programming, including teaching and learning methods
and partnership engagement.

The existence of a -
Observation 10

SUbSt?m(ljal frlygtdy Lack of soft skills is in
Orgahlse ) raining/ part a consequence of
upskilling infrastructure constraints faced by

in part can be seen educationalinstitutions
as testifying to these as far as primary
constraints and issues. | Supply is concerned;
It should be noted that | @S |f°r f(‘?;?"dafy
part of this infrastructure isnusrtﬁf)ﬁ:i e:ﬁs (:o'r';%ra:
is directed to  firms/ practices should also
firm management rather be held responsible in
than school leavers and part.

workers. This suggests
that corporate practices, appear to contribute to skill
issues. The industry and firm levels will be considered
next.

2.4.2 Industry and firm-level skill issues

Economic structure and Observation 11
functioning of labour Economic  structure
market — It is postulated has significant
that the skill situation in [ implications on
industries and firms relate | the § tPenta"gt Iab°u‘;
to structural features of the ?:“;Ltfon;;c dre an
economy and how these

influence the functioning
of the labour market. In )
The economic
tandem, we suggest that S
. . structure implies
these contribute to high | that industries and
labour circulation and a companies are noton a
differential  picture  with level-playing field, with
regard to skill situation | significant differences
(associated  with  high- | in the C?pac'fyb to
qualified labour) in compete for labour
) : . skills in a competitive
industries and firms. It is

Observation 12

) ) i market.
thus imperative to outline

these features here. First, referring to Figure 2.6, when
it comes to high-qualified labour, we find the Penang
labour market to be similar to the extreme right
condition. From the structure of the economy from
an industry and firm perspective, the labour market is
compartmentalised, with many inducements to move
resulting from inter alia differential job satisfaction
levels and employment conditions.

36



37

Penang's economy is characterised by a high level of
diversity. The inflow of foreign investment (initially in
manufacturing, more recently in other activities as well)
has resulted in a sizeable base of MNC branch plants
in a range of industries. Over time, the composition of
these industries has changed due to changes in labour
costs and state industrial policies. The role of higher
tech manufacturing has increased significantly; in
addition — although still classified as manufacturing
— the activities carried out in a significant number of
branch plants in several industries have shifted and/or
diversified towards non-production parts of the value
chain. Knowledge-driven manufacturing and services
activities have gained importance. Complementing
MNC branch plants is a sizeable local support industry,
mainly consisting of SMEs. This industry has evolved
to some extent with the development of MNCs
requirements; engineering, automation and service
branches, which have developed into a higher level of
class over time.

Similar to the manufacturing sector, services have
diversified with foreign direct investment (FDI)
increasingly directed to this sector and strong
encouragement by local policy. Next to traditional
services such as the finance and the hospitality
industries, the sector has branched out in new
directions, such as ICT (represented by substantial
MSC-status companies), software, medical services,
GBS and others.

The core of the Penang's economy canbe deconstructed
into a number of clusters, some homogeneous,
and others more heterogeneous in regard to firm
composition. These clusters may span the entire
production chains. The economy is also ‘down-
breakable' into compartments according to dominant
characteristics of groups of firms. It is apparent that
the following characteristics produce demarcations:
origin — foreign/local, company size — large/small;
sector — manufacturing/services; technological level
or sophistication of activity/operations — ranging from
high to low. On the basis of this in Figure 2.12, four
major quadrants are defined in which diverse groups
of firms can be situated, e.g. high-tech large foreign
transplants in e.g. opto-semiconductor or LED industry
can be situated at the top of the left upper quadrant,
while technology start-up firms can be situated at the
top of the right lower quadrant. The industry groups

and clusters of varying technological sophistication are
situated across the quadrants, with MNC relocations
often dominating eco-systems.

Figure 2.12: Compartmentalisation of the
Penang economy and skilled labour
attraction/retention
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Non-level playing field — Anecdotal evidence as
well as previous research indicate that — rather than
Penang's labour market being homogeneous — parallel
to the compartmentalisation of the economy, divides
occur with sub-markets evident in differential levels of
skilled labour attraction and retention. Figure 2.12 also
suggests a pattern of this skilled labour attraction and
retention, ranging from high to low. This is assumedly
influenced by preferences of labour for industries and
groups of firms in the different quadrants (market
preferences ranging from high to low, correlating with
wage level, terms of employment, working conditions
and fringe benefits). But there are also other factors
at play such as firm's attractiveness — especially
higher-skilled — as well as firm's labour preferences
(e.g. gender or age), competitiveness in the labour
market with respect to categories of labour (in terms of
qualifications and skills), labour poaching practices and
firm responses to exaggerated labour expectations.

