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Preface

This study is part of the Master Business Geograghiie Utrecht University. During the Master
dr. L.M.J. van Grunsven mentioned the opportunityparticipate in a research carried out by Penang
Institute in Penang, Malaysia. While discussingreearch in more detail with dr. L.M.J. van Gruersv
we became enthusiastic about participating inrggearch project. Also, the study carried out hyaRg
institute was in line with to courses studied ia Master.

Following previous students, we started by getfengiliar with the research subject, the skill
situation in the Penang labour market. Our inteémahPenang Institute started in February anedhfir
a period of eight months. During this period, werkeal closely together with researchers from Penang
Institute. All of our colleagues were very friendlgd helped us a lot during our stay. It was vewmjtig
to live in a region that is home to many MNC's whizarry out activities you were not familiar with.

Looking back at this period we definitely had a werful time and we feel lucky that we had the
chance to meet lots of new people and experienesvaculture. During our stay we also experiencedeso
challenges. Sometimes it could be difficult to ieate information from certain institutions, duette
availability of data, the language barrier andfvicsregulations sharing information. The secorng b
challenge was contacting firms in Penang, they wetalways willingly to participate in the studypart
from these difficulties, we have learned much ab®enang’s’ labour market dynamics, the structure of
industries, Malaysia’s politics and the great \gri cultures that exists in Penang.

Finally, we would like to thank people for theimpgort during the completion of this study. First
of all, we would like to thank our supervisor drM.J. van Grunsven for giving us the opportunityloing
this research and for sharing his knowledge byngivis constructive feedback during the entire @ece
We have had many valuable discussions that turoetbdbe of great value for our study. Secondly, we
both would like to thank our supervisor at Penarsgifute Ong Wooi Leng for her kindness and wiltiegs
to work together intensively. At last, we woulddiko express our gratitude to all of our colleagufethe
Penang Institute, and the interesting people weduehg our stay in Penang. This whole trip hasnbee

fascinating and valuable experience.
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Abstract

Keywords: Labour market, high-qualified labour, skill gaps, ill shortages, Penang.

This study reports on the skill situation in then&eg labour market and its businesses regarding
high-qualified positions. Through surveys, JobStde¢a analysis’s and in-depth interviews it isrfdthat
firms active in Penang face a lack of required huiapital. Due to labour and skill shortages witthia
Penang labour market and existing skill gaps wifirims it is difficult for companies to carry outl a
knowledge intensive activities. Over the last desafirm activities have evolved into higher-valadded
activities and new industries settled down. Howgtleg skillsets of employees still need to imprawnel
are not yet sufficient enough to make the transitiio a high-income economy. Both the quantity and
quality of talents available is lacking. Especiatiyaduates do not possess the skills requiredry out

firms’ activities.
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1. Introduction

Over the past three decades several countriestith&ast Asia have evolved from low-income to
middle-income economies. These countries are afsored to as the second generation Asian Tig@rse
of those second-generation tiger economies is Maaipuring the 1970s Malaysia was heavily dependen
on their natural resources (e.g. rubber and tint@rjleveloped to an export manufacturing econdrg.
economic growth was primarily achieved by attragtforeign direct investment and a labour force to
support the industrialisation (Yusuf & Nabeshim@02). The transformation from a low to middle in@m
economy has made Malaysia a global player in eikgpmanufactured goods. However, there is a growing
concern that — in the global competitive econonWataysia is trapped between low-wage economies and
more innovative high-income economies. This caa bisreferred to as thmiddle-income-trap’(World
bank, 2013). It is referred to asteap’ because it is harder for countries making thesiteom from a
middle-income to a high-income economy than frotoveincome to a middle-income economy. Low-
income economies can use their low wages as a ¢itivpeadvantage and attract labour-intensive
manufacturing. When eventually wages increasesaaiitalso increase and new low-income economies
will undermine the competitiveness of the low-teohnufacturing industries. According to Kharas and
Kohli (2011) growth of both a capital and skill-émsive manufacturing sector and a high-productivity
service sector are key in making the transitionaduhe ‘trap’. Non-tradable services like hairtoug and
house cleaning have no room for productivity imgments and market expansion. Instead, professional
business services such as consulting, financialttheand environmental services can contribute to
productivity growth.

Furthermore, there is a broad agreement that isetkdevels of skills in the workforce,

accompanying investments in education and traimiregimportant to improve economic performance.

! The second generation of Asian Tigers collectivefgrs to the economies of Thailand, MalaysiaRh#ippines and Indonesia.
They are named second generation because thew fibllosame export-driven economic development mibdéwvas pursued by
Singapore, Hong Kong South Korea and Taiwan, whrehcollectively referred to as the Four Asian Tsge
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Human capital has been widely recognised as thedkbgcome a knowledge intensive economy (Shah &
Burke, 2003).

Therefore, countries like Malaysia try to move upe tvalue chain (i.e. exporting more
technologically advanced products) and make thesitian to a high-income economy. In order to achie
this transition, it is of importance that Malaysimves away from merely assembling products that are
designed in other regions. Local companies showdst more heavily in R&D, employ high educated
workers and create new products to compete wittesetechnologies and leading brand names (Fleming
& Sgborg, 2012).

The federal government of Malaysia has recognibedd issues and has been implementing a
number of national initiatives since the beginnirighis century. Well known initiatives are the igal
development corridors programme which aims to bpngsperity to lacking regions in Malaysia, the
establishment of TalentCorp Malaysia which provighegntives to retrieve talent back from overseas a
easing immigration procedures to attract foreidentavorkers and the Economic Transformation Pnogra
(ETP) which aims to attract investments to create jobs and receive a developed nation status B§,20
indicating a GNI (Gross National Income) per capitd5,000 US$ (Penang Institute, 2015; Overviéw o
ETP, 2016).

In 2010 Prime Minister Najib Razak presented foiffletent national plans to make Malaysia a
knowledge-intensive and high-income economy by 202 of those plans highlighted the importance
of higher educational development. Especially teath Malaysia Plan (2011-2015) focussed on higher
education and development of skilled workers. Boently published Eleventh Malaysia Plan (2016-2020
also recognizes the importance of human capitatldewment in supporting the transition. The plansaim
to continue the development of human capital whih tight skills, knowledge and attitudes. Both plan
show that human capital plays a big role and is sssecessary for Malaysia to escape the middie-
trap.

According to the Eleventh Malaysia Plan the enralnie higher education between 2000 and 2013

has already expanded remarkably. This trend alrdaths back to the beginning of the 1980s. Sinee th
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the enrolment in secondary and tertiary educaticreased tremendously. However, according to antece
study of Fleming & Sgborg (2012) it is not the sypyf graduates (quantity) that is a problem in 8aia
but the ‘skill baggage’ graduates carry. Especialhjt skills, such as communication, teamwork and
decision-making are missing. This also becomeseatith the business environment where leading high-
tech multinational firms are complaining abouttdnek of skills graduates possess. The World Ba6k 82
stresses thatThe “skills crisis” is a well-known shortcomingf the Malaysian economy(p. 6). Jiminez
et al. (World Bank, 2012) illustrate that many pasan Malaysia invest in private schooling assponse
to the quality deficiencies of public schools. Theyceive high returns to investing in quality eatiom.
This solution however may exacerbate inequalitgesiparents with low-income cannot afford private
schooling.

The constraints described above also apply totainextent for the Malaysian state of Penang. A
study done by the World Bank (2009b) showed thasthte of Penang should upgrade the traditioigth ‘h
volume, low mix’ manufacturing to a ‘low volume,ghi mix’ of technology intensive production to
overcome the middle-income-trap. They argue thatclrrent labour force lacks required skills, is to
specialized and diversity of talent is missing.oM@rcome current constraints, Penang has comethap wi
the ‘Penang Paradigm’ a development plant until520hich consists of different policies focused on
upgrading the Penang economy in order to overcamdeeacape the middle-income-trap (The Penang
Paradigm, 2016).

The problem of a possible mismatch between dem#bfidvs within industries and supply in the
labour market of Penang is the basis for this stlrdgarticular, the scope of this study is to assghether
the Penang state and its industries possess thesraed human capital to realise the policies desdrin

the Penang Paradigm. Thus moving the state tolaihg@me economy.
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1.1. Research questions

To what extent does the state of Penang and its instries possess the right level of human

capital, and can they contribute to make the tranéion out of the middle-income-trap

into a high-income economy?

1.

2.

3.

How can the current labour market dynamics/conastiom Penang best be described?

Do there exist skills shortages in the Penang labwmrket?

What are the types of skills that are high in dedniarthe Penang labour market?

Do particular compartments within the regional emog experience labour and/or skills
shortages to a larger extent than others?

Do firms experience skill gaps and skill shortages

What (recruitment) strategies do firms apply toroeene possible skills shortages and gaps?
To what extent do firms in different industries expnce skills gaps/deficiencies and

shortages?

1.2. Scope of the study

For the purpose of this study a selection of releiradustries within the Penang economy has been

made. This selection procedure will be elaboratetié methodology chapter. Another important aspect

this study is that it focuses on high-qualified éogpes regarding skill needs/gaps/shortages ag thes

employees greatly contribute to a possible upgaddiee Penang economy. High-qualified employees, in

this study, are described as people having amgdiploma, certificate, degree or higher qualifica.

1.3. Research aim and relevance

This study addresses labour market dynamics isttite of Penang, Malaysia. Specifically, it aims

to analyse the skill situation in the Penang labmarket and skill needs of firms. By analysing labo

market conditions/dynamics, firm behaviour andtetyges, a better understanding of challenges regard

skills can be assessed. The framework of this stuthased upon main findings extracted from liteneat
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presented in the theoretical framework of this gtldherefore, this study must be considered asalizgu
An assessment can be made on what actions orgm#ice needed to overcome challenges and eventually
realize the transition out of the middle-incomeptra

This study can be useful to design policies in ballour market and migration arenas. Challenges
regarding skills can be identified from differergrppectives and may require specific policy attenti
Addressing identified challenges can be of valusustain or increase economic efficiency and gramth
the long term.

From a scientific perspective this research camgbniew insights on labour market mechanisms
and firm behaviour/strategies in South-east AsiastVof the literature on labour markets and firm
behaviour consists of Western models and demographiiile only a small number is based on Asian
countries. Although this study is focused on onecHjr region which doesn not allow findings to be

generalised it still can form the basis for furthesearch on (South-East) Asian labour markets.

1.4. Outline of the study

The study consists of nine chapters. The next ehayitl discuss the relevant literature regarding
human capital and skills. Also, it elaborates difedént labour market dynamics and characterisiits
three different scales; macro, meso and microokatlg the theoretical framework an introductiorthie
Penang region and the evolution of its economy hall briefly outlined. Following this a conceptual
framework will be put forward, presenting all redew theoretical concepts and its linkages. Basetth®n
framework, several hypotheses are formulated. Nlegtmethodology used in this study will be disegss
and justified. After that results of the study g@resented in three separate chapters, each prapenti
different perspective; macro, micro and meso. Tied £hapter will end with a conclusion where asa@r

to the research question will be formulated andmanendations will be put forward.
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2. Theoretical Framework

This chapter presents an overview of all relevaebtetical concepts. The first paragraph will
elaborate on human capital and its relationshipskils. After that labour market dynamics and
characteristics from a macro-perspective will bebetated. Following this, differences between sscto
and industries on meso-level will be discussed. foheth paragraph presents a micro-perspectiveghwhi
focusses specifically on firm behaviour and stri@gdn the concluding paragraph all relevant thgcal

concepts are presented in a conceptual model,dingvan overview and proposed relationships.

2.1. Regional economic development and human capital

Regional economic development can be interpretedainy different ways. Usually it is assumed
that the jobs are the key factor for developmertiea place attracts new jobs, prosperity and tvealt
follow. This view of economic development is oftee backbone of many economic development policies,
as policy makers aim to attract as many comparsgsoasible to their country, region or city. Others
perceive technology as the key for economic devator. Highlighting examples like Silicon Valley ary
that economic success has its roots in high tagtens of big research universities, entrepreniestdat-
up companies and an abundance of venture capitaleter, according to recent thinking the main drive
of economic development is a highly skilled andaded labour force. That some call talent. Talent i
often referred to as human capital. It is assuthatlaces with higher levels of human capital pitisper,
while places that lack human capital either stagmatdecline (Florida et al., 2008). Furthermotési
presumed that an educated labour force is bett@eating, implementing and adopting new technelsgi
which in their turn generate regional variation asdnomic growth (Benhabib & Spiegel, 1994).

A wide range of empirical studies provide evideatthe importance of human capital in regional
growth. Barro (1991), Mankiw et al. (1992), Raud@®943) and Simon (1998) all confirmed the relation
between human capital and economic growth on ameltievel. Berry and Glaeser (2005) and Gennaioli
et al. (2011) found empirical evidence on the datien between human capital and regional economic

growth.
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As the former shows, human capital is of great irfgw@e to regional economic development and
regional variety. Human capital exists on differleviels within a certain labour market. Within tabour
market, firms search for the right level of humapital to optimize their business activities whichheir
turn, contribute to the economic development armd petivity of a region. In fact, human capital ifrk
between firm performance and regional economic ldgveent.

The concept of human capital can be defined irbfit ways. Schultz (1961) views human capital
as ‘the capacity to adapt’. The Bowles and Girit®&75) view believes that human capital ‘is the ciétga
to work in organizations, obey orders, adapt ® ilif a hierarchical/capitalist society’. The Spewuieav
considers that ‘observable measures of human tapgamore a signal of ability than characteristics
independently useful in the production processt, Yiee standard approach in labour economics define
human capital ‘as a set of skills/characteristicst increase worker’s productivity’ (Acemoglu & At
2001). For the purpose of this study human cajstalonsidered as a concept that consists of mailtipl

components, of which one is skills.

2.1.1. Skills

The notion of skills has gained a lot of attent@onong both academics and policy makers in the
past years (RPIC-ViP, 2011; World Economic ForuBilZ®, Melguizo & Perea, 2016). Lindorff (2011)
reported in his paper about skills gaps in Austrafirms and Schwalje (2012) conducted researdkitis
gaps at firm level. Moreover, skills related isshase taken centre stage for policy makers. Séidted
issues in UK economic policy gained relevance: 0412 the UK commission for employment conducted
research on skill shortages and skill updating séedngland (Bennett & McGuinness, 2009).

Skills can be perceived as ‘an ability of an empyo complete a task effectively’. This means
that a person has the desired level of knowledgkoarcompetence to perform a particular task. The
particular task is unlikely to be completed suchidlssby someone who does not possess the righsski
(Shah & Burke, 2003). Although the range of skilusces is broad, skills are often associated with

gualification through formal education or trainindpwever, skills can also be obtained through imfar
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learning and learning-by-doing (Teixeira, 2002)illSlbeyond ‘learned knowledge’ increasingly matesr
technology and organizations evolve. Different g/pé skills typologies can be distinguished (tahlE).
First of all, generic and specific skills exist. ri@gic skills include ‘basic generic skills’; numeyaand
(computer) literacy and ‘employability skills’; teawork and reliability, that can be transferred amo
different occupations. Specific skills relate tdllskthat can be applied in a small number of firms
occupations and sectors. Their transferabilityristéd. Generic and specific skills must be dividetb
both hard and soft skills. Hard skills can be d&idiko skills that are technical and job-specifid ane
mostly acquired during on-the-job training, for eyae certifications. Soft skills can be definechas-job
specific skills (intangible) and relate to persociahracteristics/attitudes, one can think of comigation

and leadership skills (RPIC-VIP, 2011).

TABLE 2.1 Skills Typology

Hard skills Soft skills

Technical job-specific skills that arel Non-job specific skills, which are

usually easily observed, measured, usually intangible, hard to measure,
trained, and closely connected with| and closely connected with attitudes

knowledge
General skills
Skills appllcable n mOSt Generic hard skills (generic) Soft skills
companies, occupations and
sectors.
Specific skills
Skills applicable in a small Specific hard skills (specific) Soft skills

number of  companies,
occupations and sectors.

Source: RPIC-ViP, 2011, p. 6

Although, a theory that classifies the various gypé skills is missing, three categories can be
distinguished, soft skills, generic hard skills @pecific hard skills. The distinction made is lthea skill
transferability in relation to the risk of failirig finding another job. Soft skills and genericdhakills can
be regarded agransversal skills’as their level of transferability is significamt/hile specific hard skills
experience low levels of transferability. Thus, émgpes with high levels of transversal skills exgece
greater opportunities in finding a job. Therefdveth, employer and employee investing in skills afre

great interest. Employers want to rely on a wontdothat is skilled in order to be productive/e#iut.
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Employees should also invest in skill developmasttheir chances on the labour market will increase
(RPIC-ViP, 2011).

Furthermore, the notion of skills is strongly rel&tto the concepts of occupations and jobs. An
occupation can be defined as ‘a grouping of joksliring similar tasks, which require a similar skiset'.
It consists of multiple jobs or job titles that leasimilar characteristics. On the other hand, digobound
to a specific work context executed by one perf@eblavy et al., 2016, p. 8). In both conceptdiskire
important building blocks thus different levels danehdles of skills are required to perform differgbs

and categories of occupations. Hence, certairsskill skill-sets can be framed under occupatioth §odns.

2.2. Macro-perspective: Labour market dynamics

Human capital and skills as described above ariéablain the labour market and affect employer
and employee behaviour. This behaviour determimetabour market dynamics. Within the labour market
employers (firms) are the buyers who are constdmlying for the right employees (sellers) withfatiént

skills for their available positions.

2.2.1. Demand and Supply in the Labour Market

The demand in a labour market is determined byithes that act in it. Demand of firms can be
influenced by industry trends and of a qualitatiged/or quantitative nature (e.g. the amount ofpfeeo
and/or levels of skills required). The total suppfylabour within a specific labour market consistghe
labour forcé. The size of the labour force can be affected iffgrént demographic factors. The labour
force can either grow by natural population groattloy positive net migration on both (inter)natibaad
regional scale (meaning higher inflow than outflo®@n the opposite, the size of the labour force can
decline when the net migration is negative and/ortatity rates are higher than birth rates. Furtiame,

ageing of the population and (early) retiremenfurntary unemployment (for example housewives) or

2 The labour force refers to all people who are mdge of 15-64 years old and either employed ompiwyed.
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schooling and study can cause the labour forcettirge. When the number of people outside the labou
force€® increases, the labour force participationdteps. The participation rate in the labour farae be
determined by different factors. One can think o€ial perceptions or different economic situations
(contraction or extension) as incentives. For exapgver the past decades the participation rateoaien

in the labour force increased steadily becausegochanged and it became socially accepted.

According to the neoclassical theory the willinghes$people to work is mainly driven by wages.
When the amount of workers that is willing to wakthe market price is identical to the employers’
demand at the prevailing price the market is atlibgum. On the opposite, the labour market is in
disequilibrium if the quantity of labour offered korkers is higher than what employers wish to aug
certain price, there is a market surplus. The otlar around, when the quantity of labour that isirdel
by employers is higher than offered by the empleyata certain price, there is a shortage. A labour
shortage is defined by Barnow et al. (2013) a®¥adl "A sustained market disequilibrium between supply
and demand in which the quantity of workers demdreeeeds the supply available and willing to work
at a particular wage and working conditions at afaular place and point in time.(p. 3).

The neoclassical approach can be captured in alesimpdel (figure 2.1). In this model it is
assumed that employers’ behaviour is aimed at tprofiximizing and employees aim at utility
maximisation. The model shows the demand and supplyes for labour in a certain occupation within a
particular labour market. In the model’W the wage level of a certain occupation at amgrgtime. At
this wage there is a demand of labo®y &nd a supply of {s. Because labour demand outstrips supply (L
- L%) there is a shortage and the market is in disiniin. The model however, assumes that when
shortages occur they will be resolved due to coitiyemarket forces. The market ensures that wagies

rise in time of shortages and a new market equulibiis established.

3 Persons outside the labour force are persons #tgehfand over who are neither employed nor uneymal (they are neither
working nor seeking work). These persons are ndtqfahe labour force.

* The labour force participation rate is the peragatof the population that is either employed @mployed (e.g. outside the
labour force).
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So, in figure 2.1 the increased demand for labalidwve up the wage to Wthe market clearing
wage. At this point labour supply and demand wgili@ L and a new market equilibrium (E) has been
attained (Cohen & Zaidi, 2002).

FIGURE 2.1 Neoclassical view of labour shortages

Supply (S)
Wages (W) *+
W)’«
WO
Demand (D)
0 L% L* L°% Labour (L)

Source: Barnow et al., 2013, p. 5

The model however contains several shortcomingsdames not take adequate account of all
dynamics in the labour market. As mentioned befibiis, conceivable that different factors contribud
the willingness of people to work (supply). Furthere, employers may react different to changesboudr
market conditions. Aside from offering higher wadbey can also increase search costs or let current
employees work more hours. Lastly, neither empmysremployees possess all the information about
market conditions. The market is continuously clirgn@nd therefore adjusting to new circumstancéls wi
many different factors involved (Cohen & Zaidi, 20@Barnow et al., 2013).

So far demand and supply within the labour marleatehbeen highlighted from a quantitative
perspective. It is however possible that from antjtetive perspective, a market equilibrium existst a
mismatch in terms of quality still exists. This calso be referred to as skills shortages and osghen
there is a mismatch between the skills availabkénmarket and skills demanded by the employErs.

example, if a computer company searches for ITgasibnals on a labour market that is charactebyed
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people that lack computer literacy, we can speaksafbstantial skills shortage. Skills shortageg apgply
for certain types of skills, a (range of) job(stan be evident for certain occupations (Shah &B2003).

Some reports translate skills shortages to ocaupativhich, as outlined in the previous paragraph,
refer to different jobs and job titles that requoemmon skills. Often these reports present acatiti
occupations list. Critical occupations (with critiskills sets) can be interpreted in two ways. @nhat
critical occupations are seen as critical in thessghat they are necessary for economic develdpifiea
other interpretation is that critical occupations most demanded by firms/industries and mightard to
fill and therefore critical to them (TalentCorp, 1&). However, the boundaries between occupational
categories have become increasingly blurred. Thexe tbecome less standardised and homogenous.
Nowadays, the skills that are demanded for spgolfis within one occupation can vary tremendouBhg
same occupation often refers to jobs that diffarid product, working environment and tools ancenias
used (ESCO, 2016). Recently, more unique and $ps&ifls are demanded by the employers. So, one ca
argue that the term and lists of critical occup®&iare to broad defined and do not cover the specif
shortages in skills or certain jobs. For examglerd is a shortage of a specific programming skith as
JAVA. This specific skill is only required for o a limit amount of jobs within the software enggning
occupation. But in the critical occupation termogy the software engineering occupation will be
classified as critical, while in different jobs tlean also be framed under software engineerirsgskiil is
not required and therefore not critical.

The rapid changes and increase in demand for nmigei@ and specific skills can be addressed to
the combination of three related innovations: infation technology (IT), complementary workplace
reorganization and new products and services (Btesnet al., 2002).

Due to the speed of the changes in required sldtks, skill mismatches and shortages become more
severe. The most common explanation for this mismetthat universities and other training insiitng
cannot keep up with the fast changing businesg@mwient which results in graduates lacking thetrigh
skills demanded in the labour market. Thereforagiterm investments in human capital are needed to

upgrade the skills of the workforce.
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2.2.2. Labour Market Characteristics: Tight or Surplus Lab our Market?

As outlined in the previous paragraph, the laboarket can either be in an equilibrium or
disequilibrium. In the former case there is a méetween demand and supply and in the latter a atcdm
This mismatch can both be of qualitative and/oqeéntitative nature. When a mismatch exists due to
supply outstripping demand, the labour market issaered as a surplus market. This means thatlgvera
employers experience a rather easy time findingritfle amount and qualified people for their vacant
positions which causes employees to compete faath#able jobs. Since positions are rather ea$il,to
companies are able to look for additional qualitiesh as desirable personal qualities and preeiseant
experience. Eventually this may even lead to exgiects that are beyond the technical capabiliggsired.

On the opposite, when a mismatch is caused by démastripping supply, the market is considerelittig
indicating that jobs are plentiful. In this casepboyers compete for labour and possibly experience
recruitment difficulties which eventually may legal lower expectations and hiring standards. It also
implies that most of the unemployed will find waether quickly (Richardson, 2007; Healy et al., 201

The number of vacancies in the labour market caasan indicator for a tight or surplus labour
market in relation to the size of the labour fordegrowing number of vacancies implies that emptsye
have a hard time to fill all their vacant positicersd the labour market is tightening. On the otfeerd,
when the number of vacancies is declining it iscedvaeble that a labour market surplus arises. Asata
the growing or declining nhumber of vacancies ialiso possible to look at the average duration tifne
vacancies. Haskel and Martin (1993a) argue that avémes of equilibrium firms still have (skillggbbs
available and continuously search for suitable woskin time of an equilibrium each vacancy hasrtamn
duration but when the labour markets get tighterdirration time will increase. When the durationetiof
vacancies increases they are referred to as hdiltisacancies (HTFVs).

Furthermore, the unemployment rate is often useah sdication for labour market characteristics.
Whereby, low unemployment rates indicate a tightola market. Governments often see a high
unemployment rate as a problem because it imgli@srhany people are unable to make a living and a

significant part of the potential labour force st iwontributing to the national output. On the othand,
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when the unemployment rate is unusually low govemis worry about an excess demand in the labour
market. This will likely cause wages to rise, aguad in neoclassical theory, and higher wagededlt to
price inflation. Furthermore, an exceptionally lawmemployment rate may increase shirking among
workers and reduce the available pool of talentlith new firms can extract (Ehrenberg & Smith, 201
A tight labour market induces labour mobility besawemployees are more likely to move jobs

since it is relatively easy for them to obtain #dyeoffer or position elsewhere. Thus, when aaieiabour
market is tight it is assumed that labour mobilifll increase. Eventually, this will lead to highternover
rates for companies. This expectation is confirimgdifferent studies which used time-series datal(et

al., 1972; Schlicht, 1978). ligure 2.2the quit rate (as a proxy for labour mobility)tbé United States’
labour force is compared to the unemployment fateecomes clear that indeed, when the unemployment
rate decreases (indicating a tightening labour etarthe quit rate increases and vice versa. Dutieg
financial crisis in 2008 the unemployment rate @ased tremendously, at the same time quit ratepddd

significantly.

FIGURE 2.2 Quit rate compared to unemployment rate in the 2081-2015
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Source: Bureau of Labour Statistics, 2015
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On the other hand, when the labour market is arpliss it is conceivable that employees do not
change jobs that quickly since there are only fewootunities within the market. In addition, notythe
labour market characteristics determine the labuobility. Different perceptions of employees and
skillsets they possess can contribute to labourilitolnd therefore affect the turnover rates offs.
Different studies argue that the perceptions ofviddals on desirability and ease of movement affec
labour mobility. The desirability to move is oftdisplayed by job satisfaction and the ease of mev¢m
commonly equated by the perceived job opportun{tieskofsky & Peters, 1983; Lee & Mitchell, 1994).
Moreover, the skills that employees possess cactatieir mobility. Employees that possess traabler
skills (skills possessed by employees that areicgipe in different jobs or tasks despite of thacpl
acquired) will be more flexible in switching jobsspecially in a tight labour market (RPIC-VIP, 2n11
Thus, high levels of skill relatedness within therlforce of a sector may lead to higher labour Hitgbi

High labour mobility can be both good and bad frartabour market perspective. High labour
mobility is socially useful because it increasedividual well-being and the quality of job matchésthe
same time due to labour mobility a greater numbexvarkers and employers is available in the market
which lead to more flexibility in making job matchéhat best adapt to changing environments. On the
other hand, high labour mobility translates intghhturnover rates within firms causing higher ficiah
costs for replacing employees and other indirestsceuch as the potential loss of skills, knowleage
experience, disruptions of operations and negatffexts on workforce morale. In addition, high twar
may cause a considerable burden on human resowcagers as they continuously have to recruit and
train new personnel. When this becomes such a tglgm for firms it can eventually become a
disincentive for them to invest in any more traqjprograms for their employees. The absence otthes
investments can reduce the productive potentiakraployees and therefore output of firms which
negatively impact the economic development ofyg offgion or country (Ehrenberg & Smith, 2011; Ponn
& Chuah, 2010).

The labour market processes described above aréatge extent created by a changing structure

of the regional economy (more or less variety). Winew sectors or industries emerges or fades, the
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demand for labour and skills change which can caiseatches, resulting in over- or undersupply. Due
to these mismatches a labour market can be chasatteby a surplus or a shortage of either labour

(quantitative) or certain skills (qualitative).

2.2.3. Economic Structure and the Labour Market

The structure of a regional economy can often bieleld into different clusters, each characterized
by a variety in firm composition. When there is muriety, the economic structure is considered as
heterogeneous. In such an economic structureagdamed that labour mobility is less present siaad
cluster demands different skills(sets). It alsoliegpthat the variety of skills sets within the dalb market
is big, making the overall economy more resilianietonomic changes or shocks. When one sector or
industry is declining it is easier for a heterogmreeconomy to change their focus on a differectos®r
industry.

On the other side, when the economic structureisisngf a single or small number of (similar)
clusters each characterized by more or less siyifsgs of companies it is considered as homogenous.
Assuming that the majority of the labour forcerisptoyed in one main cluster it is conceivable thate
exists high labour mobility since skills are allated and easily transferable. At the same timedvew
the skills of the labour force are quite sectondistdy specific, meaning that they are not transflerso
other industries. When for example, the main clustea homogeneous economy is hit by an economic
shock and diversification is needed to overcomesttmomic downturn, it is hard to make the traositi
since the labour force only possesses skills skitshvare applicable in a limited range of industrie

As mentioned above, cluster homo- or heterogerwity be determined by the variety in firm
composition within clusters. Firms can be categatiin differentcompartmentseach with specific
characteristics. One can think of differences ld@l/foreign origin, productivity, company sizedacore
activity/operations ranging from high- to low-enfigain, when all firms are alike one speaks of a

homogenous cluster; when there is much varie/gonsidered as a heterogeneous cluster.
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Each compartment can be marked by a certain léatraction and retention in respect to labour.
The level of attractiveness and retention for catmpants depends much on preferences of labour for
particular industries or firms in different compadnts (preferences can refer to wage level, terins o
employment, working conditions or fringe benefitdlso preferences from an employer’s perspective ca
play a role with respect to categories of labowhsas qualifications and skills.

So, alongside the compartmentalization of firmsimitlusters in the regional economy the labour
market structure divides in sub-markets charaadrizy different levels of skills and labour attiaotand
retention. This is illustrated in figure 2.3 whenethe top left corner the most attractive compearins
situated. Companies in this compartment are supibposdble to obtain sufficient labour that meets the
requirements from ample or available supply. Theysituated in duyer market'which means they can
more or less dictate the terms and conditions gflegment. On the opposite, the right bottom corner
represents &eller market' where it is assumed that conditions are rathebgetmployees e.g. hiring
depends on the extent to which employers are abiéllong to meet conditions demanded by employees.
However, the distinction of pure buyer- and saltarkets has to be nuanced since it is also infled iy

the supply of specific skills, skill relatednessl @amployability.

FIGURE 2.3 Competition between companies in different conmpants in attraction and retention of labour
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Source: Own draft, 2016
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Companies in different compartments compete foodaland are characterized by differences in
labour attraction and retention. In an open stmectdabour market where mobility is dependent an th
situation of the labour market (e.g. tight or sug)lit is conceivable that in a situation of a titgbour
market more labour mobility exists (left columnfigfure 2.4).

Due to high demand and insufficient supply theeeraany opportunities and everybody, including
less employable people, aims to improve their pmsiBecause of shortages, there are many oppbtesini
for employees to be employed in preferred compartmeDue to this one can expect that more seller
markets exist because it is hard for companiesctatd the terms of employment when there is amadve
shortage of labour or certain skills. However, tubigh levels of mobility buyer markets can girsist.

When the labour market becomto tight’ it is assumed that migrants are needed to keepthp w
demand. If a labour market is tight due to qualiatshortages and there exists all sorts of skill
imperfections, it can be assumed that companieerdawer their hiring standards or choose to naway.
When companies lower their hiring standards laloability in the market will remain the same because
companies adapt to the new situation. If compawiespse to move away the demand for certain types o

skills will fade and a new equilibrium will be cted.

FIGURE 2.4 Open structure labour market
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On the other side, in a labour market charactetiged surplus it is assumed that labour mobility
is lower (right column in figure 2.4). Everybodylt® on to their position because there exists dierc
competition for the few spots available. More cormipants will be characterized by buyer marketsesinc
an abundance of labour exists, firms can dictadetehms of employment instead of being dependent on
employees’ acceptance. Unemployment rates risecidly for the ones who do not possess the right
gualifications demanded and therefore are low epatile.

When (almost) no mobility between the different gamiments exists due to preferences,
institutional influences; labour laws, minimum wagmd legislation on in-migration and social influnes
on pay and employment, labour markets reflect tecids towardssegmentationLeontaridi, 1998).
Segmentation refers to a situation where thera sxéreme separation between different segmentsnwit
the labour market.

Segmented labour markets can be very simplisticadhceived by separating the labour market
into a primary segment (similar to upper left corimefigure 2.5) including ‘good jobs’, jobs withigh
wages, good working conditions and better caredrteaining opportunities and a secondary segment
(similar to the bottom right corner in figure 2d)aracterized by ‘bad’ jobs, jobs with poor waged bad
working conditions and career opportunities (infatreector). Compared to the secondary segment, the
primary segment is characterised by high leveleushan capital (e.g. high skilled jobs) and emplsyee
have more power to determine their own work cont&sia result, labour costs increase. One woul@exp
high levels of labour mobility in the primary seGtas employees are in high demand and lower Iefels
mobility in the secondary segment as supply oulreademand. At the same time aggregate unemployment
in this segment is made up of job hoppers (or séi@ayers) who move in and out of work frequently.
Therefore, it is assumed that a high labour turnexests in this segment (Reich et al., 1973; Lulgs &
Mok, 1979; Leontaridi, 1998).

Within a dual segmented labour market, it is asslithat everyone who participates in the labour
market prefers to have a job in the primary segnffignire 2.5). In a market characterised by a labou

surplus of (high) skilled workers (right bar in dige 2.5) it is conceivable that there are not ehgobs
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available in this segment, only a small part ofdhalified workforce will be able to fill these jebThose
who did not get a job in the primary segment buisess the right qualifications may wait for better
opportunities, accept lower skilled jobs, remaiemployed or migrate and leave the labour markeeiwh
many ‘primary qualified’ workers accept lower s&dl jobs, workers in the secondary segment can be

pushed out of the market causing high numbers efnphoyed low skilled workers.

FIGURE 2.5 Segmented labour market structure
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On the other side, it could be possible that tleeists a shortage (e.g. more demand than supply)
of qualified labour in the market (left bar figu2es). This is highly possible when kept in mindtttiere
is a trend of increasing demand for high skilleobolar. This would imply an increase in jobs withiret
primary segment of the labour market since it isuaged that high skilled labour is positioned here.
Therefore, a possible shortage within this segneant occur. However, because of segmentation e.g.
worker/employer preferences and other technical lamgaucratic requirements for admission to this
segment (such as specific skills, race, gendeclod credentials) none or almost no upward mgbilit
occurs between the segments. It is assumed thatbetdifferent segments almost no mobility exists,
except downward mobility to some extent. Harrisowl &um (1979) argue that firms in the primary

segment do not use their political influence tongliate these institutional barriers but insteaspoad to
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such shortages by importing skilled labour fromsalé the local economy. In this case barriers for
intersegment mobility are held up by the primargn8 in the sense that they will not lower hiringretards
and accept less desirable or lower skilled workarsheir vacant positions.

The segmented labour market theory as describesisterof two segments, in reality however the
duality segment approach can be far more complexcenty two compartments/segments may not be
sufficient. A less extreme explanation for the Iqupward) mobility between segments can be
complementarity in the labour market. In this cte@re exists different compartments within the labo
market with each their own unique characteristicsv interaction exists between segments differ ue
differences in skills requirements instead of prefiees, legislation or exclusion. This is highkely in a
heterogeneous economy because many industriegeeatjfferent type of skills sets. Due to different
requirements there exists less competition whigpliam low skill relatedness between jobs in theolab

market.

2.3. Meso-perspective: Sectors and industries

From a meso-perspective, various economic dynaoginshe recognized in different sectors and
industries. Sectors and industries differ in levaflcompetition, growth and innovation, distributtiof
firms’ size, and entry and exit rates (lammarindi&Cann, 2013). Firms are affected by these industry
dynamics. Evolving technologies within industriemdor example force firms to change their working
practices and skill needs.

Although sectors and industries are commonly usedrdhangeably within literature, both
concepts can be separated. Sectors refer to a congpd of the economy by which a large group of
companies preform similar business activities (Blgnufacturing sector, Financial sector). Industaee
more specific and refer to a particular group ahpanies with highly similar business activitieslustries
can be roughly classified in primary, secondary tertiary (service) industries. Firms that operiate
primary industries extract and sell resources. Tdaybe divided into extractive industries, whergtmys

extract or draw goods from natural resources (®iging) or genetic industries in which firm's main
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activity focuses on the development and growtHarbfand fauna (e.g. farming). The primary indusgry
often characterized by a small amount of large dirflnat produce homogenous products. Secondary
industries relate to the production of finisheddarcts by using material derived from the primaguistry.

The size and number of firms in this industry vang the products are more heterogeneous. AlsaG;ame
distinguish tertiary industries (services indusfyjiavhich do not produce physical products but g®ev
services. Often these industries exist of a varioumber of firms that in general provide both
heterogeneous as homogeneous services (Marijs erdah, 1997).

In literature it is argued that the dynamics andlion of industries and sectors are the result of
different interaction processes of elements suclieelnology, innovation, demand and firms. These
interaction processes have to been seen as seetific and therefore different dynamics within tees
and industries exist. Technological opportunitiaspacross sectors. Firm’s growth paths largelyeddp
on the ‘technological paradigm’ that exists witkive sector. The technological paradigm is defaeth
system of scientific and production activities lthea a widespread cluster of innovations, repréasgat
response to a related set of technological prohlemd relying on a common set of scientific pritesp
and on similar organizational methods’ (Cantwell Naruala, 2001). Characteristics of prevailing
technological paradigms within sectors, for exampte, the degree of tactiness or pervasiveness of
knowledge and levels of innovation (lammarino & Ma@, 2013).

Ericson and Pakes (1995) argue that industry dycemie generated through the outcomes of
firm’s investment and firm performance as a consage of competition from in- and outside the indust
Various resources contribute to the level of firerfprmance in industries. For example, firms within
rapidly changing industry like the banking industergely depend on resources like managementtguali
technological expertise and innovation capabili(Mshra, 1996).

According to Nelson (1995) and Metcalfe (1998), ifamsformation of sectors is the result of the
evolvement of following elements: technology, dethafirms, institutions and knowledge base. Two
evolutionary processes identify sectoral dynamiesiety creation and selection. The process ofetari

creation by firms as for products and technologge®lated to the levels of entry, innovation ar&’R
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For example, the role of new firms can influencet@edynamics. New firms bring a variety of new
knowledge and specialisation which influence innimra and production processes. The process of
selection reduces the heterogeneity of firms, prtsdand technologies. Market selection affectgtbaith

and decline of firms. Malerba (2005) argues thatas are based on three components: knowledge and
technologies, actors and networks, and institutibiesidentifies different dynamics across sectbiisns
within the same sector are similar to each othearessimilar knowledge bases and use similar gfieste

to survive, grow and innovate. Also the study codek that levels of knowledge, as a base for inthvava
activities, vary across sectors. Sectors that sgmtea great heterogeneity of firms tend to haveenmulti-
source knowledge bases and experience rapid imogeterhnological change. Next to that, demand has
proven to be crucial as for change in sectoraksyst as needs of consumers and other agents amrglyu
change over time. This is an extra stimulus foroiraiive activities. Furthermore, institutions play
significant role in evolving dynamics as they affdw rate of technological change and the perfamaa

of sectors.

Marsili and Verspagen (2002) link sectoral patteofisinnovation to the industrial structure
(technological environment, size of firms) of fivegimes (industries) within the Dutch manufacturing
sector: Science-based regimes, fundamental prooegisnes, complex-systems regimes, product-
engineering regimes and continuous-process regiftesy find out that the presence of medium-sized
firms and industrial dynamics in terms of entry andvival of entrepreneurial firms are linked téfelient
regimes. For example, the presence of medium-sized is especially low in the science-based regime
Also they find evidence that within science-based product-engineering regimes innovation is mainly
product based driven, entry firms face high madstalates and firms benefit from research within the

industry.

2.3.1. The Industry Life Cycle

Another factor that generates dynamics acrossrseaal industries is the stage of the industry life

cycle in which sectors/industries find themselvascording to the industry life cycle four stages of
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industry development can be distinguished: An eaxploratory (introduction) stage, an intermediate

(growth) stage, a mature stage and the declinamestfigure 2.6).

FIGURE 2.6 Industry life cycle model
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Source: Lidwell et al., 2010

The early exploratory stage is characterized bigla tiegree of uncertainty, a big number of small
firms as entry barriers are low, high levels ofanation, the design of primitive products and losiume.
After this stage, industries evolve into an intediage stage. At this point, technologies have bexorare
complicated, outputs of products increase andakesbut process’ of firms takes place. In the maphieese,
industries consist of a low number of firms, inntv@activities are minimal, highly advanced teclogies
are used, entry barriers are high and the volumeugbut reaches its highest point (Klepper, 1997;
Audretsch & Feldman, 1996). In the declining staggput of the industry starts to decline as a eqnence
of a transformation in demand, the lack of innamatand other competitive industries. During thesyst
dominant firms within a certain industry or sectace the negative effects of lock-in and do notspss
the capabilities to renew themselves.

The industry life cycle model is primarily relevand manufacturing sectors producing
goods/products. Dynamics in service sectors, howeme different. Services have distinct features
compared to products/goods in terms of: intangihilinseparability, heterogeneity, perishabilitydan
ownership. Unlike goods, services do not alwayssisbrof physical attributes. They rather have to be

qualified as experiences. As for inseparabilityviees, in contrary to goods are produced, sold and
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consumed at the same time. This feature of seruicesases the importance of communication between
producer and its clients. It is argued that sersvicentain higher levels of heterogeneity than petglu
because services are more dependent on the qaflilyn's employees. This improves the quality of
services. Therefore, employees need to have diffestdlisets, whereby employees in service se@oes
more depended on soft skills (e.g. communicatiaharstomer-handling soft-skills) than employeethan
manufacturing sector. A fourth distinct featurethat services are perishable. Products can bedstore
services not. Next to that, consumers can own gddelvices are not owned by consumers. They only
have the right to use it. Another distinction betwéhe two sectors is the resources used in itsstrids.
Service industries in general depend more on (highlified) employees compared to manufacturing
industries. Manufacturing industries primarily rady utilities (e.g. electricity, water, gas) anddible
assets. Differences between industries in the naatwing and service sector result into specifitustry
dynamics (Buckley et al., 1992). The industry phdisectly influences firm behaviour as for recrugnt.

For example, in a mature phase the demand of lakitidre different than in an introduction phasehese

of the number firms active, scales of economiesasdailing technologies. These phase dynamics will
affect firms’ recruitment standards, strategies diffitulties.

Overall different factors and elements drive ecoitodynamics within sector and industries.
Therefore, industries are heterogeneous. Impoggents that on the hand drive dynamics and on other
hand experience the consequences of economic dgsamnindustry level are firms. As mentioned, firms
adapt recruitment strategies and experience diffefifficulties because of industry dynamics. ld@rto
carry out activities, firms need to have human tedgossessing the right skills-set. The next paaty

describes behaviour of firms in relation to skdbaisition.
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2.4. Micro-perspective: Firm Behaviour and Strategies

As described earlier, macro factors (segmentatiwtitutional regulations and labour shortages)
can affect the behaviour and strategies of firnmsng are actors within different industries in thbour
market. They aim to acquire the right level of huncapital to pursue their business objectives. Faom
broad perspective firms all share the goal of envoagrowth. However, firms differ in the business
decisions they make as their objectives vary froafippmaximization to continuance of the firm (Tiep
1998). The labour market in which they operatehiaracterized by competition and different dynamics
apply. Firms have to achieve and sustain competititvantage as this makes them more unique and
competitive. In order to achieve competitive adaget firms apply different strategies. They migidus

on R&D and innovation or rather realise increasigtgrns by entering new markets.

2.4.1. The firm

In the theory of a firm, broadly two views can bstidguished; the resource based view and the
transaction cost economics view. The transactiat perspective sees the firm as a bundle of aetivit
These activities are selected through the costsanfaction and coordination. This perspective dums
take in account the role of knowledge and competenikewise, the resource-based perspective carsside
the firm as a bundle of activities (Green et @0%) or resources (Penrose, 1959). However, therfiust
be seen as a bundle of activities based on the etmmges and the generation of new knowledge within
organisations (Green et al., 2005). In order toewstdnd firms, the organisation must be seen as a
‘collection of productive resources’ including pfoal and human resources. According to Penrosed(195
the role of human resources is very important. &simes that opportunities to produce new products
largely depend on the knowledge available in tha.firhe activities within the firm that are carriegt by
employees generate knowledge. The level of humpitetas a characteristic of firms depends on sle¢ *
or ‘bundle’ of skills and know-how owned by firménployees (Kor & Leblebici, 2005). This ‘bundle’ of

skills is crucial for firm capabilities and thug firm performance (Coff, 2002).
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2.4.2. Heterogeneity of Firms

Various theories do exist in order to understaredfihm and its performance. Yet, it is hard to
precisely describe the actual factors that detegrfitm performance. The firm can be seen as ‘akiax’
whereby the collection of resources together couateis to firm behaviour and outcomes. The neodaksi
economics theory, for example, only focuses onrgfagionship of inputs and outputs. It does nottoon
the activities inside the firm. Views that try tpem this ‘black box’ do exist. For example, theorgse
based view, described earlier. Still, opening tilack box’ is difficult as firms are heterogeneauns! thus
difficult to compare (Nonaka et al., 2000). Firmaghbe seen as heterogeneous actors that differmrs
of knowledge, innovation, technology and R&D. Thevelopment of R&D within MNC's has proven to
be one of the most important factors increasingpetition (lammarino & McCann, 2013). Besides that,
firms differ in size, resources available, leveisrarket power and attractiveness which all contetto

firm performance.