A check on "Malaysia's 100 Leading Graduate
Employers”, covering some 14,000 graduates from
Malaysian universities, was done to detect further
evidence on whether there is a preference of graduates
towards local companies or MNCs. The top four
sectors most favoured by graduates are banking/
financial services, FMCG retail, energy/O&G and high-
tech industry. Of the top 100 companies preferred
by graduates, a clear majority — 60% — are MNCs. In
the banking/financial services industry, the majority
of graduates prefer local firms. In the ICT sector, a
clear majority prefer MNCs. Although the picture is
mixed, these findings generally support the above
observations.

Buyer-seller characteristics — The functioning of
labour markets and the ‘power’ of employers versus
labour (and vice versa) are often discussed in terms of
buyer and seller market. In a buyer market, employers
are supposedly able to obtain sufficient labour that
meets the requirements from primary and secondary
supply and/or are able to dictate the conditions of
employment, the latter especially if labour supply does
not fully meet the requirements. In a seller market,
conditions are set by labour; hiring depends on the
extent to which employers are able or willing to meet
its conditions. Notwithstanding the supply situation
as indicated by vacancy data, buyer/seller labeling of
the Penang's labour (sub-)market(s) as well as actual
'distribution’ of skills is far from straightforward. The
combination of compartmentalisation of the economy,
behaviour of labour and firms, as well as institutional

factors render it opportune to identify buyer and seller
submarkets (Figure 2.12). The pattern should not be
taken as purely 'black and white' though: there are many
mixes of buyer or seller characteristics, more so in a
constrained labour market, as depicted at the top left
quadrant of Figure 2.12 in the case of severe shortage,
an experienced worker with a full set of required skills
can behave like a seller and bargain for a high wage and
other premiums.

Skill distribution — The structure depicted in Figure 2.6
as an approximation of Penang's economic structure
and labour market functioning was corroborated and
validated by many recruitment agencies and experts.
It is postulated that such structure and functioning of
the labour market highly influence skill distribution (as
noted above) and contribute to labour circulation, in
view of the incentives. Also, in conjunction with mobility,
the behaviour of labour and firms with respect to sub-
markets may be expected to impinge significantly on
patterns and features of skill shortages. As noted in
the framework of the study, patterns and features are
contingent on overall skill availability and deficiencies;
thus on employability characteristics. In addition,
patterns are impacted by institutional regulations in
hiring labour and — levels of — compliance with these.

In regard to high-qualified
labour, the Penang's labour
marketappearstoresemble
the structure depicted in .

) may not necessarily be
the extreme right column the case for individual
in Figure 2.6, a non- | industries  (meso)
level playing field results and/or firms (micro):
where skill  distribution | skill issues tend to
is skewed. From Figure occur more In some
2.12 and the mechanisms industries and firms

Observation 13
What goes for the
market as a whole,

. L than in others.
outlined, it is suggested

that there is labour market

heterogeneity where some segments of the economy,
industries, and firms have much easier and better
access to occupational groups in demand, and require
skills more than others. These are industries and firms
in the upper left part of the diagram, as opposed to
those in the lower right part being in a disadvantaged
position. Skill shortages and gaps experienced by
selected industries and firms (rather than across
the board) can be seen as a ‘some winners take all’
phenomenon (in the primary and secondary supply).
Although this appears exaggerated, however, it can be
established that there are winners that take much.
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Secondary market a major
Due to better | SOUrce - Anpther emplrlgal
remuneration ﬂnd.mg is linked to this.
packages and other Tak|ng Into account Of
conditions, reputable | a prevailing tight labour
industries and firms market, the secondary
are able to appropriate | market is a major source
high-demand skills | ¢ experienced  workers
available in the market . : . .

— from primary and W|th.sufﬂcl|ent Skl” depth in
secondary supply — as | relationtojobrequirements.
these are ‘preferred’ | This may go at the expense
employers; less | of less favoured segments
reputable local firms | \where firms experience
in general, experience | rorantion difficulties as they
to a larger extent .

not necessarily | &€ unable to offer S|m||_ar
recruitment difficulties | Perks Dbecause of = stiff
of skilled labour but | competition;they may have
rather competency to adjust their requirements
shortages and gaps. downward to  engage

Observation 14

workers.