Resources

Firm performance depends on firm’s access to ressuiThese include all firm-specific assets,
capabilities, organizational processes, firm atiteéls and knowledge (Barney, 1991). Resources alaila
can lead to a competitive advantage. Thereforeintipertance of firm's resources has to be assessed
comparison to the resources available to compstiEéms that possess the ‘right’ capabilities vdimore
successful in their performance than firms thak lzapabilities. Of course, defining the ‘right’ cdgilities
for firms is different across sectors and industrigirm performance in high-technology manufactyrin
industries heavily rely on the firm's technologiczdpabilities. Factors that influence technological
capabilities of a firm are size, human capital grause of technology. For example, the developmoént
technology capabilities in local firms can be irmged by mechanisms of technology transfer. Also,
employee knowledge, obtained while working in MN@sntributes to the technological capabilities of

the firm.
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Firm market power

Market power can be seen as an explanation why §omeperform better and are associated with
higher value than others. Firms operate in mankétsre they possess different of levels market power
Firm market power can be described as: A firm'ditgbio influence the actions of others in a produc
market(Makhija, 2003). In literature it is argued thatris market power depends on their market position,
in terms of market share and the level of prodiférntiation (Isely & Roelofs, 2004). Market pomie
important because it leads to higher revenuesygadacompetitiveness, and contributes to firm'satra
name. Products are sold from manufactures to comsuwia intermediaries (e.g. stores). Therefore,
manufacturers depend on the motivation of interaméel. Intermediaries want to sell high volumes of
products as quick as possible and therefore depeddmand of consumers The extent to which consumer
are aware of individual brands is decisive forisgllproducts. High market share brands will be more
interesting for intermediaries than unknown malkands that do not differentiate. Next to tham&rwith
more market power are able to influence pricespatidies and can effectively manage relationshijih w

intermediaries (Shervani et al., 2007).

Attractiveness

In literature it is argued that firms that are mdaeniliar to applicants are regarded as more
attractive employers (Turban & Greening, 1997).i8loicentity theories suggest that, the firm brand
influences the individual self-concept of employelsey classify themselves into social categoraesetd
on the brand of the company (Dutton & Dukerich, 1P their study on the attractiveness of emplsye
within in China, Turban et al. (2001) conclude tpagstigious companies are seen as more attractive
employers than companies that lack familiarity. Gfm=ally, Chinese applicants attach great importato
the brand of a company, as they can improve stahang their relatives. Companies are aware of their
image and invest in ‘branding’. They try to diffatiate themselves in order to attract talents aotease
the likelihood that their product and services viiéé chosen over others. Employer branding can be

described as‘The sum of company’s efforts to communicate teteg and prospective staff that it is a
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desirable place to work{Lloyd, 2002,). Thus, unique aspects of firms dbnte to the brand of firms.

This enables them to ‘win the war’ for talent akidled employees (Collins & Stevens, 2002).

Size

Another factor that affects firm performance is $iee of firms. Firms differ in size and therefore
possess different characteristics and capabiliteegye organisations tend to have a more complagtsire
and higher amounts of resources than smaller cangpganizations. In general, MNC's experience more
path-depended growth paths for their products amdices. They produce on large scale, represent a
relatively large market share and are expectednemte incremental innovation. In contrast, sméhas
like start-ups, are abler to adapt to new techrietognd strategies, produce small numbers of ptsdunc
services and their company structure is less compladical innovation is expected to be more preisen
this type of company. This leads to the creatiomesf economic activities (Fagerberg & Verspagef020
MNC’s become more vulnerable to ‘lock-in’ becaulseitt core activities are less innovative. Innovativ
activities that they develop through R&D are ofthstributed to subsidiaries or spin-offs. Theseet/pf

organizations are less complex and therefore dpvalore innovative activities.

2.4.3. Skill gaps and shortages: Causes, consequences aaghedies

This paragraph will elaborate on the causes, caresemps and remedies as for skill gaps and skill
shortages. One has to note that many stakeholdeisvalved in these dynamics, e.g. industry coles

and local governments. However, this paragraphfediis purely on firm perspective.

Skill gaps

Employers can face difficulties in searching thehtiskilled employees. Different types of
difficulties can be distinguished. First, firms camperience skills gaps, which can be defined as
deficiencies existing within firms’ workforce. lrootrast to shortages, skill gaps occur in the nraEHabour
market of a firm. For example, when the existingkfarce of a firm does not possess the skills tdgomn
their tasks. Skills gaps relate to both genericspetific (hard and soft) skills. Employees thatgess the

right certificates but do lack soft skills can besaurce of skills gaps too. For example, a manufag
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company may rely on a group of engineers havintificates but are lacking communication skills. &s
consequence of skills gaps business results aetadf negatively. Another aspect of skills gapbasthey

are normative; it is the gap between what is andtwghould (Roy et al., 1996). The normative aspect
depends on employers’ perception of skills gapgnagloyers know what kind of skills will contribute
optimal business result. The concept of skills dapks clarity. In literature, different definitiercan be

found:

1. ‘A skills gap refers to a situation where employars hiring workers whom they consider under-
skilled or that their existing workforce is undéalied relative to some desired level.’ (Shah &
Burke, 2003);

2. ‘A deficiency in relation to some suitably defineptimal level of skills.” (Green et al., 1998);

3. ‘Skills gaps are identified when an employee doeispossess the skills required to do the job
he/she does currently proficiently.’ (Sutherlan@l1@);

4. ‘A discrepancy or a gap arises when a competendégdividual possesses is lower than required

for job performance.’ (Wickramasinghea & ZoyzabQ2p

According to Schwalje (2012), from all definitiodsscribed above two can be distinguished. The
first definition of skills gaps exists in a situati by which employers perceive current employeateun
skilled for their current jobs (Shah & Burke, 200Bhis perception adopts a proficiency-based didimi
asking employers how many employees within eachettional group are competent to perform their.task
It also perceives skills gaps through a competérased view. The competence-based view highliglets th
role of strategic management within organizationadapting and integrating external and internilissk
resources and competences towards evolving enveontan(Teece & Pisano, 1994). A competitive
advantage is obtained through management’s atilitievelop a highly skilled human capital pool.

The second definition considers skills gaps aspabgéween skills of current employees and skills
needed to complete business objectives. This bssinbjective-based measurement approach takes a

resource-based point of view (Schwalje, 2012). Vieev aims to describe why particular firm resource
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endowments result in increasing profits and higlesels of competitive advantage. Firm resource
endowment focuses on maximizing profits througleaffe strategies that deal with the employment of
skilled employees (Wernerfelt, 1984). A firm wik lImnore successful in generating sustainable cotiveeti
advantage if it controls more effective resourtemtother firms (Freiling, 2004).

In both, the competence-based view and the resdaased view, the role of knowledge in the form
of human capital is critically influencing firm germance. However, they differ in the way human
resources can realise, on an organisational lepémal firm performance through the collectiveiaatof
individual employees (resource-based) or throughuldiog of workforce skills into market-focused
competencies (competency based) (Schwalje, 2012hoth have their pros and cons, Schwalje (2012)
proposes a definition of skills gaps that integgdieth views;'... a situation in which current employees
lack the skills to perform their jobs which resutisthe compromised ability of a firm to meet baesm
objectives”(Schwalje, 2012, p. 13). It is important to havaesar definition of skills gaps, as it is interpet
differently among employers. Measurements of skiifgs will lack validity and trustworthiness if

interpretations differ too much.

Skill shortages

Beside skill gaps, employers can have problems thighsupply of skills in the labour market.
Those problems occur when the supply of skills dugdfit the demand. This can be referred to alésski
shortages and apply to firms’ external labour m@arke

The next paragraphs will further elaborate on cguséfects and remedies for skill gaps and
shortages, which are schematically presented indi@.7 and 2.8 (see next page). Thereby focussing

behaviour and strategies firms apply.
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FIGURE 2.7 Schematic overview of causes, consequences,gitsind remedies for skill gaps

FIGURE 2.8 Schematic overview of causes, consequences,gitstnd remedies for skill shortages
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Causes

Skill gaps

The lack of a clear definition of skill gaps makes search for potential causes difficult. Yet,
different causes can be detected. Skills gaps ocaerge as a consequence of failing HR practices,
recruitment difficulties, strategic shifts in evimly business environments and shortage of employee
orientation and integration.

First of all, failing HR practices. HR practicesated to employee development can increase skills
levels of the workforce. Firms provide trainingdevelop the skillset of their employees. New slalte
crucial in evolving business environments and changechnologies. Employer’'s willingness and
capability to train its workforce depends on diffetr aspects. Firms depend on managerial capabitifie
its HR department. A lack of capabilities can mélaat future trends will not be picked up in time.
Responses, in the form of training, then will be tate as other firms already took their chancdso A
managerial miscalculations of the returns to traghias a consequence of information gaps, maynretai
employers from providing training (Lall, 1999). lalr poaching and high costs may be reasons toimabsta
from training as well. As said earlier on, poachthgeats can influence HR manager's perspective on
training their workforce. Also, HR departments nd@gign policies to increase employee’s motivatiar.
example, rewards, promotion systems and compensatian increase employee’s productiveness and
willingness to learn. Furthermore, HR departmeintspk/ can have experienced that training will not
provide the desired outcome.

Secondly, recruitment difficulties can cause skiips. These difficulties can be the consequence
of a lack of interested people, too many other agtitgrs, poor working conditions offered for théjsuch
as unattractive working hours and low pay, pooeeaprospects or a location that is difficult taale with
public transport (Schwalje, 2012). Recruitmentidifities have to be distinguished from skill shges, as
recruitment difficulties do not see upon situatievisere there are too few people available in theua

market that possess the right skills.
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Thirdly, skills gaps can be caused by strategiftsim changing business environments. One can
think of evolving technologies, the developmenhe# products or services, introduction of new wagki
practise, legislative requirements or increased patitive pressure. Successful shifts depend upen th
renewal of firm competencies. According to the cetepce-based perspective these competencies depend
on employees’ skillset. Skills gaps will occur thployees do not possess specialized skills.

Fourthly, transitional stages of employee orientatand integration can lead to skills gaps.
Employers stress out that lack of work-experiemersg employees and post-merger employee integration

can be a source of skills gaps too.

Skill shortages
Skill shortages are the consequence of a mismatafieimand and supply. As explained in
paragraph 2.2, mismatches are the result of a gsdbat takes place at macro level. When the derfeand

skills is higher than the supply skill shortagesex

Consequences

Skill gaps

In general skills gaps negatively influence firmrfpemance. Measurements of skills gaps are
limited to surveys that rely on employers’ perceptiherefore caution is needed. In his study oreffest
of skills gaps of organisations, Lindorff (2011pds that skill gaps increase levels of stress among
employees within firms, lower staff morale, infloencustomer service standards and reduce prdfitiss S
gaps that are frequently mentioned by employerkidecleadership, professional and industry specific
skills. Furthermore, he discovers that skill gajfedacross small, medium and large firms. Forrepke,
managers in medium or large firms are more likelfeel skills gaps than those in small firms. Tiame
firm size must be taken into account when assesdfagts of skills gaps. Also, he provides evideti
effects of skills gaps vary among industries. Nijtatespondents in charities and non-profit orgamims
reported on skills gaps. According to Sheldon ahdritwaite (2005), this can be explained by the fac

that they, unlike big businesses, lack Vocatiorthi¢ation and Training (VET) policies.
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Furthermore, skill gaps negatively affect firm’snk&t position. Skills gaps can lead to lower levels
of innovation, reducing profits and revenues arst gan affect firm’s product quality. As a resftitins
lose business to competitive firms and have lowelity standards. Firms may therefore choose to not
enter high quality demanding niches and rather sscoearkets that are characterized by low levels of
technology and quality (Schwalje, 2012).

On operational level skills gaps can influence Trperformance. As a consequence of skills gaps,
firms experience higher operating costs, are formedutsource more business operations and face
difficulties adapting new technologies and workprgctices. According to Ashton and Sung (2002)h hig
levels of employee skills can lead to new workimggtises, such as the use of self-managing workdea
adopted by employees themselves. Also, skills gapstrain the integration of new technologies, Whic

results in underused capital assets and thus lsirgiéimal firm performance (Ashton et al., 1999).

Skill shortages

Skills shortages negatively affect firm’s perforrmanThey result in increasing recruitment costs,
lower retention rates and affect the quality of piheducts or services firms offer. Also, shortajemler
evolving technology processes. As shortages hitdsanmipgrading, subsidiaries might lose mandate to
other subsidiaries of the company. According tor&te (2007), shortages of skilled labour also have
significant effect on firm's employment behaviowr adjustment costs increase. Firms, in the absahce
skilled workforces, often adopt a second-bestegratind produce low skill intensive products (Steaa
& Wagner 1987; 1989). This hinders them climbingti value-chain. Some skills shortages only apply
in certain industries and therefore harm indugbecsic firms but have none or little impact on eth

Also, skill shortages force firms to lower theicregitment standards. They have to hire employees
that not fully possess the skills needed, in oral&eep firm activities going. Under hiring negativaffects

firm performance.
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Strategies and remedies

Skill gaps

Firms apply different strategies in order to pre\akills gaps. These strategies are the outcome of
manager’s perception on skills gaps and therefarg among firms. First of all, it is important tHdR
management is proactively focusing on closing dellts gaps. Before skills gaps exist firms alreaen
respond to future gaps by predicting future skikeds and developing early warning systems. One can
think of feedback mechanisms that include perforreaeviews. Next to that, it is important HR marrage
have an understanding of resource allocation. Whisncrease the effectiveness of strategies ioiding
the occurrence of skills gaps (Schwalje, 2012).

Once firms experience skill gaps different stragegian be applied. For short-term solutions, firms
can outsource business activities to other compa#dirother short-term solution can be reallocatbn
employees to positions within the company thatimportant.

In the long term, company-based training is a comlgnaised strategy. Especially in large
organizations employees need to possess compacoiisgseills in order to operate effectively. Triig
periods may vary from days to months, dependinteskill set of employees. Also, firms train emyges
continuously as technology changes, new legislatvintroduced or new services and products are
developed. Internal training methods include onjtitietraining (mentoring and coaching) and off-jbb-
training (classroom instructions). Training methedhance skill formation and generate transferable
specific skills. According to Sheldon and Li (2018)e development of transferable skills withimfis
workforce implies that poaching threats intenséfyworkforce with growing skills becomes interestiiog
rival firms. Therefore, employers face a ‘trainididemma’. On the one hand they need to improver thei
workforce skills capacity in order to be compe#gtivOn the other, by improving workforce skills they
enhance labour poaching threats. This dilemma ocdenmine employers’ view to the need for training,
which can lead to inadequate responses (Cooke) 2005

In their study on experiences of foreign-investatbgrises with localized shortages of skilled

process workers, Li and Sheldon (2010), found plaaticularly large firms had no choice but to trdieir
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own skilled employees. However, firms can take messto reduce the risk of labour poaching threats.
First, they may choose to focus workplace trairongskills that are firm specific. This will redutiee
attractiveness of firm's employees to rival firn&cond, firms may increase incentives in the fofm o
higher wages when employees complete training progr(Stevens, 1996). Third, training firms may
reduce training ‘visibility’ to avoid revealing iafmation as to what extent employees have undergone
training (Katz & Ziderman, 1990). Last, employerayrforce employees to sign long-term employment
contract as a condition for participating in futtr@ning programs (Moen & Rosén, 2004).

Internal training is effective up to a certain Iev@btaining more specific skills might require
training from external organisations. According ttindorff (2011), company-based training and
development is still underutilized as a solution s&ills gaps. As said earlier employer’'s percaptm
training can be affected by poaching threats, mgsénstitutional incentives or a lack of informatio
Especially small firms invest relatively less innggany-based training than large firms (Freyens6200
Probably, this has to with a lack of access tousss (costs, time, information, experience). Fjraiso,
can cooperate through public-private training penthips. These collaborations result in lower trgjn
costs. Besides company-based training, firms majitose to adopt second-best strategies, invest in

technical substitution, change work-practices or@ase supervision of staff.

Skill shortages

In response to skills shortages firms apply diffiésdrategies. Firms can simply choose not to react
when the expectations of future sales are depigssilabour market prospects are expected to herbet
future. In case firms do react, different strategian be applied. They can decide to under hirdcy@ps
that do not fully possess all skills needed. Anptiternative is to change the proportions of ekiland
unskilled labour. However, evidence suggests thaisf rarely use this second-best strategy, because
shifting from skilled to unskilled labour is notaurably (Steedman & Wagner 1987; 1989).

Furthermore, employers poach to overcome labouttafes. Labour poaching is more common
in tight labour markets. Employers try to recruitdoyees from competitive firms by offering thenglmér

wages, better working conditions or other intergptncentives. Labour poaching can be of greatevadu
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two ways. Firstly, the poaching firm gains besidd® skillset of the employee, access competitor's
knowledge base. As a consequence of ‘poaching’ulaloosts in occupations that experience skills
shortages increase. Secondly, when firms expezxiemg-term shortages, they might substitute fadbgr
investing more in tangible resources (capital) sThakes them more resilient to skills shortages.

All of the causes, consequences, strategies anediemas described above are captured in the
figures 2.7 and 2.8, presented at the start ofghisgraph. As mentioned earlier, various stakessld
(industry-collectives, regional developers, localgrnments) play a role as well regarding the cguse
consequences and strategies of skill gaps andagjesrt However, this part of the study takes a firm
perspective and therefore the influence of vargiakeholder regarding stakeholders will not beaatated

on.
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2.5. Conceptual model

All the relevant theoretical concepts outlined fre tframework above can be captured in a
conceptual model as presented in figure 2.9. Tineeqtual model provides an overview of all relevant
concepts and how they are related to each otherafows represent proposed relationships betwesen t
different theoretical concepts.

FIGURE 2.9 Conceptual model
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3. Introducing the Case: Penang

This chapter will present an introduction to thexdeg region. The chapter contributes to a better
understanding of the context of the study and talich on various aspects. First, social-economic
characteristics of Penang are introduced. Secotigdyhistory and evolution of Penang’s industries i
described. Also, some characteristics of Penangtmamy are highlighted. The third paragraph will
elaborate on the current labour market charadiesiahd conditions in Penang. The chapter conclwitbs

a paragraph presenting expectations based ondbgythnd information outlined so far.

3.1. Penang

The state of Penang is located in the northwedfalfysia. The Penang region consists of two
parts; First Penang Island, which is home to tipitaGeorge Town’ and the Free Industrial Zonested
in Bayan Lepas industrial park, and second SebePRargi that is located on the main land including

different industrial parks of which Prai industradrk is the most important one (figure 3.1).

FIGURE 3.1 Free industrial zones and industrial parks estsitidid by the PDC in the state of Penang
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The Penang region is home to 1,6 million peopletuth 750,000 live in the capital George Town.
In 2008 UNESCO appointed George Town as being édwmaritage site. This was a boost for Penang’s
tourist sector on which Penang relies the most #feemanufacturing sector. The manufacturing sesto
dominant for over 40 years already and today adsdian 48.2 percent of state’s gross regional pcgdu
whereby the service sector represents 47.9 peodaérst GRP (including tourism). Key industries hmet
manufacturing sector are for example, precisionrezgging, automation, broadband equipment, Integrat
Circuits (IC) and Light Emitting Diodes (LED) (Hdtimson & Saravanamuttu, 2012).

The ethnic composition of Penang is due to its afigthnicities unique. This can be seen as a key-
quality of the region. Of its population 41 percesnthinese, 41 percent Malay and 10 percent Indimo
unique, is Penang’s political situation. Penantpésonly state that is governed by an oppositiotypthe
Democratic Action Party (DAP). The party’s visioonsists of a social and peaceful democracy tha¢sini
different races, religions and cultures. This r@fehe more open mind-set of Penang people (Hgohi

& Saravanamuttu, 2012).

3.2. Evolution of Penang’s industries

1500-1750: Penang’s strategic location

In the 16th century the port of Penang becameategiic location for Portuguese traders to refill
their water supplies in their long way to the FasE Penang port was the ideal place for shipshétter
during their travels through the straits of Malaaoa therefore was used by many traders. Forgatiore,

Penang would be a port-of-call on the India-Chimate (Hutchinson & Saravanamuttu, 2012).

1750-1950: Penang’s trading economy

On August 1786, the British took possession of Rgiisland and named it ‘Prince of Wales Island.
Since then, British influences started to spreadirad in Penang. During the 1820s, Singapore’silocat
became more interesting for traders travelling fidiest to East. As a consequence, Penang had ¢oerest
its attractiveness. It did so, by representinglfitss the link between rich European and Chinese

businessmen and the supply of Malaysian resoutitegybber). With the opening of the Suez-Canal in
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1869 British trade increased and led to prospémithhe Penang region. During the 19th century, Rgna
experienced economic growth and became one of ¢is¢ important hubs in the Southeast Asian region.
During the Second World War the British nation wasler pressure, it had to withdraw its forces
from Penang. Japanese troops took over and occBpieahg for three years. Those three years week cru
for Penang'’s local citizens and many fled to théntaad. The British recaptured Penang in 1945. Hawne
at that time British imperialism came to an end; 1846 Penang entered the Malayan Union and became
a state of the Federation of Malaya in 1948, wiich957 gained independence. Penang’s changing role
over time has resulted in the existence of a calltonix of ethnicities that to this day characterfzenang

(Hutchinson & Saravanamuttu, 2012).

1950-1995: Industrialisation

Penang experienced an economic decline duringdb@sl Penang lost its free port status in 1969
and faced high levels of competition from foreigmtp. In order to achieve economic growth and ocaunt
the losses change was needed. This resulted imgaradition of strategic planning in Penang (tehlB).
In 1964 the Munro Report was published. The remmdmmended the establishment of an industrial site

in the Penang region. Unfortunately, the recommgaida where not followed up until 1970 (Kharaslet a

2010).
TABLE 3.1 History of planning Penang's progress
Period Plan document Outcome
1964-1982 Munro Report ¢ Industrial development

Export-led manufacturing

Global orientation

Solid GDP and FDI growth

Few local linkages

Faltering growth and competitiveness
Slow transition to K-economy

Northern Corridor Economic Region Socio-+  World-class economic region and a choice
economic Blueprint destination for investment, work and living

1970-1990 Penang Master Plan (Nathan Report)

1991-2000 First Penang Strategic Development Plan )

2000-2010 Second Penang Strategic Development Plan

2007-2025

Source: Kharas et al., 2010, p. 18
In 1970, the federal government launched the Pektasger Plan (PMP). This plan document was

a response to the loss of Penang's free port stégunain goal was to link Penang’s market with gfobal
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economy. Manufacturing (export) besides tourismtodak the lead sector because natural resouraes we
scarce but hard infrastructure and human capite¢ wedatively strong (Kharas et al., 2010). At taene
time a national policy was launched. The New Ecand®olicy (NEP) was implemented in order to achieve
economic growth objectives and creating unity imadion with many ethnic and religious groups (fegur
3.2). The Penang state government in 1970 tookjarragep in developing Free trade zones (FTZ's) in
order to attract foreign direct investments (FDIBdgether with the federal government, the Fresdér
Zone Act 1971 came into force. This resulted indpening of Malaysia’s first Free Trade Zone in &ay
Lepas, Penang. The zone offered foreign compaaiebdnefits, descent infrastructure and cheap fabou
(Yeow & Ooi, 2009).