Business practices -
Competitiveness  should
not be only seen in terms
face skill deficiencies of remuneration and
of local  labour | other elements of reward
supply, necessitating package. It is stated that
underhiring, upskilling local  firms community
and/or importing skills | are still traditional in

Observation 15
Even reputable
preferred companies

from abroad. their business practices

(including  expectations,
recruitment and HR management), putting them at
a disadvantage. While the often-held view that local
SMEs attract less skill-equipped labour and function as
training houses for MNCs (so they are bound to lose
labour once better-skilled) may be valid in a number
of cases, again this should not be generalised. We find
that some local firms progress through favourable
HR strategies (but then change quadrant); also, some
workers prefer to stay in SMEs.

Specific skills — This pertains especially to positions
with high skill-specificity or specialised skills that are
either scarce in the market (quantitative supply) or of
insufficient level (qualitative supply). Industries and
firms that are in the upper left corner of the schemes in
Figure 2.12 are not completely immune to recruitment
difficulties and do experience skill challenges as well.
A case in point are semiconductor firms that have
switched from an exclusive focus on manufacturing
to a diverse portfolio of activities, including R&D,

design and global business
services. These indicate
the shortages and employees in  MNC
deficiencies of product | companies may
development  engineers, cause them to lose
local IC designers, and out in technology
the like, necessitating an development projects
international  recruitment | N~ the  company,

Observation 16
Skill deficiences of

) hindering Penang
ﬁeld,. extensyon of establishment
recruitment  time  and upgrading.

substantial upskilling. One
negative consequence for MNC establishments is the
possibility of losing out on technology development
projects within the company.

It is observed that in a tight
market with specialised
Skllls’commltmemOfthqse retention  difficulties
who avail of these sk'|||s across the board, these
suffers  from competitor | are also experienced
firm recruitment practices by attractive industries
such as pinching. Several and firms due to labour
anomalies emerge here. | Pinching by competing
While in principle, itisinthe | firms in  the same
. . industry.

interest of firms to equip

high-qualified workers

with the requisite skills, it comes at a substantial cost
(not only upskilling as such but also wage premium
for retention). Pinching involves such premiums as
well. On the other side, it is not always in the interest
of an employee to upskill in a specialised field. High
skill-specificity also limits opportunities in the labour
market.

Observation 17
While there are

Employer preferences -
Employers' preferences
(e.g. sufficient experience)
lead to reliance on the .

industry or  other
secondary market, and characteristics — are
at times get in the way of responsible for skill
effective recruitment as shortages as they
they are incongruent with | tend to be picky in the
preferences of job seekers | recruitmentprocess.
in  Penang.  Recruiters
also signal several issues with regard to recruitment
difficulties in terms of skills: firms are too demanding, or
are not 'up-to-date’ pertaining to recruitment channels
and methods (e.g. use of social media). However,
in some segments of the economy, preferences of
workers may interfere with effective recruitment.

Observation 18
Some firms - not
linked to any specific




Observation 19
Different segments of
the economy require
varying  skill sets;
stated otherwise: not
all segments require
the same skills in
terms of proficiency/
competency level
and experience. In
principle, available
skills  (level) may
fit some segments
of the economy.
But recruitment
is constrained by
preferences and
attitudes of workers.

Observation 20

For skill gaps, firms
on average rate the
current skill proficiency
of employees as
satisfactory to fair;
however, for none of
the skills measured
the rating is clearly
indicated as proficient
or highly proficient.
This indicates skill

gaps.

Observation 21

For skill proficiency
and gaps, there is little
difference between
generic hard skills,
specific hard skills and
soft skills on average.

Observation 22

Firms' view in regard
to skills that need the
most improvement lean
towards specific hard
and soft skills rather
than generic hard
skills; however, this
differs by type of firm.

Skill gaps — Skill gaps do
exist, the details will be
discussed in Chapter 6
and subsequent chapters.
However, it is unsound
to generalise this across
skills, industries and firms.
In the general picture, a
hard skill, namely foreign
language competency
scores the lowest. The
non-deviating score of
soft skills is due in part
to upskilling within firms.
On the other hand, soft
skills are indicated most
frequently as requiring the
most improvement. This
is indicated more often
by large, local firms rather
than MNC establishments
or SMEs. This might be
explained  from  MNC
establishments cultivating
these more while they are
less relevant to locally
operating SMEs. While
even within the categories
of preferred industries
and firms the picture is
not homogenous, as it is
influenced by required skill
sets.