FIGURE 3.2 National Development Plans of Malaysia, 1971-2010
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Source: Government of Malaysia, 2015

The impacts of documented plans and national galiand the opening of the FTZ were of great

significance for the Penang region. Growth objextiwere realized and GDP grew during 1975-80 by
about 11 percent annually. Also, the opening offi& can be considered as the starting point cdtgre
industrialisation, more specific the start of tHectrical and electronics industry in Penang. iadjy,
eight MNCs from Japan and the US and later fronopelr started to settle down in the FTZ (table 3.2).
They were satisfied with the quality of the labéance for their low-tech downstream assembly openat
and the physical infrastructure met their requiretselnitially the activities of these companiesrarily

focused on assembly operations. Most of the work pesformed by female workers (Yeow & Ooi, 2009).
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TABLE 3.2 First multinational corporations to set up theip&rations in Penang

Company name Origin country
1 Advanced Micro Devices u.S.
2 Hewlett Packerd (Now Agilent Technologies) uU.S.
3 Clarion Japan
4 National semiconductor (Now Fairchild Semicondujtor U.S.
5 Renesas (Now Hitach Semiconductors) Japan
6 Intel u.S.
7  Litronix (Now Osram Opto Semiconductors) Germany
8 Robert Bosch Germany

Source: Hutchinson & Saravanamuttu, 2012, pp. 68-69

The success of the Bayan Lepas FTZ resulted ire@simg foreign investments. From 1980
onwards, more MNC's started to settle down and rdified operations to process automation, die
fabrication and other assembly activities for aution and tooling (figure 3.3). Because of its ®.85; the
Penang state opened another three phases in th@ Bapas area. Also, an area in Prai on the mainlan

was appointed as Foreign Investment Zone.

FIGURE 3.3 Value roadmap - the Penang story
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Source: Kharas et al., 2010, p. 36
As a result, Penang became a (low-) manufacturinly for MNC'’s. Stakeholders in the
manufacturing sector functioned in an ecosystemacierized by a strong network of major E&E MNC's

and supporting SME’s. Penang by the mid-1980s bedhm world’s largest exporter of semiconductors
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(Athukorala, 2014). The transformation into an exjmwientated manufacturing economy boosted
economic development. Penang for decades becanmigetiteperforming state of Malaysia in terms of
economic growth and by the end of 1990s had estadli a reputation as th&licon island’ of the East
(Hutchinson & Saravanamuttu, 2012).

During 1970-90 SME's contributed to the economiovgh of the Penang region significantly.
SME’s mainly functioned as local contract manufeets that could provide MNC's lower-end
manufacturing support characterized by high voluloe, costs and little variation of products. These
activities concerned the assembly of semicondudimgsstics and technical services (70s), locatigien
tooling and back-end automation (80s) and testnaation (90s). This diversification of activitiesd be
placed in perspective. The upgrading of activifbewed in figure 3.3 was experienced only by aagert
amount of SME’s. Most of them remained carrying dbeir original activities (Hutchinson &

Saravanamuttu, 2012).

1995-2005: Upgrading and diversification of actiés

From 1995 onwards, a diversification of activiti@shin electronic and electronic industry could
be recognized. MNC's started to upgrade their loannofacturing activities to high-tech manufacturing
activities. Within the E&E sector new industriearttd to rise. The hard disk drive and medical devi
industry started to settle down in Penang and coiepdike Western Digital and Seagate opened up the
plants. Local companies using high-level precisemyineering technologies supported the disk-drive
industry by producing disk drive components. Alsig, MNC'’s active in the manufacturing of electronic
consumer products started to establish their adgetants (e.g. Sony, NEC and Dell).

During the late 1990s firms in the E&E industry Hallly automated and integrated assembly and
testing facilities. The semiconductor industry test maturity stage. Clusters of suppliers activéhan
automation and contract-manufacturing industry sutggl the semiconductor industry. Through this, the
industry could move up the value chain and becatesta produce high-tech chips (e.g. multi-leadeips
and flip chips). The proximity of different industs enhanced the possibilities for learning andwation.

As a result, Penang became a leading region igltimal quality productivity revolution. SME’s fullied
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an important role in this revolution and could leers as the backbone of Penang’s economy. The local
automotive industry became well known for its backt process improvement and automation innovations.
After decades of prosperity, Penang’'s economy f&fd0 and onwards came under increased
pressure. Export growth slowed in the mid-1990sabee of rising costs and competition from China and
because Southeast-Asia was slow to diversify ilgbdr-value products (Yusuf & Nabeshima, 2009a). No
longer Penang could retain its cheap labour positalaries increased and other countries couldgeo
lower levels of labour costs. Low-cost operatiom;ls as assembly processes, moved out of Penang to
countries like China and Vietnam. In order to emage sustainable growth, it was important to tramsf
its low-manufacturing industry to a high-tech maaéiring industry characterized by high value agdin
activities (e.g. R&D) (figure 3.4).

FIGURE 3.4 Industrial development in Penang, 1960-2010
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2005-2015: Diversification of industries and integfion of activities

In order to restore the high levels of economianghoexperienced earlier, the Penang government
realised it had to diversify its economy and becdess dependent on its E&E and tourism sector.rThei
strategy was to expand the service sector throuiifig a SSO market and put emphasize on profeakio
business and medical tourism services (Leong, 20H1 strategy was consistent with The Tenth Msiky
plan (2011-2015) which emphasized that growth bdzbtachieved by supporting greater specializatfon
economic activity (Hutchinson & Saravanamuttu, 20Cbmpanies that open up a Shared Service Centre
(SSC) can get the ‘Multimedia Super Corridor (MSBJtus’ if certain requirements are met. Obtaining
MSC status provides benefits such as; competithential incentives, unrestricted employment ofiloc
and foreign knowledge workers and the freedom toc® capital globally. The SSO industry evolved
through two ways: The establishment of SSO compamighout direct ties with Penang and the
diversification of activities within establishedlimstries.

Penang became an interesting destination for MNRas carry out global operations, as for
emerging information technology and business pscegsourcing (IT-BPO) (KPMG, 2009). With the
introduction of the MSC status for SSO companieXiod, the SSO industry began to grow. Penanggluri
2005-15 became home to the more than 50 new SSOBBBanies such as KPMG, AirAsia GBS, IHS
Global and First Solar.

Furthermore, around 2005, MNC's in the E&E industrstarted to upgrade their activities into
higher-value added activities. MNC'’s started tegrate R&D, high technologies activities (applioati
development and the design of electronics) andeshand global business services into their business
processes. Integrating shared and global busimgskas has mainly to do with receiving MNC status.
Large MNC's in the E&E industry like Jabil, Osraiteysight Technologies and Dell set up their own
global business service department. Different nessuwere needed to carry out these knowledgesivien
activities. MNC's needed high skilled employeedwdbmpetencies in areas such as: Engineering, ¢énan
Accounting, Supply chain management and Markefvighe same time industries started diversifyirtgin

new fields (e.g. Aerospace, Renewable energy).
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An industry within the manufacturing sector thagwgrrapidly is the medical device industry. In
2009, total investments reached a peak. Key playeas as B. Braun, St Jude Medical, Ambu and \Mfigile
medical devices expanded their activities overdeyears. Each individual company has investertemo
than RM 100 million in their projects. B. Braun2010, invested more than RM1.75 billion on buildang
new plant to expand their (high-tech) manufactuactivities. This was the largest investment eared
in the medical device industry within Malaysiaf.h®t industries within the manufacturing sector that
started to grow during this time were the Light Eimg Diodes (LED) industry, and the photovoltaii/)
industry (Hutchinson & Saravanamuttu, 2012).

At the same time, the situation of local SMEs beeanitic with low-tech manufacturing activities
of MNC’s moving to low-cost countries (e.g. Chiddetnam). Many of Penang’'s SME’s were not able to
evolve together with the needs of the MNC's inE&E industry. They did not invest in new opportigst
to upgrade themselves. The absence of upgradingyeid to do with the comfortable position of SME’
as demand of MNC'’s was high and continuous. Aswseguence of a huge demand decrease, local SME’s
started to sell their low —end products overse®dNE’s in China. However, due high levels of conitet
of Chinese SME'’s (costs & geographical proximitf)ecame hard to continue business. Overall, onkel co
say that local SME’s have failed to adapt to strradtchanges that the market has experienced logdast
two decades. A mismatch between MNC's and local SM&day exists (Hutchinson & Saravanamuttu,
2012).

In sum, recent national policies and state planudents have positively influenced the
development Penang economy. Penang, over thedaatlds, has managed to upgrade its core industries
and at same time was able to diversify its econtomsards new industries such as SSO, Medical devices
professional business services. The manufactunirp05 was responsible for a 54.6 percent GDP share
This dropped down to 47.0 percent. Share in 201bth@ contrary, the service sector grew from a 41.0
percent GDP share in 2005 to 48.6 percent in 28ftBr the financial crisis in 2008, Penang’'s ecogom
experienced a decline of GDP growth (-10.5 perae010) but from 2010 onwards managed to grow

again (figure 3.5). Since then Penang and Malaygiebnomy experienced similar growth rates.



MAKING THE TRANSITION INTO A HIGH-INCOME ECONOMY: THE PENANG CASE 56

FIGURE 3.5 GDP growth rate for Malaysia and Penang, 2006-2015
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2015 and onward

In the period 2005-15 Penang’s economy developeduse of upgrading activities within the
manufacturing sector and a diversification into niedustries (e.g. SSO, Medical devices). This was
possible due to right levels of human capital aldé in the labour market. In order to retain ecnico
development, new policies have to be developethémoment there is no lack of strategies and pkins
national level two policies can be recognized,Ecenomic Transformation Plan (ETP) and the Eleventh
Malaysia Plan (2016-2020), ‘The northern corridevelopment strategy’ (2007-2025) applies at rediona
level and théPenang paradigm{2015-2015) at state level. All these policies bagize the role of human
capital as being important to regional upgrading anaking the transition into a high-income economy.

The Penang paradigm must be seen as the prograim thast tailored fit for the Penang region.
According to the Penang Paradigm the following kejustries can be notified within the manufacturing

and service sector, see table 3.3.
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TABLE 3.3 Key industries for which Penang has the competeméyrther develop

High value-added engineering
Modern services

High-tech manufacturing Life science & food processag
» Light Emitting Diodes (LED) * Medical devices * Tourism
* Radio Frequency Identification ¢ Biopharmaceuticals » Education
(RFID) * Food processing * Shared Services
+ Integrated Circuits (IC) «  Halal industry Outsourcing (SSO)
« Automation and precision + Agriculture & Agro Life * Information
machinery Science Communications
«  Automotive «  Aquaculture Technology (ICT)
» Broadband equipment » Creative hub

* Renewable energy
* Oil & Gas (0&G) facilities

Source: Penang Institute, 2015, p. 31

If Penang seeks to be globally competitive, it sth@montinue diversifying into high value-added
industries within the manufacturing and service@eby building on its strengths and opportunitiElse
experience worldwide is that relatively small ragiacan develop niches that allow them to grow tgpid
(Kharas et al., 2010). The manufacturing sect@aaly experiences diversification towards activitié
more sophisticated technologies such as the medke@es industry and the biopharmaceutical inglustr

According to the Penang Paradigm the following kedustries need to be focussed on (Penang
Institute, 2015):

+« The growth of industries within the high tech maifiring sector and the high tech bio-agro
sector.
* Medical device industry
» E&E industries
» Halal food industry

e Aquaculture industry
+« The further development of high-value modern sesiic

» Becoming a global centre for Shared Service Outdog(SSO) and Business process
outsourcing (BPO).

» The establishment of a creative cluster to upgthdereative industry.
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» Becoming a regional medical centre to further dewehe medical tourism industry.
» The setting up of a regional educational hub teetigvthe education industry.

The state government after four decades of indlistion recognized that it not only could
depend on FDI. Besides MNC's, important key playerthe Penang economy are SMEs of which most
(41 %) operate in automation, machinery & precisioaling, fabricated metal products and food &
beverages. As mentioned, SMEs nowadays not angitdogction as suppliers to MNCs. During the last
two decades they fail to upgrade their activitlesa consequence, growth and innovation of SME'wetl
down. According to the Penang Paradigm, the statergment should encourage SME’s investing in R&D
and innovation in order upgrade their activitiegivilan functions as an interesting benchmark of best
practices for SME development. The clustering ofES#within Taiwan enabled them to benefit from
knowledge-spill overs and shared economies of sGéle Penang state government started initiatives t
enhance the development of SMEs as a means t@sgezonomic growth; the Penang SME centre, the
SME Market Advisory and SME villages (Tan, 2016).

To this day, the manufacturing and service seditbmsust be seen as the main contributors to
Penang’s economy as they present 48 and 48.6 pestéime GDP share (table 3.4). In comparison to
Malaysia, Penang'’s service sector growths at higlter However, its manufacturing sector over #st |
two years grew less fast (2014; 4,8%, 2015; 3.8 fining, construction and agriculture sectorsasgnt

a relatively small part of Penang’s economy comgpémeMalaysia’s economy.

TABLE 3.4 Malaysia and Penang’s GDP growth and share, 200252

Malaysia Penang
Economic activity % growth % share % growth % share
2014 2015 2014 2015 2014 2015 2014 2015

Agriculture 2.6 3.1 7.1 6.9 45 35 1.9 1.8
Mining 3.1 2.8 7.8 7.6 145 135 0.1 0.1
Construction 11.6 10.7 4.1 4.3 0.8 -0.2 2.3 2.2
Manufacturing 6.2 5.5 25.0 25.1 4.8 3.8 47.8 47.4
Services 6.3 5.6 56.0 56.1 7.1 6.1 48.0 48.6
GDP growth/share 6.0 4555 100.0 100.0 5.9 4.9 7.0 7.0

Source: Bank Negara Malaysia and Penang Instit204,5
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3.3. The characteristics and conditions of the Penang lte@ur market

After having described the Penang economy and totution of its driving industries, this
paragraph will elaborate on the current conditiamg characteristics of the Penang labour markete(@é

statistics of the Penang labour market are predepteviding a general picture of recent dynamics

3.3.1. Labour force and (un)employment

The working age population (15-64 years old) indMgncontinued to grow and consisted of 1,22
million in 2015 compared to 1,2 million in 2014presenting 72 percent of the total population ingPg.
Within the working age population, the labour fosteadily increased over the past ten years argisted

of 834,200 people in 2015 (figure 3.6).

FIGURE 3.6 Labour force growth in Penang, 2005-2015
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Source: Department of Statistics Malaysia, 2015

Among all employed workers within the labour foinePenang the largest share is employed in
the service sector (58.8%) (figure 3.7). Howevee bas to note here that the service sector is asaop
of all different sub-industries, including lowergseent services such as community, social and pakson
services, administrative and support service aisi The services sector is followed by the martufing

sector (34.0%) and the construction sector (5. Bégiween 2000 and 2015 the share of employmentin th
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manufacturing sector has declined by almost nirregme, while in contrast employment in the service

sector increased from 48 percent to almost 59 penfdotal employment.

FIGURE 3.7 Employment by industry in Penang, 2000-2015
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Alongside the growing labour force, the labour jggsation rate has been increasing as well in the
past decade. In 2015, the labour force participatie in Penang was almost 70 percent, whiclights}

higher compared to the whole of Malaysia (68%)ufeg3.8).

FIGURE 3.8 Labour force participation rate in Malaysia and g, 2005-2015
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The increase in labour force participation rate manly due to the increased participation rate of
women. Since 2005, the male participation rate neegamore or less stable (around 80%) while theafem

participation rate increased by almost ten pergenpmints (from 49% to 59%) (figure 3.9).

FIGURE 3.9 Labour force participation rate by gender in Pega2005-2015
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The growing labour force and increased labour fgradicipation rate coincided with a steady
growth in employment (figure 3.10). Since 2005, yment increased at an annual average of almost
three percent.

FIGURE 3.10 Employment growth in Penang, 2005-2015
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At the same time, the unemployment rate declineddily after a small peak during the global
financial crisis in 2008/09. Both the Malaysian d@enang economy experience full employment with

unemployment rates dropping to 3.1 and 1.6 perespiectively in 2015 (figure 3.11).

FIGURE 3.11Unemployment rate in Malaysia and Penang, 2005201
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The growth in labour force (participation) and eaywhent together with the low unemployment
rates indicate that despite more people enteriadathour force. This can be explained by the cootis
significant and robust labour demand in the Pemaxogiomy. Over the past three years (mid-2013 te mid
2015), there have been around 21,000 vacanciestasegeannually on Malaysia’s biggest online job
portals JobStreet. More than half of these vacankbive been in the manufacturing sector while the
electronics/semi-conductor/wafer fabrication indiest accounted for approximately 40 percent of the

vacancies in manufacturing (JobStreet, 2015).

3.3.2. Vacancies

In addition to the development described aboventimber of job vacancies reported by employers
through the JobsMalaysia portal have been grovanghe past ten years until a peak in 2011 (figuie).

Since then, the number has been decreasing. Thieanwhjob vacancies reported in Penang are sjightl
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higher than on average in the whole of Malaysiee ®kerall growth of vacancies in the last ten years
indicates an increase in demand for employees.

FIGURE 3.12Number of registered vacancies in Penang by Jokspea portal, 2005-2014
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This becomes more evident when looked at the &tionemployed persons to job vacancies
(reported in the JobsMalaysia portal) in Penargy(é 3.13). Since 2007, the unemployment to jolareg
ratio fell from 0.7 to fluctuate between 0.1 an8, ndicating that the number of job openings halveays
been higher than the number of persons lookingaffmb. In 2014 only 0.15 unemployed persons were
available for every vacancy meaning that one uneyeul person is available for every six vacanciéso A
according to the Social Statistics Bulletin, thenter of job vacancies reported in 2014 through the
JobsMalaysia portal (82,690 vacancies) was fiftees higher than the number of new job seekers

(5,525) in Penang.

5 Job seekers are defined as people who apply ferijothe JobsMalaysia Portal and of which the aptibn period is still valid.
The validity period of the application is 12 monftmm the date of signing the first time or upddége application information.
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FIGURE 3.13Unemployment to job vacancy ratio in Penang, 22054
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However, in the case of JobStreet, the number gliamts is very high. For the top 20
specialisations, the number of applications is avéundred times higher than the number of vacancie
advertised (figure 3.14). This multiplier showslditvariation between different specializationscsacies
posted on JobStreet therefore draw a large nunfba@pmdications. It should however be noted that the
unique number of applicants is substantially |&ssesapplicants are able, and often do, apply teertttan
one advertisement. Still, one cannot concludeahaiverall shortage of applicants exists.

FIGURE 3.14 JobStreet vacancies and applications receivedpn20 specializations, first half 2015
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It seems that despite growing demand combined laithunemployment, which could indicate a
tightening labour market characterised by quamntgashortage of labour, the supply of labour remain
abundant. This seeming contradiction can be exgthly labour mobility. Due to a tightening labour
market, demand for workers starts to exceeds suppigh gives employees the opportunity to switch to
‘better jobs’ easily and improve their position it the labour market. This tendency towards hadfolr
mobility was confirmed by interviews with recruitmtefirms which confirmed that job-hopping is very
common:“Because of high demand job hopping occurs, emgeyeork only 1-2 years for one company,
especially among young peoplefnother participant statedEVery worker is job hopping for only twenty
ringgits more”. One of the recruitment firms indicated that therge# service to one company dropped
significantly: “Nowadays, if people work 3 years for the same camyp it is considered as a stable
candidate. This used to be 5-10 years.”

The apparently high labour mobility within the merks less likely to occur in a labour market
characterised by a surplus. In this case, as $eh ¢hie theoretical framework of this study, peopther
hold their positions due to fierce competition jfans available.

In sum, all of the above figures indicate that Benang labour market is an overall constrained
labour market. It seems that demand continuousdw gnd is not met by equal supply and therefore a
mismatch (shortage) exists. However, at the same Supply still seems to be abundant looking at
application numbers in JobStreet. This indicates the labour market shows a tendency towards high

labour mobility in which everyone aims to get atéeposition.

3.4. Expectations

Based on the theoretical framework, including tbeceptual model and the given outline of

Penang’'s economy and its labour market, the folgvéixpectations have been formulated:

Macro level
Expectation 1: A gqualitative mismatch between dedreamd supply exists in the Penang labour

market due to a lack of demanded skills.
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Expectation 2; Because of a growing service séatBenang which require more soft skills
compared to other sectors, it is expected thfaskills are frequently asked
(demanded) for in JobStreet vacancies.

Expectation 3: Because of an increase in importahcaique and specific skills it's expected
that specific hard skills are more often regee$h JobStreet vacancies than
general hard skills.

Expectation 4: Alongside the compartmentalizatibthe regional economy, it is expected that
differences in attraction and retention of labexist between different

groups of firms (e.g. compartments).

Meso/micro level

Expectation 5: Skill gaps within firms mainly pentdo of a lack of soft skills rather than
hard skills.

Expectation 6: Due to a constrained labour matketéxpected that firms experience skill
shortages, thus not succeed in filling up alrtkacant positions and have hard-
to-fill vacancies.

Expectation 7: Due to experienced skill shortagissaxpected that firms are extensively involved
in labour poaching, under hiring and retainitrgtegies.

Expectation 8: Because of different industry dyrantattractiveness, skill demand and phase)
skill shortages are expected to be experiermaddrger extent by firms in
manufacturing industries (medical devices, higthh manufacturing) than firms in

service industries (hospitality, healthcare prafessional business services).
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4. Methodology

This chapter will elaborate on the methodology usettis study. It will provide an explanation
and justification for the methodological researeligions that have been made. It elaborates ostéips
taken and design type that is selected. The chepteists of different paragraphs. The first paapbrwill
start with a brief description of the research glesiAlso, an overview of the study approach willge
forward. The second paragraph will clarify concepés are used throughout this study. Following,ttiie
variables and indicators, information and data csesrways of analysing data and limitations ofehre

perspectives (macro, meso and micro) will be pwéod in three separate paragraphs.