2.4.3 Labour mobility
of high-qualified
employees

Escalator? — The Penang
labour market is related
to a high level of worker
mobility. Mobility and job-
hopping can be considered
from two angles: First,
workers and their
behaviour; Second, firms

and their perception of workers' conduct. Employees
themselves have the perception that in a constrained

market, the

‘escalator’

effect (improvement by

changing employer) is strong despite employability
deficits. Labour mobility may come from multiple and
diverse sources, including firms offering incentives in
competition for labour. The often strong appeal of new
‘variety' in the economy (e.g. global business services
in the Penang case) is reinforced by skill requirements
that are based on a significant degree of transferability
and presence in the secondary market.

Mobility and transferable or specific skills — A few
notes are in order here. It appears that a substantial

diversity of sources linked
to a single destination
(in terms of industries,
occupations and
functions) and vice versa,
a substantial diversity of
destinations from a single
source indicates a relative
importance  of  generic
transferable  skills.  This
makes for complex mobility
patterns. Furthermore,
mobility at the same time
is heterogeneous: Against
those with generic skills,
there are also workers with
high skill-specificity that
have limited transferability.
Workers with high skill
specificity moves when
there is a high demand in
earning premiums.

From the perspective of
firms mobility, this can be
functional as it creates
the possibility of shedding
less  suitable  workers
and recruiting those with
the right skills through
secondary supply. This is
more important in a tight
labour market situation.

Observation 23

Skill gaps are
associated in part
with labour turnover,
revealing a connection
with labour mobility
at individual level and
firms' commitment to
employees.

Observation 24

Mobility reflects
the degree of skill
relatedness in

industries and firms;
high-skill relatedness
of segments of the
economy is expected
to contribute to high
levels of mobility.

Observation 25

Skill-relatedness is an
important determinant
of mobility patterns
in terms of links
between sources and
destinations; through
skill-relatedness,
chain effects (may)
occur that lead to skill
shortages and gaps at
some ‘distance’ from
the initial source of
skills demand.

Of course the downside for firms may be the loss of
high-skilled workers, resulting in skill gaps and/or more

investment in retention.

Negative perception — Yet another side of the mobility
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coin is the workers' perception of high mobility (or job-
hopping) that engenders in employers. While mobility
is a positive phenomenon, high mobility runs the risk
of becoming a game where many participate in without
serious intentions and/or turning the labour market into
a carousel (another metaphor), where the intention is to
obtain a better 'seat’ by frequently jumping on and off.
Negative perceptions of workers are instilled as such
practice confronts employers with significant burdens,
such as large numbers of unsuitable applicants that
HR departments have to deal with. It is postulated that
such situation is starting to arise in Penang.

Contradictions — Mobility
is driven by opportunities
the secondary labour aod. employability
market presents within the context of a
significant  burdens | constrained market, both
to employers and | real and perceived. Other
generates  negative | factors go into the equation
perceptions of mobile | {55: i discussions on
workers. Penang labour, attitude
and commitment of
Observation 27 workers were often
There is a concern | mentioned. For  firms,
among agencies, firms, employment conditions
experts, stakeholders .

ofdeclining onalty and and Work enV|r.on.ment are
commitment among | highlighted. This is also an
younger workers. area where contradictions
are apparent.

Observation 26
Mobility dynamics in

While there are concerns about loyalty and
commitment, there is much more reference to the
younger generation than the ‘older’ one. Thus, there are
generational differences.

Mobility drivers — A major concern expressed by firms
are worker expectations and demands with reference to
salary package, compensation for travel, fringe benefits
and other employment conditions. Considered to be
misplaced, firms see this as diminishing employability.
Seen as closely associated, not surprisingly, issues
regarding attitude are frequently raised in interviews
and focus groups when it concerns recruitment
difficulties (besides wrong fields of study and lack of
skills). A number of firms are inclined to refrain from
hiring workers they perceive as having a negative
attitude. This adds to perceived skill shortages and
actual gaps as they do with existing personnel.

The insights obtained about mobility patterns and

drivers indicate that high-qualified workers use mobility
as an instrument to improve their employability. From
an employee's perspective, this has logic given the fact
that the market is replete
with generic skills. From
this personal view, it can ; .

o appears in part driven
be seen as positive. On by skills advancement
the other side, recruitment to improve
firms often highlight the employability, on the
complaints concerning the | other side, perceived
undesirable attitudes of | ‘bad’ attitude  of
(fresh) graduates. This may workers and unrealistic

. . expectations (promoted
be linked to behavioural by economic structure

patterns  of  millennials and differences) has
or Gen-Y. According to a negative impact
different recruitment | on employability of
agencies, millennials or | the labour force, and
Gen-Y workers demand | 2ugment recruitment

: . difficulties.
high wages and fringe
benefits, despite meeting requirements or knowing
the job (descriptions). Many fresh graduates apply for
jobs without knowing the requirements or job content.
This is also suggested by the high average number of
applicants for vacancy advertisements. When their skills
match the requirements, they often have high demands
and unrealistic expectations in terms of fringe benefits,
flexibility, and working conditions. This behaviour can
also be typical in a constrained labour market since
there is an abundance of job opportunities. Thus, Gen-Y
characteristics can be a cause for high unemployment
rates among fresh graduates, but also a consequence
of the tight labour market situation in Penang. The other
side of this coin of course, is that employers are not
obliging, contributing to the labour market tightness.
As noted above, the problem is further compounded by
employers being at times considered 'too choosy'.

Observation 28
On one side, mobility

Millennials, Gen-Y views .

il il . Observation 29
—Millennials or Gen-Y raise Many firms are ‘dual
the counter-argument that | in their attitude: on the
their generation is different, one hand they frown
with behaviour stemming upon job-hqpping
from  different  values | (negative recruitment
and priorities. From the ff"cmr) but at the same

. S . time engage in labour
millennials perspective, pinching.
(un)employment can be
seen in a different light. While a higher unemployment
rate among youth, including graduates, no doubt
reflects deficiencies in the quality of supply, many
fresh graduates tend to play a waiting game. This is for
reasons of not only what has been mentioned above,




leading millennials to over-rate their ‘selling’ capacity. It
is also for reasons of their different values and priorities
that lead them to cast the net wide in search while
accepting only the job that offers the 'right' conditions
with little regard to competition. All this adds to the
market anomalies that are observed.

Observation 30

On the other side,
younger workers also
perceive unrealistic and
outdated expectations
from the part of firms

New HRM approaches — A
debate has emerged about
resolution of  resulting
market anomalies and
paradoxes. One  view

where we discuss human capital (re)formation. The
ones in the public arena are linked to diverse levels:
state, regional (corridor) and national (federal). Those
in the private arena operate individually, or collectively
(consortium), or in public-private partnerships. These
include centres, recruiters/headhunters, consultancy
firms, training/upskilling providers and industry
associations. Interventions, programmes and schemes
are macro, meso and micro level-oriented and by now
have a wide coverage of the supply and the demand
side.

accepts the millennials’
different  values  and
priorities, thus higher-
qualified labour having fundamentally changed their
outlook. It also argues that it is more productive for the
market to adjust rather than the workers. It advocates
that firms should accommodate the new reality. From
consultancy circles, a range of new approaches in
HR management have emanated, which gradually
have been popularised. Worker engagement is a core
concept in an approach that targets worker retention.
In our experience, such new concepts have already
entered HR management practices.

impinging on their
‘selling’ capacity.

2.4.4 Responses and strategies of Penang's
actors and stakeholders

Following Observation 31, we now briefly offer further
observations on responses and strategies concerning
professional skill shortages and gaps. We consider
current practices and thinking at the macro-level as
well as the level(s) of industries and firms. Responses
and strategies with respect to skill shortages and
gaps show an inter-relationship between causes and
consequences. There is a broad awareness on a huge

Objectives — At macro-
level, the main target
is improvement of
guantitative supply,
by not only enlarging
primary supply, but also
tapping on tertiary and
quaternary supplies.
Thus, the  production
of talent and skills-in-
demand are the objectives.

Observation 32

As for shortages, we
observe that issues
and challenges are
already taken up
through interventions
by an expanding web of
actors/stakeholders,
each running and
exercising control over
their own programmes
and schemes,
addressing all levels

from macro to micro.

Second, improvement of

qualitative supply, directed
to primary and secondary supply to entrants into the
labour market and existing workers through training/
upskilling. Much is expected of the supply-effect of
technology development awareness and familiarisation
initiatives (such as Penang science cluster). Third, still
on the supply side, actors are concerned with workers,
targeting their job skills, attitudes and behaviour.