4.1. Research design

The primary objective of this study is to get atbetinderstanding of the labour market dynamics
in Penang. Therefore, the study takes Penangasea This technique is chosen to collect data Isecidne
research focuses on specific industries in a spagléice at certain moment in time. A case studyés
appropriate design to carry out an intensive ardilée analysis of certain cases. The downsidecasa
study however, is that findings cannot be genezdliand therefore the external validity of the reseds
weak. Findings and results are difficult to repichecause they are bound to a specific locatitmuviique
characteristics at a certain time (Bryman, 2012)welver, the main goal of this study is not to gatiee
but to describe the unique labour market dynamid3emang and identify firm behaviour and strategies
related to possible skill gaps and shortages.

To conduct the research, a mixed method approadeisin order to fully disclose the labour- and
skill-situation in the Penang labour market. A ntixaethods approach implies that both quantitatié a
gualitative data is obtained and used for analpsigooses. This process can also be referred to as
triangulation (crosschecking) and improves thedigliand reliability of the study.

As outlined in chapter three, manufacturing andrvises sectors are the key contributors to

Penang’s economy. Therefore, this study focusdkese two economic sectors. Taking into considamati
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criteria such as significance to Penang’s econdetjynology characteristics and the relevance tangak
the transition into a high-income economy, the wtwil date for 22 key industries (see appendixoAthe
full list). Five of those industries will be anaggmore extensively from a meso-perspective.

The study approaches the labour market from thiffsreht perspectives: macro, meso and micro.
On the macro level demand and supply within thedalmarket are addressed. The meso perspective will
focus on dynamics and developments regarding ladodiskills in five key industries that are consde
as important for the Penang economy. At micro letrgtegies and behaviour of firms in finding thght
human capital and skills required will be asses$ed.each of these perspectives a different rekearc
process was followed with different variables utedheasure the various indicators. To obtain dath a
information on indicators, different sources andhods of data collection were used. By looking from
three different perspectives, making use of mudtigypes of data (primary and secondary) and various
sources it is sought to provide a complete pictiréne labour and skills situation in Penang. Facheof
the perspectives different research steps have dsreed out. Figure 4.1 provides a schematic aearv
of all the steps taken. The following paragraphi beé elaborate on each of the steps taken in reifiie
perspectives. Before this elaboration, a briefifodtation of concepts that are used throughout shigly

will be put forward.

FIGURE 4.1 Flowchart of study approach

Macro.— Track. Compile Collec? a.nd compile Data processjng and
perspective vacancies database statistical data analysis
t v
Labour market Supply and .
Lol .
dynamics of Penang demand Meso-perspective
v t
Micro- Listing of Firm Firm Compile Data processing and
» . = > e
perspective firms database survey database analysis

Develop questionnaire
Pilot questionnaire
Approaching firms
Administering
questionnaire
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4.2. Clarifying concepts

In this study different concepts are used whichuirggsome explanation since they are strongly

related to each other and can cause confusioreimtarpretation.

Occupation

As outlined in chapter two of this study, occupasigefer to ‘a grouping of jobs involving
similar tasks, which require a similar skills séth occupation can consist of multiple jobs or
job titles which have similar characteristics. Thigdy uses the classification adopted by the
Ministry of Human Resources Malaysia named: MakaySitandard Classification of
Occupations (MASCO, 2008). The MASCO distinguisktess major groups of occupations
(table 4.1) which can be categorized into thre@gsplow-, semi- and high-skilled respectively
(World Bank, 2015). Major occupation groups 1-3 fiagers, professional and technicians and
associate professionals) are classified as higledkimajor occupations groups 4-5 (clerical
support workers and service and sales workersgragskilled and major occupation groups
6-9 (skilled agricultural, forestry and fishery Wwers, craft and related trade workers, plant and
machine-operators and assemblers and elementanpatéms) as low-skilled. This study

mainly focuses on the major occupation groups wbihbe classified as semi- or high-skilled.

TABLE 4.1 Occupational groups according to MASCO 2008

Number Name Skill level

Major group 1 Managers
Major group 2 Professionals High-skilled
Major group 3 Technicians and associate profeskiona

Major group 4  Clerical support workers

) ) Semi-skilled
Major group 5 Services and sales workers
Major group 6  Skilled agricultural, forestry andtery workers
Major group 7 Craft and related trades workers .

) ] Low-skilled
Major group 8 Plant and machine-operators and adsesn
Major group 9 Elementary occupations
Major group 0 Armed forces occupations Not applieab

Source: MASCO, 2008
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= Job title
As becomes clear from the above, a job title isersmecific than an occupation and provides
a clearer explanation of what kind of job the ergplwperforms. For example, within the major
occupation group professionals a chemist, mechbanganeer or a biologist can be classified
as job titles.

= Job position
The job position relates to the classification tisatised by JobStreet and refers to a certain
level or experience required for someone’s positigthin a firm. The classification adopted
by JobStreet includes five different job positioffsom the least experienced to most
experience): entry level, junior executive, segecutive, manager and senior manager.

= Position
A position refers to a singlespot’ within a firm. It can relate to a number of spatailable

within a firm, regardless of the level of experiemequired (such as job position).

4.3. Macro-perspective

From a macro perspective the main variable(s)adreur and skills shortages and will be measured
by various indicators. The information and datairwticators are obtained from different sources. The
following paragraphs will elaborate on which andvhdifferent indicators are used, from which sources
data and information was obtained and what proesdamd steps have been undertaken to analysetéhe da

Lastly, a discussion will be presented which pomisseveral limitations of the data obtained asedu

4.3.1. Variables and indicators

In general, macroeconomic indicators for labour skitis shortages mainly consist of quantitative
data provided by national statistical programs Widan be used to identify employment situation e w
as to observe aspects of supply and demand tosalsd®sir market conditions. Table 4.2 provides an

overview of all indicators used to measure thealdées labour and skill shortages.
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TABLE 4.2 Macro level variables, indicators and sources

Scale Variable(s) Indicators Sources

Supply side indicators

1. Employed persons »  Statistics
2. Unemployment rate »  Statistics
3 Entrant into labour market »  Statistics

(graduates): by field of study « Interviews/focus groups

. * Interviews/focus groups
Labour and skills Extensiveness of labour L _g P
Macro 4., - S * Inventory institutions
shortages training/skilling infrastructure
«  Employer survey

Demand side indicators

5. Vacancies »  Statistics

6 Vacancy fill rates and hard-to- « Vacancy data and analysis, obtained
" fill vacancies from agencies and employer survey

7. Number of vacancies e  Statistics

The following section will briefly outline how thdifferent indicators are used to measure the
variables. In the descriptions, indicators aregditogether since they are related. The first tvdicators
are merged under the headiiign)Employment’jindicators three and four are captured by the Ingadi
‘Qualifications of output (supply) of educationastitutions vs. demand, upskilling infrastructuredan

retaining’. Finally, the demand side indicators five to seaensituated under the headingcancies’

Labour and skills shortages

Different studies (Trutko et al., 1993; Cohen, 198&ve shown that secondary available data can
be used to assess the existence of labour and shitirtages. Statistics show ‘snapshots’ of theuab
market and allow researchers to make an evaluafichanges in demand and supply. Because statistics
only show snapshots it is best to observe the @aatime. Different indicators can provide infortina
on the tightening of a labour market and possikilmatches (both quantitative and qualitative) betwe

demand and supply.

(un)Employment
Often employment and unemployment rates and nundrersised as indicators for labour and
skills shortages. Unemployment can be an indicadioimbalances in supply and demand which could

either be oversupply or undersupply (Cedefop, 20A2)mentioned before, a high unemployment rate
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could indicate excess supply of high-, intermed@téow qualified individuals. It can merely sigpithe
presence of additional stock of labour. Howevenjgin unemployment rate would not necessarily be an
indication of a surplus of labour. Shah and Bu&0@) argue that unusual high unemployment ratefslico
be a result from employability issues associatet gkill deficiencies. Therefore, MAC (2008) coresisl
unemployment rate also as an indirect indicatorsfall shortages. One has to note however, that thi
appears contingent on overall labour market sitmatit may be a less suitable indicator for tightidur
markets.

Unemployment could occur in certain occupations retepecific educational qualifications are
needed to carry out tasks. When the actual skilts possessed are not in line with these required
gualifications, employability issues will appears A result of changes in firms’ production techgglo
demand for workers in particular occupations that associated with a high level of education (e.qg.
professionals and managers) increases. When sypipharily consists of people with low levels of
education, a demand-supply mismatch of skills seis# educational levels will occur. Eventuallyisth
lead to redundancy and high unemployment among éma-intermediate-educated workers. At the same
time the overall economy experiences shortagegbfyneducated workers.

Downside of using unemployment rate as an indicatethat unemployed persons include people
who are voluntarily out of work (not due to an uadability of jobs in the economy) which leads to a
overestimation of supply (Shah & Burke, 2003). Alatile actively looking for a (new) job, a quadifl
person may temporarily be employed in lower- orfedéntly qualified jobs. This also leads to
underestimation of supply of labour that posseassgecific skill-set. However, overall this indioais

relevant to assess potentially existing skill shgets (Veneri, 1999).

Qualifications of supply of labour vs. demand, uifisg infrastructure and retraining

Supply of labour possessing specific educatiortalrahent is often related to skills shortages. For
a part, educational attainment indicates emploigiof graduates in the labour market. The morelgades
follow the fields of study required by the compamithe more likely firms fill their vacancies acdimg to

their requirements. Different studies have highkghdiscrepancies between the curriculum in tertiar
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education institutions and the competences requbigdemployers. Also, discrepancies between
competences that may be expected on the basisicdigohal qualification but in reality is missinbgjjeiro
et al. 2013; Froy, 2013).

Although the balance between working skills andnfal education must be timely mitigated,
education systems are often slow in respondingoseived skills shortages. This is exacerbated by th
different levels of specialization and the rapidlyanging skill-sets required (MAC, 2008b). Even if
educational institutions respond quickly, thereaglsvremains a time lag before the changes havectmpa

An efficient approach to ensure that programs effday tertiary educational institutions is to detec
demand for new qualifications early. The slownesgesponses by actors and institutions responfible
education and training may amplify skills shortagashe one hand and increase graduate unemployment
on the other hand. To avoid this from happeningtgeb cooperation and interaction between corpanade
educational/training institutions can be part of #olution (Pauw et al., 2008; JPMorgan Chase & Co.

2014; Ahlan et al., 2010).

Vacancies

Another way of detecting imbalances in the laboarkat is using statistics on vacancies (MAC,
2008; Shah & Burke, 2003). The number of vacancmdd point at imbalances in the overall labour
demand and shortages. When the number of vacaimtesases, demands outstrips supply indicating
increase of unfilled vacancies. This is more likeljyrappen for some job positions and/or occupatiom
particular industry or range of industries tharother job positions or occupations in the sametiero
industries. Therefore, the breakdown of job vagsaito functional and/or occupational and/or défe
industries is necessary to estimate skills shostage

The number of job vacancies is equivalent to thalmer of employees that makes jobs vacant and
employers want to fill again, plus jobs createdyémeral, expansion of firms’ operations leadsaw jobs.
Also, when a new company decides to establishregen, new jobs will be created. The expansion and
set-up of new firms may cause skill shortages whersupply of skills in that particular region doex

satisfy the requirements of new and existing firms.
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When both unemployment and vacancy numbers artabieathe ratio (V/U) can be used to study
the relationship between employment and vacantiggaggregate level.

Aside from the growing number of vacancies and negaatios, qualitative aspects of vacancies
are more of interest and relevant to address sfdltages. The average duration time or searchdfme
vacancies relate to the length of the period td&em job vacancy to be filled. Many studies make of
hard-to-fill vacancies as indicator of skill shajgs. When the duration time of vacancies incretheysare
referred to as hard-to-fill vacancies (HTFVs), whimplies that it takes firms a longer time (thawal) to
hire a suitable worker (Haskel & Martin, 1993b). Fs or recruitment difficulties can however, octar
a several other reasons than skills shortages asithe conditions of work offered (e.g. wages orkwo
hours) and an employers’ reputation (MAC, 2008)ttermore, instead of indicating a skill shortalgatt
needs to be addressed through market interventiami-to-fill vacancies may simply indicate a high
turnover within the particular occupation (MAC, &)0In addition, Andrews et al. (2008) found that i
case of vacancies for non-manual labour such dthbhaee workers, sales workers and others, seaneh t

is longer as suitable candidates are more frequdrdlwn from the existing market pool.

4.3.2. Information and data sources

As presented in table 4.2 various primary and s#&ignsources have been used to obtain
information and data on macro level. Primary sosiineluded semi-structured interviews and focusigro
discussions with recruitment agencies and eductiorstitutions (see appendix B for topic list for
recruitment firms). Additionally, semi-structurederviews with several training centres and otetvant

institutions were used as primary source of daa [ist table 4.3).

TABLE 4.3 List of participating recruitment firms, educatglrinstitutions and other institutions

Recruitment firms Date Interview  Focus group
1. Adecco Personnel Sdn Bhd 20 April 2016 X
2. All Staff Outsourcing Sdn Bhd 21 April 2016 X
. 21 April 2016
3. Kelly Services 3 June 2016 X X
4. Career Channel 04 May 2016 X
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Recruitment firms Date Interview  Focus group
07 June 2016
5. EPS Consultants Sdn Bhd 13 June 2016 X X
6. Manpower Group 13 June 2016 X
7. Global TeamGroup 13 June 2016 X
8. JobStreet 13 June 2016 X
Educational institutions Date Interview  Focus group
1. Wawasan Open University 04 August 2016 X
2. Inti International College Penang 24 August 2016 X
3.  Tunku Abdul Rahman University College 24 AugRBL6 X
4. SEGi College Penang 24 August 2016 X
Training centres and other institutions Date Inteniew  Focus group
1. Malaysia International Chamber of Commerce (MIICC 14 April 2016 X
2. CAT Centre 18 April 2016 X
3.  Penang Labour Department (Jobs Malaysia) 211 2pdi6 X
4. Talent Corporation Malaysia Berhad 01 July 2016 X
5. Penang Skills and Development Centre (PSDC) uhd 2016 X
6. Ngrher CoridorImplenentalon oY) 16 August 2016
7. Penang Science Café 17 August 2016 X

The secondary data on macro level was obtained framfollowing sources: Department of
Statistics Malaysia, Ministry of Human Resourcedaysia and Ministry of Higher Education Malaysia.
These sources were used to obtain data on the deamhsupply side statistics of the labour market.
Statistics on demand in the labour market inclualeancies to assess labour and skill needs. Orttibe o
side supply statistics consisted of (un)employnmemhbers, share of graduates by field of study aed t
extensiveness of labour training and skilling iefracture. The data was, whenever possible, gattre
state-level, otherwise national data was usedm@exy. These statistics enabled to draw a pictaréhe
current trends and conditions in the Penang labuoarket. It involves statistics on labour force
characteristics (such as participation rate), (mpJeyment numbers and characteristics), vacanaies,
graduates by field of study.

Aside from statistical data, data on vacancies @@ained from Malaysia’s biggest online job
portal; JobStreet. This portal is commonly useddmpanies to advertise vacancies. For the Pengianre

approximately 2,000 vacancies are advertised etigoyweeks (including new and reposting’s). The
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vacancies are advertised for a period of one mofter one month the advertisement can either be
extended or ended. A third possibility is thatwheancy is removed before the end of the one-naerilbd
because it is filled already. To include the vademthat were removed before the end of the adesnint
period and JobStreet.com could not provide complatasets of vacancies, the online job advertisesmen
were extracted every two weeks for a period ofhsonths (December 2015 — June 2016). An example of

an advertisement posted on JobStreet is givemgimdi4.2.

FIGURE 4.2 Example of online JobStreet advertisement

S Above expecled salary
LEAN Specialist

Keysight Technologies Malaysia Sdn. Bhd @ Min 8 years (Senior Executive)

@ Malaysia - Penang - Bayan Lepas

OMPANY SNAPSHOT

» Provide effective leadership to implement LEAN strategy and manage
continuous improvement projects

« Create and execute stralegic plans using LEAN methodologies

« Serve as a LEAN consultant to guide, coach and frain team members on
LEAMN implementation

« Create and perform facility wide training on LEAN fools. including A3
Template, Value Stream Mapping, Problem Solving, 55, eic.

« Facilitate and manage multiple projects; paricipate andfor lead LEAN
Steering Team and LEAN Council

« Lead Supply Chain Improvement Program

= Design, deploy and conduct LEAN related fraining for all levets of
organization

« Facilitate LEAN events and frain/coach/mentor other team members in
facilitation and create and audit processesistandards

REQUIREMENTS

=« Minimum 5 years in LEAN Consultancy role

« Minimum 10-15 years as a ful-time MBE with hands-on Lean experiise

« Participated in enterprise level LEAN deployment

« Demonsirated akility fo transform an organization’s culture through process
and mefrics driven performance

= Familiar with Manufacturing envir
program

wnent and experience in Supply Chain

Average Processing Time @
More Than 2 Weeks

Industry
Electrical & Electronics

Company Size
2001 - 5000 Employees

Dress Code
Smart Casual

Spoken Language
English and Bahasa Malaysia

T A

VALUE
CREATION

Registration No.
4535320 B verine

Facebook Fan Page
hitp:fwnn facebook. comhome. phpdlip
ages/Keysight-
Careers/1436120703312895

Working Hours

Regular hours, Mondays - Fridays
Benefits

Loans, Medical, Education support
Dental, Sports (e.0. Gym), Parking
Vision. Meal Allowance, Mother's Room
Moms-to-be Carpark. efc

Source: www.JobStreet.com, 2016

Before extracting the data from JobStreet a rarigeiteria are applied to assemble job vacancy
listings on JobStreet. An advanced search was tofiker as much relevant vacancies as possitte. T
advanced search was done by selecting a locatama(fg), a range of job specializations (more @ iles
line with the industry scope of the study), jobifoas and job type. Making use of this advanceatde
(appendix C), it was possible to capture — to sertent — high-qualified workers within the indussgope

of this study.
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For the first three months’ data was extracted fdmiStreet by using Adobe PDF Creator. This
software allowed to turn every single online adgerhent in one pdf file. This method however, wa/v
time consuming and produced numerous pdf files wbimuld not be sufficiently analysed and needed to
be manually transferred to excel or SPSS formadréfore, after three months a new software; Viguelh
Ripper was used to extract the online job advert&ds from JobStreet. This software allowed todiam
all the needed data from JobStreet directly intti@osoft Office Excel format. In order to get anaplete
database in excel format, all the downloaded PIRS that were obtained in the first three monthesgus
the adobe PDF creator had to be transferred. Tihidpthe software PDF converter was used. When all
raw data was transferred to excel format, Micro¥dihdows Excel was used to extract all the relevant
information and create a complete database dhaljab advertisements that had been collectedfimake
database includes approximately 21,000 vacancieabofit 1,860 different firms. For each vacancy
different characteristics were extracted and temafl into an excel database. An overview of diédént
characteristics obtained per vacancy can be founahle 4.4 below. In appendix D, one can find aamo

comprehensive overview of obtained characteristickdifferent codes used to classify each chaiatiter

TABLE 4.4 Vacancy characteristics collected from JobStrekteatisements

Vacancy characteristics Description
1. Date advertised DD/MM/YYYY
2. Closing date DD/MM/YYYY
3. Job position See appendix D
4, Job title -
5. Industry See appendix D
6. Company name }
7. Company size See appendix D
8. Required educational level ~ See appendix D
9. Required education field See appendix D
10.  Required working experience See appendix D
11. Required generic hard skills Legislative argltatory awareness

Economic awareness

Basic skills in science and
technology

Environmental awareness
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Vacancy characteristics Description
ICT skills/E-skills

English language
Other language

12. Required soft skills Personal effectiveness
Relationship and service
Impact and influence
Achievement skills
Coghnitive skills

13.  Required specific hard skills Yes/No

The different skill groups (e.g. hard generic, softd specific hard) are extracted according to a
classification adopted by RPIC-ViP (2011). A degstion of what is meant by each of the skill groops
be found in appendix E. The adopted classificatibskills, including their description (appendix, Bps
been confirmed by EU survey respondents.

The data, after filtering, enabled an analysis a€ancy characteristics and identify what job
positions and titles are currently high in demand which skills are most often required for firmghin
the scope of this study. At the same time, the deats used to determine which occupations/vacancies
would reoccur multiple times in succession over given period. These were marked as ‘persistent
vacancies’ and could indicate hard-to-fill vacascie

To find out what happened to the different vacastiat were advertised on JobStreet, a short
survey was conducted by sending out an online tunestire to selected advertising firms. An online
guestionnaire was opted because it is less timguroimg than sending out letters and it is an easyfar
firms to fill out and submit the questionnaire. Tépgestionnaire contains questions about the canfses
vacant positions, how they were filled (by (un)dfied workers) and if companies experience recrain
difficulties (see part E of the employer surveyppendix F). This survey was also incorporatediwite
employer survey (which will be discussed in detaparagraph 4.5.2) because many firms in the cospa
database overlap with companies that advertiseobB8tdeet.com, and it's not feasible to contact them

multiple times for different surveys.
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Firms that are approached for only the short suweye selected according to the number of
vacancies they have been advertising in the givesperiod. This method was used since a majatipt
70%) of companies only had put up between 1-5 w@eanTo send out a survey to those companies would
not give any valuable results. At the same timecthrapanies with the most job advertisements reptese
the majority of all vacancies. At first, all firmsere selected that had been posting above thegevera
number of 11 job advertisements. This resulted mumber of 100 firms which were not included in the
company database. After intensively calling, cdifegcontact details and sending out surveys thegaese
rate was lower than expected. In addition, anatB@rcompanies were added to push up the respaese ra
In the end, contacts of 130 firms were collectetdafuhe 195 firms that were selected. The onlneey
was send to the 130 firms and 33 firms submittedsiirvey, which means a response rate of about 25
percent. Overall the interviews and focus groupslioed with statistical and JobStreet data (inelgdi
the short survey) provided a better understandinghat is demanded by the market and if possilileua

and skills shortages exist.

4.3.3. Analysing data

This paragraph will provide an outline of all steypgl procedures undertaken to analyse all the data
that was obtained. First, the analysing method@fptimary data will be described. Secondly, theyaing
process of obtained secondary statistical databeilbutlined and lastly the method of analysingSicdet

data is presented.

Primary data
Notes and recordings from interviews and focus gsodiscussions have been used to verify

findings in literature and secondary data collected

Secondary statistical data
All the different statistics that were obtained nfradifferent institutions were transferred to
Microsoft Office Excel. This software allows to pess the data into charts and tables, which aktose

confirm or oppose assumptions and/or observations.
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Secondary JobStreet data

As mentioned in paragraph 4.3.2, the filter ontbbStreet website provided a database of about
21,000 vacancies from 1,860 different firms. Theaated search on the JobStreet website provided
vacancies within the scope of the study to a aergaitent. It however, still includes vacancies from
companies outside our geographical and indust@e. For example, a recruitment firm located imldu
Lumpur could advertise a job in the Penang regidrerefore, a second filter was done to include only
vacancies from companies (and therefore industviéhin the scope of the study. All unique company
names in JobStreet were compared to the firmsicdimpany survey database (see paragraph 4.5t8). Af
comparison a match was found for 369 companiesréding almost 10,000 vacancies in the time period
December 2015 — June 2016. Apparently, a relathadlsamount of companies making use of JobStreet is
responsible for half of all advertisements in theeg period. This indicates that a small shareoofijganies
uses JobStreet intensively while a bigger shareonfpanies only makes us of the portal spontaneously
Also, it is noteworthy that only a small amountcompanies in the company survey database is making
use of JobStreet (only 369 out of about 1,2000 conigs). Apparently, a great part of firms in theustries
targeted by this study make use JobStreet to arlessent.

The next step was to delete job titles that rectwss multiple mining’s, which are assumed to be
equivalent to unique job openings. This was don@db overemphasise job vacancies, which are re-
advertised. For example, a job title advertisedhining 1, 2, 3 and 4 would (without deleting re@ugrjob
titles) be represented as four unique recordsdratigregate mining’s database while this actuaflrs to
one job opening. The number of unique vacanciesestisiated by filtering all identical combinatioofs
company names, job positions and job titles. Utiege criteria, there are 3,812 unique vacancidis,an

average of 2.60 advertisements per vacancy andunagie vacancies being advertised thrice (talilg 4.

TABLE 4.5 Descriptive statistics of unique job advertisersdiyt companies within the scope of this study

Advertisements per unique vacancy
Mean 2.60

Median 2
Mode 2
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Advertisements per unigue vacancy

Q1 2
Q3 3
Standard Deviation 2.09
Sample Variance 4.35
Range 31
Minimum 1
Maximum 32
Sum (number of advertisements corresponding toithin scope of the study) 9,927
Count (number of unique vacancies) 3,812

This ‘identifying strategy’is not fool proof, as there are liniqgue vacancieswith over 14
vacancies each. However, JobStreet does not progideith a superiotidentifier’ to determine unique
vacancies. An alternative identifier is the closilage of vacancies; however, this suffers frontitagvback
of being linked to a single advertisement and eaessarily a single vacancy. In considering thaipoisy
that a vacancy could be re-advertised with a difieclosing date, advertisements with the samengjos
date are not classified as ‘unique’.

The 369 companies and their 3,812 unique vacameies used for further analysis, providing
overall pictures of what fields of study, job pawits, educational level and what type of skills arest

frequently asked for.

Persistent vacancies

The following procedure was adopted to indicatecihob titles could be classified as persistent
vacancies. The vacancy dataset used consists ahexadata from JobStreet across 14 mining’'s with a
fortnight's gap (half month) between each miningrrawed down to vacancies advertised by companies
identified as being within the scope of the stutlige literature does not provide an indicator of wha
threshold should be used to mark a vacancy astbdilli-however we consider the use of 1.5 months,
3 mining'’s, as the threshold above which a vacas@ssumed to be hard-to-fill. To measure whether a
vacancy is hard to fill, one possibility is to stime postings of a unique vacancy over the 14 migiagd
identify them as persistent so long as they passriain threshold. However, the occurrence ordea of

unique vacancy presented in the table below wilideatified as a hard-to-fill vacancy given a tlrelsl
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of 2 months (i.e. the maximum period yielded by ahsecutive mining’s). Across 14 mining'’s, the

occurrence of the job posting sums to 4.

Mlnlngs 12 Kam 14
1
advertlsement

*(numbers 1-14 correspond to the mining number)

However, it is unlikely that mining’s 1, 5, 9 an8 tefer to the same job opening. To overcome this

limitation of a simple summation, we employ the neet documented below:

If the number coccurrence of advertisements for an identvacancy betwee«mining’s 1-5
(period 1) exceeds 3 (i.e. 4 or 5), then the vagasoegarded as persistent within said period.
Repeat this exercise for mining’s 2-6 (period 2ptlyghout mining’s 10-14 (period 10). The

vacancy is regarded as persistent if throughout jperjod the vacancy pops up more than 3

This method returns 543 persistent vacancies. Hexyéw a tabulation of unique job vacancies
against mining’s, there are 552 cells (or 5.94%eils with values of 1 or more) which corresponthwi
more than one vacancy. A naive summation procasked for each period (of 5 mining’s) would classify
the unique vacancy below as persistent, although (thaximum) length of a single job opening

corresponding with this job title is only 1.5 mosith

Mining’s 5 6 7 8 9 10 11 12 13 14

*(numbers 1-14 correspond to the mining number)

Hence, there is a need to avoid the count of aideenents corresponding with each unique vacancy,
so that if the count of advertisements is 1 or nflike in mining 2 presented in the table abovieg, ¥alue
1 is returned; else 0 is returned (we refer to ihithe following tables as the advertisements dyjnm
Ruling out values above 1 reduces the number aigient vacancies to 416. This means 11 perceheof

unique vacancies can be classified as persistent.
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The use of at least 4 of 5 advertisements througbach period as a threshold is justified as

follows: Consider period 1, which spans mining-s aAnd pools job postings for the first 2.5 months

covered in the dataset. The table below shows thamam span of a vacancy classified as persistent,

which corresponds with job advertisements for tmaestitle posted for 1.5-2 months.

Mining’s

0 0 0 0 0 0 0 0 0 0

*(numbers 1-14 correspond to the mining number)

The occurrence pattern of a unique vacancy preséntbe table below is also considered a unique
vacancy, as it is likely that although the vacadicynot appear in mining 4, the re-posting of theancy

in period 5 (a month later) is likely to correspdndhe same vacancy.

Mining’s

*(numbers 1-14 correspond to the mining number)

The unique vacancy, which recurs in period 6, $siased tanot correspond to a unique job vacancy,
as there is a gap of roughly 1 month between mi8iagd 6. It is assumed here that it is likely thi®lves

a new job opening for the same position.

Mining’s 4 5

*(numbers 1-14 correspond to the mining number)

This procedure is repeated for the periods 2-10. tRe table presented below, the period
persistence dummy ‘0’ will be returned for periofhiining’s 1-5) and all other periods, whereasaferod
2 (mining 2-6) ‘1’ will be returned (see table bs&)o As such, this unique job vacancy will be coesadl

persistent, returning a persistence dummy value of

Mining’s 1 8 9 10 11 12 13 14
No. of
advertisements

*(numbers 1-14 correspond to the mining number)
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Period 1 2 3 4 5 6 7 8 9 10
Period persistence 1 0 0 0 0 0 0 0 0
dummy

For the series of period persistence dummies preden the table below, the value of the

persistence dummy will also evaluate to 1.

Period 1 8 9 10
Period

persistence 0 0 0 0
dummy

Thus, this procedure yields a dummy variable, pleesistence dummyivhich indicates whether a
unique vacancy is persistent in nature, and thexékely to be hard-to-fill. The persistence dummy is only
an indicator, as the following unique vacancy pnésg in the table below will also yield a persisten

dummy value of 1 although the vacancy is cleadyhard to fill:

Mining’s

Advertisement
dummy

Vacancy 1

Vacancy 2
*(numbers 1-14 correspond to the mining number)

Suppose a Process Engineer leaves in the periogsponding with mining 1 and another in the
same company at the same job position leaves ipetied corresponding with mining 3. The job vaganc
is advertised in mining 1 and filled by mining 8lléwing which it is advertised in mining 3 anddidl by
mining 5. While this vacancy is deemed persistgriur criteria, it is not hard-to-fill as it wadléid within
0.5-1 month in both cases. It is thus impossibldisentangle whether the persistence dummy indicate
that the position in question is hard to fill, bitiis indicative of a high turnover rate for tjab position.

To find out what the job titles of 416 persisteata&ncies are, it was necessary to classify them
since the variety was so big. This was done bygassj key words (manually) to different job titlé=or
example, if the word engineer or engineering wagudently present in job titles the keyword engineer
would be assigned. In this way the variety of jidbg requested in persistent vacancies was nadoen

so a better overview could be created.
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Most frequently asked job titles

The next step in the analysis was to find out whatmost frequently asked job titles are. To do
this it was also necessary to assign key words (aibf. However, the variety in job titles and nuenlof
unique vacancies (3,812) are considerably biggan the number of persistent vacancies (416). Becaus
the key words had to be assigned manually, it wastd time constraints, necessary to apply andilber
to narrow down this number and reduce the numbeasés.

To get a representative variety of firms and ageable amount of vacancies to analyse the most

frequently asked job titles, a formula was createchake this selection. The following formula wasd:

Drop industry if NoCompanies = 0

If NoCompanies= 10
then all selected

else a = (NoCompanies*0.25) / NoUniqueFirmSize
roundup(a)

pickafirms in each firm size category with the most vexes posted

The first rule is that if no companies were founckither one of the industries this one would be
dropped. Second, if there are less than ten compaituated in one industry, all companies wikélected
for analysis.

For all industries that contain more than ten camgmthe number of companies was multiplied
by 0.25 (a quarter of the companies selected) auded! by the number of unique firm sizes appeaiing
the industry (this could range from one to sevenesthere are seven different company sizes died i/
JobStreet). This provides us with the number of games that have to be selected for each compaay si
available in the industry. For example, if an indpsontains 32 different companies with 4 differen
company sizes, following the procedure four compashould be selected, two of each firm size availa
((32*0.25)/4). The selection of companies by firimeswas done by looking at companies which had the
most vacancies advertised in the given time peisadin case of the example, when three firms ob 1-5

employees with 8, 11 and 14 vacancies advertisedatter two will be selected for analysis.
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After this selection procedure, 136 firms were cielé putting up around 6,200 advertisements of
which about 2,200 unique (not recurring) vacancidse vacancies for each selected firm had to be
extracted from the JobStreet database and traedfarra new excel file. After keywords were assibtte
each job title an overview of the overall frequegrttked job titles could be given as well as pdividual

industry.

4.3.4. Discussion and limitations

The macro level (statistical) data, obtained fremosidary sources, should be handled with caution
since there are several possible downfalls/shoritogen As it turns out, data is often incomplete/and
unavailable/inaccessible which puts limits to tleegbility of analysing. Sometimes data is onlyikmde
on national level and cannot be disaggregatedite-tvel. Besides that, multiple measures froriediht
data sets were used which can lead to differertlasions. Therefore, secondary data should be aiséd
interpreted carefully (Veneri, 1999).

Furthermore, it is important to keep in mind whaing measures can and cannot explain. When
for example, employers advertise/have a lot of meies it does not necessarily mean they experience
shortages (the company might be growing). Trends@ancy data should therefore be evaluated togethe
with other labour market indicators in order to ersfand the labour market conditions and dynamics.

Lastly, the vacancy data obtained from JobStreat mie@w way of obtaining information on the
demand side of the labour market. Although JobSisethe biggest job portal in Malaysia it cannet b
confirmed that it is representative for the enkideour market. Therefore, findings should be intetgd
with caution and cannot be generalised. Besiddsttlia medium was never used before so proceddres
filtering and analysing the data are totally neMo reference projects or examples could be usddein
approach, therefore the full process and stepsitakéne analysis procedure are completely sulyecti
Therefore, each step in the analysing processpfaieed extensively, so transparency is ensural. St

however, it is possible to put question marks aergstep undertaken in the analysing process.
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4.4. Meso-perspective

Following the macro perspective, skills shortagksiciencies and gaps will be addressed from a
meso-perspective. It is interesting to take thispective as different skill situations are expédteexist
across industries. Data and information on indicsatised to measure skill shortages and skill aafiges
and gaps are derived from sources used at bothoreed micro-level. First, all relevant indicataril be
described, and how they can be used to measuriftbeent variables. Next the selection of induestris
presented. Because the used data is obtainedra-raicd macro-level, the procedures will not extexlg
be described in this paragraph. Descriptions cdadre in paragraph 4.3.2 and 4.5.2. However, ectieh
of chosen industries will be put forward. Thirde tmethod of analysing data will be outlined. Lasthe

paragraph will discuss the limitations of measusiagables from a meso-perspective.

4.4.1. Variables and indicators

Skill shortages and skill deficiencies and gapstEexperienced to a different extent within certai
sectors and industries. As presented in table iff@eht indicators of skill shortages and defiadis can
be used at meso-level. Although, data and infolonatin these indicators is obtained at macro oramicr

level, they can still apply to different sectorslamdustries.

TABLE 4.6 Meso-level variables, indicators and sources

Scale Variable(s) Indicators Sources

e Vacancy data
analysis

Focus groups
Employer survey

1. Hard-to-fill-vacancies

Skill shortages

i . 2. Most frequently asked job titles )
Sectors/industries .

Trainin
Skill deficiencies and . g » Focus groups
gaps 4 Skills that need most «  Employers survey
" improvement

Skill shortages

Skill shortages particularly experienced by firmseértain industries can be measured through the
analysis of hard-to-fill vacancies. Hard-to-fillaancies, as described in paragraph 4.3.1 are \iacahat

prove to be hard to fill over time. It differs fordustries what type of vacancies can be markdthesto
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fill as different activities are carried out acrasgustries. Secondly, skill shortages can be nredswith
the help ofmost frequently asked job titlesThose job titles give an indication of what igthin demand

among employers in different industries and caretioee function as a proxy for possible (skillspghges.

Skill deficiencies and gaps

As mentioned in chapter two of this study, skilpgaefer to the internal labour market of a firm.
Therefore, industries cannot experience skills gelpsvever, skill gaps can be measured on meso-svel
combining all experienced skills gaps of firms irparticular industry. The first indicator used for
measuring skill deficiencies and gaps is trainiiferent types of training provided by firms inrtan
industries functions as an indicator for skill defncies across industries. Although firms ofteovjie
training individually, industry federations can@fsovide training activities for all firms withimparticular
industry. Yet, it can be hard to measure skilldeficies using this indicator because not eveny fiithin
a certain industry wants to share their skill negils other employers of the same industry (Accenet
al., 2013). Furthermore, skill gaps can be idesdifby the following indicator:skills that need most
improvement' These skills will be compared for all firms withéertain industries and used as an indication

of skills deficiencies and gaps within various iatties.

4.4.2. Selection of industries

As mentioned before, the manufacturing and sersémdor are the main sectors that contribute to
Penang’s economy, technological development andtgrpolicies. Therefore, this study focuses upon 5
big sectors within the 22 different key-industriesoduced in paragraph 4.1 (see also appendixt4g.
assumed that these key-industries will play a ntajlerin Penang’s future developments. Out of dwa@s
and industries the following five sectors/industi@ve been selected for an in depth analysis:

Medical Tourism
Professional Business Services (KIBS)
Hospitality

Medical Devices

o~ LN PRE

Electrical and Electronics industry (E&E)
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4.4.3. Analysing data

This paragraph will provide an outline of all steypgl procedures undertaken to analyse all the data
that is used for the meso-perspective. First, tredyaing method of the employer survey data will be
described. Secondly, the use of data obtained glumald focus groups will be put forward. Lastly the

process of analysing JobStreet data is presented.

Employer Survey
Through the employer survey skill shortages antl dkficiencies and gaps are measured. The

same method of analysis is used as described agizgoh 4.5.2 (analysing data on micro-level).

Focus groups

The focus groups also provide information aboull skiortages and skill deficiencies and gaps
experienced by employers. Itis a useful way td 6ot about skill situations in certain industriEserefore,
guotes from the focus groups are used to supmuhzents and findings as for skill situations witbartain

industries.

JobStreet data

For the meso-perspective the JobStreet data waktasdentify persistent vacancies and most
frequently asked job titles per industry. The faléml procedures to identify persistent vacanciesnaost
frequently asked job titles are described in thevimus paragraph 4.3.3. (analysing data: secondary

JobStreet data).

4.5. Micro-perspective

In this paragraph a micro-perspective is taken migg the measurement of skill gaps and
shortages. First, indicators used to measureskiitages and gaps are described. An explanatibhewi
given on how different indicators represent bothaldes and how these indicators can be used. ext,

different procedures and sources through whichidathtained will be outlined. After that, the pedcires
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and steps that have been undertaken to analysiathare described. Lastly, a discussion will lesg@nted

to point out several limitations of the data obéaimand used.

45.1. Variables and indicators

Possible skill gaps existing within the labour ®mf a firm and skill shortages experienced by
firms can be measured using different indicatossnfentioned before, skill gaps to a large extepedd
on employer’s perception. Therefore, mainly primdaya is needed and was obtained through interviews
and an employer survey. In paragraph 4.3.1, dkditsges are measured at macro-level by lookirniyeat
demand and supply of skills available in the Perlahgur market. Also, skill shortages can be measur
at micro level through the perception of employ&s, skill shortages can be measured at both nécred-
macro-level. Table 4.7 provides an overview of diféerent indicators used to measure skill gaps and

shortages at micro level.

TABLE 4.7 Micro level variables, indicators and sources

Micro Variables Indicators Sources

Hard-to-fill vacancies

Positions not filled up

Length of filling up vacancies

% applicants fully meet requirements  gmpjoyer survey

Labour poaching » Focus groups
Firms’ recruitment standards

Skill shortages

) Labour turnover
Firms .
Under hiring

Skill proficiency level

% of employees fully skilled

Skills need most improvement «  Employer survey
Preparedness employees’ new tasks  Focus groups
Labour turnover

Training

Skill gaps

oA~ WPl N OO ®DNR

Skill shortages
Different indicators can be used to assess skilitages on micro-level. In this study skill shogag

experienced by firms are measured by using an srep&urvey.
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Hard-to-fill vacancies

Like on other scale levels, hard-to-fill vacandaas also be used to assess skill shortages on-micro
level. In the employer survey, firms are asked whethey experienced vacant high-qualified posgion
that proved to be hard to fill. If they did haverdivéo-fill vacancies an indication of the positiand level

required was asked for.

Positions not filled up

Second, skill shortages can be assessed by loakipgsitions within firms that have not been
filled. This indicator closely relates to the firstlicator. Again, positions that are characterizgdpecific
skills and high levels of experience are more jikeit to be filled up than positions that requiesib skills

and less experience. Firms are asked whether thgypositions which they cannot fill up

Length of filling up vacancies

Furthermore, the difference in the length of tintinfy up positions is used as an indicator. While
using this indicator positions can be distinguish@ektain positions will take more time to fill thathers.
Skill shortages are likely to exist among very $fiebigh-qualified positions because it is expelcteey

take more time to fill up.

Percentage of applicants that fully meets requingisie
The fourth indicator measuring skill shortages seethe percentage of applicants that fully meets
the requirements asked for. Skill shortages areertikely to exist when the percentage of applicainéd

fully meets the requirements is relatively low.

Labour Poaching

To overcome skill shortages firms also apply stgi@that include labour poaching and pooling.
Employers try to recruit employees from competitivens by offering better incentives. Employersrista
poaching for various reasons; to fill up vacandiesmprove productively levels or to weaken contpet
Poaching and pooling especially take place in tighbur markets where talent and/or skilled empdsye

are scarce. Both indicators have been subject ofyreudies as measure to overcome skill shortdges (
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& Sheldon, 2010; Lindorff, 2011). As a result ofgobing and pooling firms face higher levels of labo
turnover. Therefore, labour turnover next to poagtdnd pooling can be regarded as an indicatakitr
shortages. To measure labour poaching respondemtasied whether they directly approach persons

employed in other companies who the requirememtthéoposition.

Firms’ recruitment standards

According to different studies, firms’ recruitmestaindards have been used to determine to what
extent skills gaps and shortages do exist in fi(8tsah & Burke, 2003). Recruitment standards include
educational qualifications, wage limits, fringe béts, language level, etc. In their search forledi
employees, employers will mostly start recruitimjernally before they become active in the external
labour market. In a tight labour market charactatiby high levels of demand, firms’ recruitments
standards are expected to decrease compared tetmavith high levels of supply. In order to find a
suitable candidate, one that possesses the righlt @anguage proficiency, educational qualificet),
employers might be obliged to adapt their recruithstandards by offering higher wages, interedtinge
benefits or lower qualification requirements. Firtihat are willing to lower their recruitment standkaare
expected to face lower levels of skill shortagelse Bame can be expected for skills gaps. Firms that
experience high levels of skills gaps apply diffégrmternal recruitment standards than firms thandt
face skills gaps. Employers that offer employeéihfer) wages to switch positions within the firamde
a possible indication for skills gaps (SchlichtQ3R To measure firm recruitment standards empfoyer
were asked whether they provide special incentivesre a candidate who is possesses all the edjuir

skills and can choose between offers from diffeesnployers.

Labour turnover

Companies active in labour markets facing highlkeweé labour turnover are likely to experience
skill shortages/gaps. Employees can choose betdiferent employers because they are in high demand
A slight salary increase will make them hop to &eotemployer. It is expected that firms in Penasg,

consequence of shortages and gaps, will face highels of labour turnover. Labour turnover is tfere
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a relevant indicator to measure skill shortagesgg&mployers are asked what percentage of labour

turnover they face on annually basis.

Under hiring

As a consequence of skill gaps or skill shortagegyloyers can be forced to hire employees that
do not possess all the required skills. Therefooeapanies can lower their hiring standards or tiirger-
skilled employees which points at existing skilbsthges. Therefore, it was asked if firms hirediappts

which did not full meet the requirements in thetfa® years.

Skill gaps

As mentioned earlier, the existence of skill gajhiw firms depends on employer’s perception
regarding skills and competences possessed byetmgiloyees and their capacity to carry out theikga
according to the level required by the employerplryees possess a certain skill-set, which conefsis
number of skills. Certain skills of employees vii# more developed than others. Also, certain skills
be more important to firm performance. Therefdne,éxistence of skill gaps will first be measutadtigh
the skill proficiency level of employees accordilagtheir employers. The skill proficiency level e
measured for a certain number of skills. If certiitis are not proficient according to employesis|l gaps
are likely to exist. A second indicator, which @bsrelates to the skill proficiency level of empd®s, is
the percentage of employees that can be regardetyaskilled. This indicator focuses on the sigkt of
employees rather than skills separately. A thididator to measure skill gaps sees upon skillsribatl
most improvement according to the employer. Itliaargued that gaps exist when certain skills nee
improvement. The preparedness of employees fortasks/operation functions is a fourth indicator for
skill gaps. The last indicator of skill gaps regatdhining of employees within firms. Employer’'sede
willingness and ability to invest in the improverhehemployee’s skills in literature is commonlyedisto
measure skill gaps (Lindorff, 2011; Li & Sheldo®1®). Firms that possess the resources are metg lik
to provide training to overcome skill gaps thansiavho do not possess the resources. Therefore, the

absence of firm training does not mean that nd g&ps exist.
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The way in which firms provide skill training toein workforce and the level of these trainings
gives an indication about possible skills gaps witfirms. Once again, skills gaps are referred4ca
situation in which current employees lack the skitl perform their jobs which results in the conmpised
ability of a firm to meet business objectives’ (&elfje, 2012). In literature skill training and désement
can be regarded as a micro indicator used to meaii gaps (Li & Sheldon, 2010; Lindorff 2011).
Generally, training programs (internal and extérhalp firms to overcome skills gaps. Highly deysid
training programs existing within firms indicateatithey experience high levels of skill gaps. Fitinest
provide none or less developed training progranghtréxperience lower levels of skill gaps. Yet omgst
be careful, firms’ involvement in training programhspends on various factors. MNC's are more likely
have budget for training programs compared to SMHE&xt to that, activities within MNC’s are more
specific and therefore training programs are maeall Training programs also depend on firm and
industry performance. If business goes well mormgetiis available. Still, these factors dependldltss
gaps existing within firms. By using the companyvsy, employers are asked whether they provide
training to their labour force or not. If they dbis asked whether this is done internally or exadly and
also what type of training (what kind of skill) psovided. The last question regarding training nete

factors that negatively impact investment in tnagni

4.5.2. Information and data sources

The population of firms to approach for participatin this study have been selected on the basis
of the core activities they carry out within impant industries for the Penang economy (appendiX 8.
selection procedure was realized with the helpoofigany lists provided by different organizationsdzh
in Penang and Malaysia. They were acquired fromtipte@lindustry organizations, local authorities and
recruitment agencies, an overview is given in tab& Their help was very useful. However, this was
unofficially delivered to the study and anonymityvards companies had to be guaranteed. To complete

the overall company database, the worldwide web wgasl to search up additional relevant companies
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(and contact details). Eventually a company dataless set up, consisting of 1200 firms within the

industry scope of the study.