At micro-level on the
supply and demand sides,
the targets are — updating

Observation 33
The impression is that
many  programmes,

challenge that has to be taken up.

Observation 31

Firms in Penang are
showing a range of
responses to skill
shortages and gaps.
Besides underhiring,
there is an increasing
need for retention,
concretised through
programmes that
are concerned with
worker engagement.

Web of actors — The
web has become more
crowded as more actors
have entered the domain.
From two core actors, the
educational field and firms
in the private sphere, their
numbers have expanded
in the public and private
arenas. An overview will
be given in Chapter 6

— labour  recruitment | schemes, and
practices and routines of interventions developed
firms, creating awareness and implemented

of lock-in and lock-out,
assisting in addressing skill
gaps through (re)training/
upskilling, introducing

in/through the web
require more time and
evidence to see the
effectiveness.

new human resources management philosophies
and practices; a new focus on worker retention, and
adopting new approaches in this aspect (such as the
much propagated engagement).

Premature — We need more time and evidence to
create effective programmes. Meanwhile, firms that
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experience skill shortages and gaps continue to
practise existing responses/strategies.

The latter by now have been adopted by most firms
and are obviously relevant to skill gaps. Combined
with retraining and upskilling they can target internal
mobility as a means to fill critical vacancies.

Observation 34

Firms  attempt to
overcome skill gaps
through multi-pronged
response that includes
changing work hours,
re-allocation of tasks,

more supervision
by experienced
employees and labour
training. Upskilling

is practised by most
firms, and is done
internally and by
external providers.

Observation 35

Firms  attempt to
overcome skill
shortages through
multi-pronged response
that include underhiring,
labour pinching and -
increasingly — retaining
schemes.

Fragmented - In
conclusion, a few general
observations  can be
made  concerning  the
web and its functioning
in the Penang study. We
have the impression that
the web has grown in a
fashion that has led to
a fragmented structure
with each fragment doing
‘its own thing' without
much account of the roles
and activities of other
actors in the web. Not
only does this lead to the
risk of unnecessary and
unproductive  duplication,
but it also raises the issue
of overall coordination and
monitoring.

We see little communication
between agencies or parts

of the web concerning their programmes, schemes
and interventions. In practice, this contributes to little
coordination, which in first instance is a function of the

absence of a central agency
— at the heart of the web —
that takes responsibility
for overseeing what is
happening ‘on the ground'.
As it is, the multi-pronged
avenues are individual
efforts that appear to be
lacking a common basis
in shared agency policy
in relevant human capital
fields. The absence of
a common vision and
shared principles of
strategy raises questions
about the effectiveness of
interventions. The question
of effectiveness is a difficult
one as information on the
results of interventions
is not widely available. In
addition, information that
is available is fragmented.

Thus, in order to have
an  effective  roadmap
on human capital
development, the following
is crucial. First, a general

Observation 36

Given an expanding
and more crowded
web with a multitude
of actors, coordination
and monitoring are
becoming an issue.

Observation 37

An expanding and
more crowded web
with a multitude of
actors add complexity
to the task of
information-gathering,
processing, and use
by relevant agencies
on skill issues and
responses/strategies.

Observation 38

Given the fragmented
nature of information,
little can be said about

the effectiveness
of interventions
(programmes and

schemes, activities of
the range of actors) that
are in place.

consensus between actors on approach; second,
a body of relevant information gathered through
appropriate channels; third, a central agency tasked
with  coordination, monitoring and information
procurement, processing and dissemination. This point
will be discussed further in the last chapter.
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3.1 Exploration: Desk research and discussions with industry experts?’
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3.1 Exploration: Desk research and from stakeholders on issues related to labour market

discussions with industry experts’ situation, which helpstofine-tunethe focus of this study.
An extensive desk research was carried out, followed by

meetings and discussions with stakeholders, resource

The first step in conducting the study was an persons, and industry experts. These revolved around
observation of the field and issues departing from Penang skill situation, trends, and labour market
the terms of reference. The idea was to first obtain ~ processes, as well as issues concerning the target
(preliminary) insight into research of skill issues, labour ~ group (higher-qualified or professional workers). Also,

market development in Malaysia at large and Penang expe(_:tati(_)ns _With regard to future industry tre_nds and
specifically, and existing studies carried out earlier in ~ their implications were gauged. Table 3.1 details tasks
Malaysia and Penang. Next, we gain understanding carried out in the preliminary phase.