TABLE 4.8 Institutions that provided company lists

Industry organizations Local authorities Recruitmert agencies
» Federation of Malaysian Manufactures (FMM)e  InvestPenang » Kelly Services
* Malaysia BiotechCorp e TalentCorp » EPS Consultancy
» Penang Foundry & Engineering Industries « Malaysia Investment
Association (PENFEIA) Development Authority
» Association of private hospitals of Malaysia (MIDA)
(APHA)

After the population of firms was defined relevanntact details of firms had to be collected. By
making use of different company lists, a database deen constructed in Microsoft Office Excel. This
database includes contact details (Name HR man&gemumber, email, Fax) of firms.

All the firms in the company database were appreddo participate in this study. Different
methods have been used to approach firms fromaimpany database. First a letter was sent to fivias,
post, fax and email, to inform them about the stithe purpose of this introduction letter was tdkena
firms familiar with the study in order to enhanbeit willingness to participate. To remind firmsoabthe
study they were also approached by phone in oalenhance their willingness to participate. A sekcon
approach was networking with employers during camggaeetings and conferences (e.g. SSO conference,
JobStreet conference, FMM meetings). This turnedmbe very effective. This approach resultedalids
contact details and new interview candidates. Adthipproach contained the so-called ‘snowball éffec
strategy’. The snowball effect implies that new temh details are gathered during interviews with HR
managers of firms. During interviews HR managersevasked for contact details of HR managers from
other firms. By making use of their network, neweiwiews appointments were set.

To gather relevant data regarding skill situatinithin firms, a survey was conducted online and

via face-to-face interviews. Firms could eitherdilit an online questionnaire via PDF-escape (erftinm-
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filler) or answer questions of the questionnairgrdyia face-to-face interview. Both instrumentsdnaeen
adopted to enhance the response rate.

Human resources managers and directors were rejasdthe right persons for conducting the
survey since they possess expertise on the labote find skills situation within their firm. Faaeface
interviews were preferred because it enables ir@er to get a reliable sense of the skill situatiathin
firms. Besides that, during a face-to-face intasyibuman resources managers could respond by asking
guestions and placing comments, which improveg)tiadity and interpretation of collected data.

The composition of the questionnaire, which cafobed inAppendix F, is designed with the help
of two sources; a survey conducted in UK by thetéthKingdom Commission for employment and Skills
(UKCES, 2014) and a survey conducted in Europeantdes by the European Centre of Development of
Vocational Training (Cedefop 2013). The questiormaonsists of different sections (see below) gaah

touch upon various themes. In total it includedj@@stions and takes 45 minutes to fill in.

Company particulars

Current employment and distribution positions/Oatigns

Skills requirements current high-qualified workarsd skills gaps
Impact of, and remedial measures towards, skilkgap

Labour recruitment, skill needs and shortages.

Responses to skills shortages

© mmo o w >

Views about the Penang Labour market and Policy

Prior to the survey a pilot survey has been coretlieimong three firms in order to overcome
obstacles, obscurities and mistakes. The piloteguwas useful as it provided new insights on firms’
interpretation of questions. The survey was adguatzording to these insights.

For 600 out of the 1,200 firms from the companytate valid email addresses were obtained. Of
these 600 firms, 51 firms participated in the syrwther online via PDF-escape or during in-defptte-
to-face interviews. This equals a response ratnobst nine percent. Therefore, the representasseis

not fully sufficient and findings should be integped with caution and cannot be generalised. Homveve
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the in-depth interviews with key players in diffeténdustries provide meaningful insights regardikilis
situations within firms and industries.

An overview of all firms participating in the sugvean be found in appendix G.

4,5.3. Analysing data

Data from the survey collected online and througgtefto-face interviews was processed into a
database in Excel. The database makes firm behaegarding skill gaps and shortages comparable. Du
to the structured way of interviewing the datatisictured by subject. By combining the informatioin
surveys an overview of firm behaviour regardinglsidaps and shortages can be given. The recordings
(when allowed) and notes of interviews conductetkveellected in a folder. Quotes were used to confi
or explain observations and comparisons made Witfdata from the firm questionnaire. Also, recagdin

of focus groups are used to underpin certain argtsrend conclusions made.

4.5.4. Discussion and limitations

The collection of relevant contact details of firramed out to be hard. The contact details derived
from the company lists were often out-dated. Alsayas hard to obtain valid email addresses of huma
resource managers and directors. General emaibssiel of firms were of less value because thewn ofte
get ignored. As a consequence, a thorough revieeonfact details had to been done by phone or via
internet. This review was only partly successfullof of valid email addresses of HR managers were
gathered through networking.

The firm survey that is used in this study to mapthe skill situation of firms within industries
also has its challenges. Respondents may intagpestions differently and answer questions on #sisb
of their own interpretation of the question. Cortsegor example, can lack clarity and answers of
respondents may represent different views. Alsspaadents may not be thinking in the full conteixéo
certain situation as their knowledge for certasués may be limited (Bryman, 2012) The face-to-face
interview also has its challenges. Firstly, thaera possibility that the interview process canrfieénced

by the biases of the interviewer. Secondly, thdectibn of data to a certain extent depends on the
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interpretation of the interviewer. Also, oral intews are regarded as time consuming. Thereforeadt
hard to set appointments with relevant firms ay there reserved in their responses and availability
The low responses of firms can be addressed diifdécent reasons that negatively influenced the

willingness of firms to participate. Various firmsjected to participate in our study because tleady
participated in similar studies without receivingyaesults. These studies lack trusts as theiritorion

for firms is limited. Firms explained that they didt experience any changes or benefits of foringites
studies. Next to that, Penang Institute is commissil by state government and mistrust can existasrtts
studies which are funded by the government. Firighthassume that these types of studies are litic
coloured to a certain extent. Also, the low respoofsfirms can be explained due to restrained behav

regarding recruitment strategies since they all et for the same pool of talented labour.
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5. Macro-perspective: The Penang Labour Market

This chapter provides an analysis of the Penangulamarket from a macro-perspective. As
outlined in paragraph 3.3 the Penang labour mankist be characterized as constrained, where deimand
not met by supply. As a result of this mismatcheasteThe first paragraph of this chapter will edadite on
where these mismatches occur within the Penangitaibarket and wether they are quantitative and/or
gualitative in nature. The second paragraph digsuss which compartments of the regional economy

mismatches occur and to what extent. Finally, agtiog remarks will be presented in the last paigtyra

5.1. Mismatch Between Demand and Supply

Following paragraph 3.3, the next step is to idgmthere mismatches between demand and supply
occur and if there only exists a quantitative sigetor also a qualitative shortage exists in terfhskills

and qualifications.

5.1.1. Low-qualified labour

First of all, a distinction can be made between-land high-qualified labour in the Penang labour
market. Different recruitment agencies confirmeéhberviews that demand for specifically low quigiif
labour outnumbers the supply. Although activitieshie E&E industry evolved and companies moved up
the value chain, firms still need low skilled workgo perform their low-tech manufacturing actiti
Penang is still — although less — reliant on itg-tech-manufacturing industry, which is charactediby
labour intensive activities, low wages, and unskillvork. This can be confirmed when looking at the
number of job openings in different sectors. Théomity of job openings in Penang reported by emptsy
through the JobsMalaysia portal were in the manufang sector (figure 5.1). The manufacturing seito

followed by construction and lower segment serinckistries.
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FIGURE 5.1 Top 5 industries of vacancies reported by Jobsy&aportal in Penang, 2015
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Source: Ministry of Human Resource Malaysia viaBepartment of Statistics Malaysia's Social Staadt
Bulletin, 2015

In addition, the bulk of registered job openingsared in the JobsMalaysia portal were in low-

skilled occupatiorfs(figure 5.2).

FIGURE 5.2 Share of vacancies reported by JobsMalaysia pdayabccupations in Penang, 2015

m High-skilled
= Mid-skilled

m Low-skilled

Source: Ministry of Human Resource Malaysia viaBepartment of Statistics Malaysia's Social Staadt
Bulletin, 2015

6 Occupations classifications are used fromMladaysia Standard Classifications of Occupation$MASCO, 2008). Occupation
groups 1-3 (managers, professional and technieiadsassociate professionals) are classified asgkidled, occupations groups
4-5 (clerical support workers and service and sategers) as semi-skilled and occupation group(k#lled agricultural, forestry

and fishery workers, craft and related trade warkelant and machine-operators and assemblerslemergary occupations) as
low-skilled.
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As enrolment numbers in higher education in Makaystrease and the labour force in Penang
becomes higher educated (figure 5.3 & 5.4), longlleyees no longer feel attracted to do this kingdark.
This assumption was confirmed in interviews witbroitment firms, one statetthe biggest challenge is
to find people for blue collar and lower paid jobscause everyone does not want to do those jobs

anymore”.

FIGURE 5.3 Numbers of enrolment in secondary and tertiarycation in Malaysia, 1980-2013
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Source: Department of Statistics Malaysia, 2015

FIGURE 5.4 Labour force of Penang by educational attainm2a5-2015
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Besides this, the living standard in Penang has&sed and wages in the manufacturing sector did
not rise accordingly. Therefore, people would rattf@ose other types of work or even stay volulytari
unemployed. Thus, labour shortages in the lowdr-tnd labour-intensive segment of the market are
mainly caused by preferences of local workers wiaoh now higher educated than before. It became
evident from interviews with both recruitment firraed companies that shortages in this (low qudijfie
segment are mostly solved by firms importing mi¢gg#areign workers from low-income economies such

as Nepal or Bangladesh.

5.1.2. High-qualified labour

Of particular interest for this study is high-qtialil labour which is considered as crucial in mgkin
the transition to a high-income economy. For thillof labour, the situation of supply and demasd i
different. Although total enrolment in secondarydaertiary education in Malaysia increased and the
tertiary educational attainment in the Penang lafmge has been growing (figure 5.3 & 5.4), tharshof
employed people in high-skilled occupations reméimere or less the same over the past ten yeaysré-i
5.5).

FIGURE 5.5 Employment by skill level of occupations in Pen&t§5-2015
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However, it appears that the absolute number of@rad persons in high-skilled occupations have
been increasing steadily in the past decade, &sidethe financial crisis (2008-2011). This meahnatt
although the share of employment in high-skilledugations remained the same, overall employment in
high-skilled occupations increased, indicating aerall upgrade of the economy e.g. moving up theeva
chain, with higher demand for high-skilled occupasi. At the same time, the increase in demanddabr h
skilled labour appears to be followed by aggregatguply of tertiary educated people; assuming tthet
majority of tertiary educated people end up in ksghled occupations (figure 5.6). Since 2014 hogrev
it looks like the supply of tertiary educated pepms well as the number of tertiary educated eyaplo
people, exceeds the number of employment in highedloccupations.

FIGURE 5.6 Employment numbers of tertiary educated and hiigled occupations in Penang, 2005-
2015
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Source: Department of Statistics Malaysia, 2015

The last observation can be explained from twoediiit points of views. One possibility is that
the demand is insufficient to absorb the growinmbar of tertiary educated people. Instead, it fotbem

to accept lower skilled jobs, stay (voluntarily)amployed or move out of the labour market (migrate)
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On the other hand, in the case of sufficient laeahand for high-qualified labour, it indicates that
there exists a mismatch between the curriculunighfdr education and local market demands. In s c
tertiary educated people are not taken up by thékehaue to low employability which means people do

not possess the right skills and qualifications #ta demanded.

Quantitative shortage of high-qualified labour

As mentioned before, if domestic demand for quediflabour could not keep up with growing
number of tertiary educated people, the surpligf-qualified labour will either accept lower s&id jobs
or move outside the labour force. In Malaysia @&me that especially the latter is the case: lthas noted
that Malaysia is experiencing significant brainidraneaning that talent (e.g. high-qualified lajauoves
out of the labour market to seek opportunities ssas. According to a recently published book oimbra

drain in Malaysia it is mentioned that talents lagving Malaysia for some time now (Jauhar etZ4116).

“Malaysia suffers from an exodus of talent. Notyoisl our education system failing to deliver the
required talent, we have not been able to retagaldalent of all races nor attract foreign ones

due to poor prospects and a lack of high skilldusjaNEAC, 2010, p. 60).

A survey conducted at the start of 2015 among 2j8b3applicants by Hays (Quarterly Report, March
2015) revealed that 93 percent of the respondeotddicontemplate exiting Malaysia to work overseas.
According to the World Bank (2011), the main fasttinat motivates Malaysian talents to move abroad
include differences in earnings potential, car@esyects, quality of life and quality of educatidiso
discontent with Malaysia’s inclusiveness polici¢ésyp a key role; particularly among the non-Maldyow
make up the majority of the diaspora. Followingthine New York Times published an article calleds's

of Young Talent Thwarts Malaysia's Growth” statitigat skilled workers or teenagers believe that
Singapore offers higher salaries, is better in $epareer advancement and provides better education
systems (Gooch, 2010). In addition, numbers pteddny the World Bank (2011) show that more than 50

percent of Malaysians brain drain population lealeesSingapore, followed by Australia (15%) and the
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United States (10%). In addition, the number of &falan diaspofand brain draihhas been growing in
the period 2000-2010 (table 5.1). Brain drain fidiadaysia to Singapore increased by more than 8epér

in the period 2000-2010.

TABLE 5.1 Size of the Malaysian diaspora (age 0+) and bidiain (age 25+), by country of destination
over time in numbers and % difference

Malaysian Diaspora (age 0+) Malaysian Brain Draindge 25+)

Country 2000 2010 % Difference 2000 2010 % Difference
1. Singapore 303,828 385,979 27.0 66,452 121,662 .1 83
2. Australia 78,858 101,552 28.7 38,620 51,556 33.5
3. United States 51,510 61,160 18.7 24,085 34,045 14 4
4. United Kingdom 49,886 65,498 31.3 12,898 16,609 28.8
5. Canada 20,420 24,063 17.8 12,170 12,807 5.2

Source: World Bank, 2011, p. 98
A research done by Penang Institute (2016) condltiuit brain drain in Malaysia (as expected) is
most severe in the types of occupations which mEssified as high-skilled (manager, professionals a
technicians and associate professionals). Theskidled occupations accounted, according to catimna
done by Penang Institute, for more than 64 perottite brain drain population in Malaysia (figur&b
Jauhar & Yusoff, 2011 argue that the demand foralyEhn professionals is considerably high because

their environmental adaption is strong, they ardtifingual and have a reasonably wage rate.

! Diaspora refers to the stock of Malaysian-born anig¢g, regardless of skill profile. Table 6.1 shakes diaspora numbers and
percentage difference between 2000-2010 for thged @+.
8 Brain drain refers to the stock of tertiary edudd¥#alaysian-born migrants, aged 25+.
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FIGURE 5.7 Percentage of brain drain by occupation in Malays2014
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Source: Penang Institute, 2014, p. 38

Unfortunately, this data cannot be disaggregateBeimang state level but can still serve as an
indicator for the patterns of migration outflowfind?enang. Since the concept of brain drain maimbjies
to tertiary educated (high-qualified) labour itdenceivable that the results of brain drain studes
Malaysia are to a big extent relevant to thosestahich include large numbers of tertiary educptsaple.
Penang is one of those states. The count of tgd@ucated people in the Penang labour force igeathe

average in Malaysia and the share of tertiary éédda ranked fourth among all states (table 5.2).

TABLE 5.2 Top 5 states in Malaysia by number of tertiaryeatad people in the labour force, 2015

State Labour force Tertiary educated % of labour force tertiary
("000) (‘000) educated
1. Selangor 3,212.0 1,257.7 39.1
2. Johor 1,633.2 361.4 22.1
3. W.P. Kuala Lumpur 882.6 359.6 40.7
4. Sabah 1863.4 3114 16.7
5. Pulau Pinang 848.1 257.1 30.3
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Labour force Tertiary educated % of labour force tertiary
(‘000) ("000) educated

Average of all states 907.4 250.34 27.6

State

Source: Department of Statistics Malaysia, 2015

The depletion of talents can definitely have a huggative impact on the scientific and
technological competence of Penang and thereforajar stumbling block to make the transition toveard
a high income economy.

The presented developments and figures indicateitbanumber of tertiary educated people in the
labour force have been growing rapidly over tha gasade(s). Nevertheless, a significant amouttief
high-qualified labour elects to go abroad resultintabour shortages for high qualified positions.

These shortages become more evident when lookidghb&treet advertisements over the period
December 2015 — June 2016. Data shows that aro@f@ 8nique vacancies for mainly high-qualified
positions had been advertised which indicate thertetis considerable demand for high-qualified jiobs
the Penang labour market. Among 2,228 analysedianab vacancies advertised on JobStreet (withgn th
scope of this study) in the given period, the fiob titles presented ifigure 5.8were most frequently
requested by companies. It appears that espeeraiiyeers (36%) are high in demand among firmsimvith

Penang. Furthermore, managers (11%) and techni@étlsare in demand among employers.

FIGURE 5.8 Five most requested job titles in JobStreet ads@ments, Dec. 2015 — June 2016
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Source: Authors analysis of obtained JobStreet,dagz. 2015 — June 2016, N = 2,228
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In addition to the JobStreet vacancy data, an erdimrvey has been conducted among companies
that make use of JobStreet to gather informatiowloat happens to the advertisements put up. Asudtre
of this survey it turns out that more than 70 petad the respondents stated that not all highifiedl
positions could be filled. Following this, 11 penteof the 3,812 unique job vacancies advertised on
JobStreet by companies within the scope of thidystuere advertised for a period of 1,5 months ngéy
and are considered gersistent vacanciesThese persistent advertisements can be an iraticafthard-
to-fill vacancies. However, this indication sholid interpreted with caution since several othesopa
could be the cause of persistent vacancies (asaonedtin paragraph 4.3.3.).

Looking at all the (416) identified persistent vacias, 68 different (groups of) job titles can be
identified. The bulk of persistent job titles cantaless than 10 vacancies. It appears that emgiraeel
technicians are not only high in demand among coiegawithin the scope of this study but vacanabes f
many of these job titles are also advertised foomsiderable amount of time. AlImost 42 percenthef t
persistent job vacancies consists of vacanciesrfgineers, for technicians this is almost 9 per{famnire
5.9. Also job titles such as accountants (3.6%) aogels (3.8%) show persistent vacancies which

corresponds with the upcoming professional busisessces in Penang.

FIGURE 5.9 Five most requested job titles in persistent vaemadvertised on JobStreet, Dec. 2015 -
June 2016
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Source: Authors analysis of obtained JobStreet,da&e. 2015 — June 2016, N = 416
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As mentioned before, the longer ‘opening time’tfgse job titles can have different reasons. One
is that these job titles are simply hard-to-fildatherefore have a longer opening time than othtetifles.
This can be supported by the data obtained thrtheglshort survey, as companies indicated that mainl

vacancies for engineers proved to be hard-toffiju¢e 5.10).

FIGURE 5.10Job titles that proved hard-to-fill among companibat advertise on JobStreet, Dec. 2015
- June 2016

Source: JobStreet vacancy survey, 2016, N = 16

A second reason, in line with the previous on#has companies tend to keep re-advertising these
job titles since they can use them continuouslgiciating a shortage. Several companies stated in
interviews that they constantly keep advertisementse on JobStreet because they could always use
those particular employees. A third possibility fleese vacancies to be re-advertised is that temaithin
these job titles is high and companies therefonstamtly need to replace employees that leavectmpany.

When looked at the job positions for engineerseitdmes clear that the majority (almost 62%)
involves senior executive job positions (figure1§.IThis indicates that especially experienced reggyis
are required and possibly hard to get. For techniit turns out to be the other way around, eaflgci
lower level job positions (entry-level and juniotegutive) are required and possibly hard to fityfe

5.12).
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FIGURE 5.11Persistent engineer vacancies = FIGURE 5.12Persistent technician vacancies
advertised on JobStreet by job position, Dec. 20&8vertised on JobStreet by job position, Dec. 2015
- June 2016 - June 2016
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. . = Junior executive

= Senior executive
Manager

= Missing
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Source: Authors analysis of obtained JobStreet,data Source: Authors analysis of obtained JobStreet,data
Dec. 2015 — June 2016, N =173 Dec. 2015 — June 2016, N = 37

Altogether, it can be stated that the supply imteof high-qualified labour has been growing in
the past decade(s). At the same time howevertygsof labour has been moving overseas to a &dgnt,
resulting in high-qualified labour shortages. Thicomes more evident when looked at vacancy data
obtained from JobStreet. The demand for high-gedlifabour appears to be consistent and a signtfica
share of companies cannot fill up all their higtalified vacancies. This also results in longer dapgn
times of certain vacancies (e.g. persistent vaeahcin conclusion, a quantitative labour shortafgagh-
qualified labour can be observed within the Perlabgur market. The next paragraph will elaborate on

the qualitative aspect of shortages.

Qualitative shortage of high-qualified labour

Aside from a quantitative shortage there also setemexist a mismatch between demand and
supply of skills (qualitative) in the Penang labooarket. While high-qualified labour moves away, a
considerable share of the remaining talents apjeeexperience difficulties finding jobs due to alkeaof
possessed skills and qualifications, in other wolals employability. Results of a graduate tradeidyg
done by the Malaysian government in 2014 showetatingost 25 percent of the fresh graduates couldn't

find a job within six months after graduating (Fig.13).
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FIGURE 5.13 Status of graduates in Malaysia within six morafier graduating, 2014
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Source: Graduate Tracer Study via Ministry of Higkelucation Malaysia, 2014

Within the group of graduates that did not find kyahe largest share possessed a degree (more

than 30%) (Figure 5.14).