Table 3.1: Detailed description of tasks in preliminary phase

Step Task Description

1 Perform desk research trends Provided useful insights into current issues and likely major trends in industries
relevant to Penang as well as into ensuing current (and future) skilled labour
needs in Penang.

2 Perform desk research Existing studies of skill gaps and shortages, international; existing reports of skill
gaps and shortages in Malaysia.

3 Perform desk research: The framework of labour demand and supply was studied to understand
Study demand and supply the labour market theory, and to segment Penang labour force into different
framework compartments based on firm size and origin of a firm.

4 Define target agencies & Experts include industry leaders, industry consultants, policy makers, and
individuals for initial interviews | academics who are continuously involved in the planning and analysis of human
with resources persons capital development in Penang in relation to desired/targeted evolution of sectors/

industries/branches. Targeted persons were well-informed representatives of
agencies and associations including the Department of Skills Development
(Northern region), Penang Career Assistance and Talent Centre

(Penang CAT Centre), TalentCorp Malaysia, Labour Recruitment and Employment
Agencies, Federation of Malaysian Manufacturers (FMM Northern Branch),
Northern Corridor Implementation Authority (NCIA) and others. In part, experts
and stakeholders are identified on the basis of researchers' past experiences and
consultations with resource persons. A number of criteria are used to shortlist
experts. These include working experiences; knowledge; his or her contributions
towards a specific industry group; seniority of position or rank in

industry associations.

5 Conduct interviews with Information gathering was conducted through personal interviews held with a
resource persons select number of local experts and agencies. Information gathered was primarily
qualitative. Insights from individual experts were anonymously shared in the focus
group discussions to collect responses from industry players.

7 This chapter builds on the Interim Report of this study, July 2016; and on Terhorst, J. & T. Verbraeken (2016). Making the
Transition into a High-Income Economy: the Penang Case. Master Thesis Economic Geography, Utrecht University, The
Netherlands.



Based on (the results of) the observation, the research
design, topics, and knowledge aspects were defined.
These are outlined in the remainder of this chapter. We
end the discussion by outlining some major obstacles
that surface in the course of implementation of the
study and the limitations following from these.

3.2 Selection of priority industries

The priority industry is defined based on its economic
importance to the growth of Penang, and the
industry focus is presented in Figure 3.1. The guiding
principles further impinge on industry upgrading and
diversification shaping Penang's Next Economy (that
is, transition from a near exclusive manufacturing to a
manufacturing and services economy).

3.3 Approach to the study and information
gathering methods

The identification of indicators at macro and micro
(meaning firms and workers) levels for defining and

Figure 3.1: Industry focus of this study

measuring skill shortages and gaps, has led to the
study being divided into three components. Figure 3.2
depicts these three components that are distinct, and
therefore have been carried out independently. The first
component deals with the demand and supply side
characteristics of the relevant part of the labour market,
as indicated by relevant vacancies and output from
educational institutions. At meso- and micro-levels,
the second component examines the skill needs and
skill gaps of firms and their industries, while the third
component scrutinises the characteristics and drivers
of high-skilled labour mobility. The first component also
entails the identification of future trends in the Penang
economy, and ensuing skill requirements through
information gathering from experts and relevant
individuals/agencies.

The approach is novel in three ways: first, research
in the Penang context has focused on a single
component rather than all three simultaneously in an
integrated manner. Second, this is the first study to
explicitly consider worker mobility in the context of skill
shortages.
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Figure 3.2: Set-up of the study

1. Demand side: identification, measurement,
and analysis of job vacancies; macro supply

side analysis (output graduates etc.; labour

upskilling/training infrastructure) through

secondary information

2. Firm-level survey: manufacturing

companies and services providers;
employer and other stakeholder
focus group discussions

Third, besides the emulation of common information
gathering methods employed in studies in this field,
digital information sources that are still in the category
of unconventional or experimental have been tapped.
These will be explained as we discuss the work flow.
The collection and analysis of data have proven to be
particularly challenging as far as data processing and
information analysis are concerned.

3.4 Methodological steps

The three components use mixed — both quantitative-
and qualitative-oriented methods. Multiple research
design is a means for understanding skill shortages
from diverse viewpoints. The mixed method research
design with respect to each component is explained
in Figure 3.3, which depicts the elaboration of each
componen