FIGURE 5.14 Share of unemployed graduates by level of eduta2i@l4
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Source: Graduate Tracer Study via Ministry of Higkelucation Malaysia, 2014

These findings can be supported by looking at treamployment rate divided in age groups. It can
be observed that Penang has a high unemploymeramaing youth Even though it has dropped from 20

percent in 2005 to approximately 16 percent in 28igbire 5.15), it is still disproportionally higtompared

% Youth is considered as the age group of 15-24syeldr
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to other age groups (figure 5.16) and the overialibhic low unemployment rate (1,6%). The share of

unemployed youth to the total persons unemployd®eimang is more than 50 percent.

FIGURE 5.15Youth unemployment rate in Penang, 2005-2015
—e— Youth unemployment rate in Penang
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Source: Department of Statistics Malaysia, 2015

FIGURE 5.16 Share of unemployed persons divided by age grioupenang, 2015
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Wrong fields of study
The high unemployment rate among youth (and freadugates) can be explained from different

point of views. One is that the majority of gradesain Malaysia choose ‘the wrong field of studyigure
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5.17 shows that most students in Malaysia optHferarts and social sciences fields and less péamdeto
pick technical, ICT or science related fields.

FIGURE 5.17 Share of graduates by field of study in Malay&{206-2015
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When the labour market is not interested in thésd &f graduates, this might be an explanation
for the high unemployment among fresh graduatesriegt the labour market. According to an interview
with one of the recruitment firms it is also a desh that people with the ‘right field of study’ not
necessarily want to find work in that particulaldi: “Many IT students do not prefer a programming job
but rather work in a different sectar”

The JobStreet vacancy data supports the idea anfvfields of study’ since the majority of
advertisements require technical fields of studg.(engineering, manufacturing and constructiol) the

share of Malaysian graduates in these field ofystsidieclining (Figure 5.17 and 5.18).
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FIGURE 5.18Required fields of study in vacancies advertisedabStreet, Dec. 2015 — June 2016
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Source: Authors analysis of obtained JobStreet,da&e. 2015 — June 2016, N = 3,812

However, when looked at the results of the graduteer study, the share of unemployed
graduates by different fields of study does ndedisignificantly. Although it shows that graduateish a
background in arts and social sciences have thdebttime finding a job (almost 26% did not fingbh
within six months after graduating), the differemdth graduates in sciences (25.1%) and techn2zabo)

fields of study are minimal (figure 5.19).

FIGURE 5.19 Share of unemployed graduates within six monties gfaduating by field of study, 2014
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Source: Graduate Tracer Study via Ministry of Higkelucation Malaysia, 2014



MAKING THE TRANSITION INTO A HIGH-INCOME ECONOMY: THE PENANG CASE 115

Skills demand and supply

A second explanation for the high unemployment eateong high-qualified graduates is that
employees and especially fresh graduates are Higinepared and equipped to enter the working field.
low employability). As mentioned before, qualificats/skills do not meet the standards that emp$oyer
demand.

Looking at the 3,812 unique vacancies advertisedatrStreet by 369 companies (in the period
December 2015 — June 2016) within the scope ofdhidy, it appears that about 45 percent of these
vacancies require lower level job positions (erdryelevel and junior executive job positions). Adet 50
percent requires higher level job positions suckesgor executives, managers and senior manadggus(f

5.20).

FIGURE 5.20Required job positions in vacancies advertisedavStreet, Dec. 2015 — June 2016

2.2%

= Entry-level

= Junior executive

= Senior executive
Manager

= Senior manager

= Missing

Source: Authors analysis of obtained JobStreet,daé. 2015 — June 2016, N = 3,812

Within these 3,812 unique vacancies, it becomes that, soft skills are most frequently asked for
(figure 5.21). This confirms the expectation twonfiolated in paragraph 3.4. However, the importaice
soft skills cannot directly be attributed to thecoming service sector.

As described in paragraph 2.1.1., soft skills rééemnon-job specific skills that are related to

individual ability to operate effectively in the viglace. In this study the following five (group8 soft
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skills are distinguished; (1) personal effectiveng®) relationship and service skills, (3) impacid
influence skills, (4) achievement skills and (5ycibive skills (see appendix E for a more comprehen
description of the different types of soft skills).

It appears that, the higher the job position nemfland the greater the firm size, the more importa
soft skills get (figure 5.21 and 5.22).

FIGURE 5.21 Share of skill types required in vacancies adgedion JobStreet by job position, Dec.
2015 — June 2016
m Hard generic skills = Specific skills m Soft skills
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Source: Authors analysis of obtained JobStreet,daé. 2015 — June 2016, N = 3,598

FIGURE 5.22 Share of skill types required in vacancies adsgetion JobStreet by firm size, Dec. 2015 —
June 2016
m Hard generic skills m Specific hard skills = Soft skills
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Source: Authors analysis of obtained JobStreet,dag&e. 2015 — June 2016, N = 3,613
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Looking at job positions and required types oflsKfigure 5.21) it appears that for the higheelev
job positions (e.g. senior executive, managers samdor managers) the most required soft skills are
achievement skills (such as planning and orgami@atconcern for order and problem solving) and
relationship and service skills (such as interpgasanderstanding, customer orientation and codipara
with others) (figure 5.23). This can be expectetesihigher job positions come with more respornigibil
thus more organization and communication skillsned to give direction to other employees. In thoidi
it becomes evident that impact and influence skélg. leadership), are increasingly requestedhifgirer
job positions.
Personal effectiveness and cognitive skills ars tegjuired for higher job positions. It can be
assumed that companies expect that these skillraady fully possessed by the candidates appfging

higher job positions since those job positions a¢suire more relevant working experience.

FIGURE 5.23 Soft skills required in vacancies advertised onStoeet for higher level job positions,
Dec. 2015 — June 2016

m Personal effectiveness Relationship and service skills Impact and influence skillss Achievement skills m Cognitive skills
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Source: Authors analysis of obtained JobStreet,daé. 2015 — June 2016, N = 1,875
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Looking at figure 5.24, it appears that achievemant relationship and service skills are less
required for entry-level and junior executive piosis. However, still almost half of them require
relationship and service skills. Also, more tharpé@cent of the vacancies for these job positieqsiires

achievement skills.

FIGURE 5.24 Soft skills required in vacancies advertised onSkoeet for lower level job positions, Dec.
2015 — June 2016

m Personal effectivenesa Relationship and service skillss Impact and influence skillss Achievement skills m Cognitive skills
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Source: Authors analysis of obtained JobStreet,daé. 2015 — June 2016, N = 1,723
Overall, it appears that in all 3,812 unique va@sachievement skills (e.g. problem solving) and
relationship and service skills (e.g. communicgtame the most frequently required soft skills. Nigdalf

of all unigue vacancies advertised required thametype of soft skills (figure 5.25).

FIGURE 5.25Required soft skills in vacancies advertised dnSimeet, Dec. 2015 — June 2016
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Source: Authors analysis of obtained JobStreet,dag&e. 2015 — June 2016, N = 3,812
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It however, becomes evident from interviews witthboompanies and recruitment firms that
precisely achievement- and relationship and seskidks are lacking within the labour market. ESipdy,
when it comes to fresh graduates. One of the iige®d recruitment firms statetBoft skills such as pro-
active behaviour, initiative, and interpersonalliskare missing. This was supported by one of the training
centres which statedCurrently, students lack soft skills such as peshl solving and critical thinking,
they only learn their textbooks.”

The above shows that there appears to be a misrhateleen demand and supply for these
particular skills; both are high in demand and ke considered as lacking among the supply, eslpeci
fresh graduates. This is in line with expectatioe ormulated in paragraph 3.4: Due to a lack issthat
are demanded in the market a qualitative mismatisi. dn a focus group discussion with severaloadion
institutions it became clear that indeed more &tians needed for the development of soft skillsiigher
education. It was also noted that these type disstan also be learned in an even earlier stadjeecind
should start with the upbringing of children andary education.

Next to soft skills, specific hard skills are mosuired in vacancies advertised on JobStreetréfigu
5.21, page 117). Specific hard skills can be defaetechnical and job-specific abilities thatapplicable
in a small number of companies, occupations antbiecl hey describe special attributes for perfagni
an occupation in practice. Classification of thagpes of skills is very hard because employers’
requirements are often too particular to be compeard herefore, it has been decided to simply pes”
when specific hard skill(s) are required in vacasci

Looking at figure 5.21 (page 117), there does metsto appear a clear relationship between job
position and specific hard skills required in vagias. However, a large share of about 70 percetiieof
vacancies in almost every job position require @neore specific hard skills. Only the share ofarsgies
for entry-level positions requiring specific hakdls is substantially less (58%). This can be extpd since
these positions often require more generic skilid &ss use of knowledge intensive practices and

technologies.
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When specific hard skills are set off against fgize (in headcounts) it appears that there is an
increased demand of hard specific skills in esfigcanaller firms (figure 5.22, page 117). SpecHiard
skills in vacancies advertised on JobStreet by Iscamhpanies (about 73%) are more requested than in
medium and large companies, 72 percent and 69mtespectively. A possible explanation for thithiat
smaller companies focus more on the technical pattse process and therefore require less sdfs ski

The importance of hard specific skills coincideshwthe developments described in chapter 2,
paragraph 2.1.1: Due to rapid changes in use bhtdogy and innovations more unique and specifid ha
skills are required. This finding coincides withpextation three, formulated in paragraph 3.4.

From a focus group discussion with education intstins it became evident that they struggle to
provide their students with these specific hardiskequired by the market. They are only capable t
provide them with a ‘general’ skill set and canyospecialise’ up to a certain point. It is hard fbem to
provide something beyond this ‘general packageskilfs since their syllabus only allows them to mak
minor changes as for what they can and must téegthdtudents. At the same time education institigi
mentioned that it takes lengthy procedures and aflbureaucracy to get approval and implementva ne
course which makes it hard for them to adapt tastny needs. As a consequence, a time lag betwlean w
is demanded and what can be offered always exists.

On top of this, a large number of courses is mamgafior them to provide to the students.
According to education institutions, these numenmmasidatory courses hinder them in providing in dept
knowledge of specific subjects. Besides that, whate companies require is simply too specific @mshot
be learned in school due to a lack of qualifiedussrs and/or due to too a lack of interest amandesnts,
this is especially evident for private educatiostiiitions.

It became evident from a focus group held amongpeonies operating in the life science industry
that they have too specific requirements for sttgland accept they have to train their own empleyee
One company statetWWe operate in a specific industry, so universit@snot provide us students. We

have to train students ourselves to fit in the canyp’
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Hard generic skills are overall less required bylyers (figure 5.21, page 117). As mentioned
before, hard generic skills can best be describeéddnnical and job-specific abilities, which cardpplied
effectively in almost all jobs, in a majority offopanies, occupations and sectors and in perséaar his
study distinguishes seven different types of hantegic skills; (1) economic awareness, (2) basitssh
science and technology, (3) environmental awaren@gsICT skills/E-skills, (5) English language
proficiency and (6) proficiency in other languaged appendix E for a more comprehensive descripfion
hard generic skills). It appears that, the higherjbb position and the bigger the firm size (figbr21 and
5.22, page 117) the less hard generic skills ayeired. It can be assumed that companies expetdbaing
generic skills are already possessed by emplogedinl for job positions that require more expecien
For entry level and junior positions hard genekitlssseem to still play a key role, almost 60 parcof
the vacancies in these job positions required omeave hard generic skills. Most requested hardgen
skills are languages, especially other langugessde from English language (figure 5.26). It asvever
illustrative that still English is mentioned so rhuo advertisements where one could’ve thoughttthiat
skill would be possessed naturally in a formerighmitcolony like Malaysia. However, due to continsiou
changes in the medium of instruction at schools anidersities (Malay, Chinese or English) and a
segmented education system, in which Chinese arldyMdargely follow separate pathways through
school and university, the English proficiency agdresh graduates overall is lacking. This is sujgab
by different companies and recruitment firms, ofishem stated that:/A downward trend in English

proficiency is noted in the last couple of years.”

10 Other languages are defined here as any otherdgedincluding Bahasa/Malay) besides English
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FIGURE 5.26 Most required hard skills for entry-level and janiexecutive positions in JobStreet
advertisements, Dec. 2015 — June 2016
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Source: Authors analysis of obtained JobStreet,da&e. 2015 — June 2016

Attitude and Generation-Y

Besides wrong fields of study, lacking skills ohduates, issues regarding attitude were frequently
raised. In interviews and focus groups. Recruitnfiemts often highlighted the complaints of companie
about the undesirable attitudes of fresh gradubtdenging to Generation-Y.

According to different recruitment agencies, thaagation classified as Gen-Y demands high
wages and fringe benefits despite meeting or kngwfrthe job (description). Many of the fresh graths
apply for jobs without knowing the requirementgaly content, as the high average number of appkcan
of JobStreet advertisements suggests. When theyegtb requirements, they often have high demands in
fringe benefits and unrealistic expectations imteof flexibility and working conditions. This behaur
can also be typical in a constrained labour maskese there is an abundance of job opportunitiesGen-

Y behaviour can be a cause for high unemploymees i@mong fresh graduates but also be a consequence
of the tight labour market situation in Penang.shrgraduates know there is high demand and therefor

can afford themselves to behave in this way siabs are abundant.
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The issues concerning the low employability of firegaduates can be supported by different
international benchmarks showing that Malaysiaisensities have fallen in international rankingspi¢e
generous public funding (World Bank, 2007; Sharif2Bl3).

Altogether, it becomes evident that there cleaxigte a mismatch between demand and supply in
terms of high-qualified labour. It seems that duedvere brain drain talents are leaving the labrarket
and talent that remains does not possess thequgttities/skills that are demanded. These findoagsbe
supported by the initiatives done by the State @owent in recent years, industry collaborations and
growing number private institutions providing skitfaining. Demands by the market in especiallyiua

are not met by the ‘fresh’ supply.

5.2. Compartmentalization of the Penang economy and thiabour market

In addition to the different mismatches describegdrevious paragraphs, it has to be stated that the
Penang economy can be divided in different clusfeatured by different characteristics. Some
homogeneous and others more heterogeneous astodinposition.

As mentioned in chapter two, firms can be categadrinto different compartments with specific
characteristics. Groups of firms (e.g. compartmecds be differentiated by the following charactiécs:
foreign/local origin, large/small company size, mifatturing/services sector, technological level or
sophistication of activity/operations ranging frdrigh to low. Following these characteristics diéfier
groups of firms (compartments) in Penang can hmatst within four quadrants presented in figureg 5.2
In the upper left corner for example, large foreagtablishments (MNC's) operating in the high-tech
industry can be situated. On the opposite, smedllISMEs which support and supply the large MNGs ca
be placed in the lower right corner of the figukeross the four quadrants both MNCs establishmemds
local SMEs in a variety of industries constitute®estems according to industry groups and diffdeamls
of technological sophistication. An example of sachecosystem is the E&E industry in Penang. One of
the interviewed training centres mentioned thatgamnies across the entire value chain in this imgase

located in Penang. The whole process; front-ershtk-end can be found. Within this ecosystem atgrea
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variety of technologies is used and small local SMie supporting the large MNCs. Alongside the
compartmentalization the Penang economy (as pexséntfigure 5.27) the labour market divides into
different sub-markets, each characterized by diffelevels of attraction and retention of (quatijieabour
(figure 5.28). Therefore, challenges concerningrtsiges as described in previous paragraphs — both

gquantitative and qualitative — may be of greatgrauot in certain sub-markets than in others.

FIGURE 5.27 Compartmentalization of the FIGURE 5.28 Labour attraction and retention
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As described in the theoretical framework of thigly, a distinction can be made between buyer-
and seller markets. Firms in buyer markets can moorkess dictate their requirements regarding new
employees since they are preferred employers am@ftre have abundant supply. On the other side,
employees can influence the terms of employmerd ¢tertain extent) in a seller market.

Looking at the list of Malaysia’s 100 leading gratkiemployers showed that the majority (60%)
of preferred companies among 14,000 students inayda are MNCs (gradsmalaysia.com, 2015).
Therefore, it is assumed that in the Penang labw@uket the companies situated in the upper leftaror
(large MNCs) are preferred employers, thus it igeexed that figure 5.28 applies (can be connedted)
figure 5.27 in the case of the Penang labour market

These assumptions were confirmed in several irdesviwith both firms and recruitment agencies.

According to one of the interviewed recruitmeniri; “MNCs are the big winners, they take all the best
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talents”. Another recruitment firm statetifhe model looks fair, MNCs are indeed high in deshamong
employees because of benefits and wages, SMBseseddre having problems recruiting”

As already indicated by the last quote, it becanse a&vident from interviews that among
employees the most important aspects of jobs vaagysand fringe benefits. One recruitment firntesta
“all people prefer jobs in MNCs because of the lfigmgorovided”. These findings support the idea of
MNCs being preferred employers since those companie average, have access to more resources than
smaller companies and therefore can afford to gekiigh(er) wages and more fringe benefits. Intaudi
a study done by Ng et al. (2013) showed that caleezlopment and employer reputation have a sanifi
relationship with job selection preferences amdangents in Malaysia. This was confirmed in intewse
as well, both the status of MNCs as career oppitiesrare expected to be better in MNCs than in SME

However, one of the interviewed SME companies moaeti that employees sometimes prefer
SME companies over MNC’s because job activitiesecdkie full spectrum and do not focus on only one
aspect of the job.

Following these findings, expectation four formelhin paragraph 3.4 is confirmed: Alongside the
compartmentalization of the regional economy, défees in attraction and retention of labour exists
between different groups of firms. Due to thesedinces it is likely that labour flow towards the
compartment in the upper left corner and compaitkgn this compartment are situated in a buyerka@r
Within the labour market, it seems like labour moaeound quite freely/easily given the variousesteints
on job-hopping and high turnover rates experiertedirms. No evidence for segmentation within the
labour market was found.

As mentioned before, companies operating in buyakets can more or less dictate the terms of
employment. Recruitment problems that occur is gairt of the schedule have less to do with quelntit
more with the quality of applicants. Although MN@iract most of the talented employees, their hunge
for talent remains. Therefore, they expand theiruigment efforts to attract foreign talent. Ovértiese

companies are in a relatively luxurious position ¢till have complaints about the quality thatisyided.
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Several companies stated that a lot of trainingpided to get their employees to the right leveé 6f the
companies mentionetkix months of resklling and upskillsing is requdréor fresh graduates.”

However, one has to note that some training isiredipy companies because of company specific
skills which, as mentioned before, cannot alwayprogided by education institutions.

The movement of labour towards the upper left comehe labour market is enhanced by the
constrained labour market in Penang which entalk labour mobility (figure 5.27). Employees temd t
try their luck elsewhere by applying to many jolvedisements aiming to improve their position. Doe
the attractiveness and upward movement of emplopeelslems occur in other parts of the ecosystem(s)
especially in a tight labour market where labowrtdges exist. Within different ecosystem(s) (Ipsatall
and medium sized companies are less preferred anhentployees because they are considered as less
attractive. They cannot compete with MNCs in teahwages, fringe benefits and career opportunifiss.

a consequence of a constrained labour marketdihenpt only have to deal with a quantitative shyetaf
qualified labour but also end up with the employded possess (even) less quality than those vdrb st
working at MNCs and thus do not meet their requaets. Since both a quantitative and a qualitative
mismatch is experienced by these companies thegnare or less forced to accept employees which do
not fully meet their requirements and thereforeehimviower their hiring standards. In addition,sh@ew
employees require a lot of training to get thenttanlevel that is required. When the employeesttiee
right level it is often stated that the bigger firmoach these employees away and the cycle shiantisea
again. One of the interviewed institutions indicktiat:"SMEs experience pinching and see their trained
fresh graduates leave to MNCs.”

It can be assumed that the SME companies areegitiurat vicious circle and the gap between them
and MNCs is growing. As a consequence, the Penamgpeny is heavily reliant on the big MNCs which
makes the region vulnerable since MNCs are lesslved in local interests and move out of the region

quite easily if there are no prospects for themmaomg.
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5.3. Concluding Remarks

First of all, it has to be acknowledged that thaedPg labour market is a constrained labour market
where the number of supply does not meet the dentidlneicomes evident that a labour shortage efasts
low qualified labour which seems to be largely sdhby the use of migrant labour. For high-qualified
labour the situation is somewhat more complex.

The number of high-qualified labour has been grgwsteadily in the past decade. At the same
time, there seems to be considerable demand forduglified labour and companies are having a hard
time to fill up all their vacant high-qualified pgtiens, indicating a shortage. This seems to beenkmted
by severe brain drain which is a serious threatase the transition to a high-income economy.

Although shortages seem to exist, remaining tasembt taken in by the market which is supported
by the high unemployment rate among fresh gradumtelsyouth. It becomes evident that due to skill
deficiencies, especially in soft and specific skiBupply does not meet the requirements of denfed.
consequence, the labour market is characterizeal lagk of high-qualified labour and firms experienc
both labour and skills shortages.

These shortages are experienced by some firmgreader extent than others. Within the Penang
labour market different compartments can be ideatifach characterized by a different retention and
attraction of labour. It becomes evident that thengartment characterized by large MNCs is preferred
among employees due to a pealing brand, highersiaigg more benefits offered. Therefore, labour tend
to flow towards these kind of companies puttingrihie a rather luxurious position. They can dictales
of employment and can pick the best candidates shmemajority wants to work for them. However réhe
was still evidence found that the supply of appitsgor these companies lacks certain skills aradityu

Due to these high attractiveness and upward movewmieemployees issues occur in other
compartments, especially in a constrained laboukehaharacterized by shortages. Since SMEs cannot
compete with wages and benefits provided by MN@g Hre less preferred employers. As a consequence,
these companies have a hard time filling all thatant positions. They are dependent on employees t

could not get a job in a preferred compartmentrd&ioee, they experience both quantitative and tatale
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shortages causing them to lower hiring standardseanploy people that do not meet their requirements
These employees require a lot of training and dineg reach a certain level it often happens thay tiet
poached by bigger firms.

SMEs are situated in a vicious circle and the gatpvéen them and preferred MNCs is growing.
As a consequence, the Penang economy is heaviintrein the big MNCs which makes the region
vulnerable since MNCs are less involved in loc&iiests and move out of the region quite easillydfe
are no prospects for them anymore.

The general macro picture that is outlined in thiapter can highly differ on different scales withi
the labour market. It is conceivable that dynantiesveen different sectors and industries (mesoy var
greatly because of differences in attraction ameinteon, labour mobility flows and heterogeneitythin
the economy. Even more variety in dynamics carobad on firm level (micro) due to both employee and
employer preferences and specific firm characiesisThe next chapter will elaborate extensivelyooth

of these aspects.
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6. Micro-perspective: Firms and Skills

Following the macro perspective this chapter taltea micro perspective. One of the main aspects
of this study is to find out whether and to whatieex skill gaps within firms exist and also whetfiems
experience skill shortages. The following paragrdescribes the characteristics of firms that pigeied
in this study. It will be described to which induss these firms belong, how their operations can b
qualified, what the status of their establishmerand what their size is. The second paragraphigtes
the identification of skill gaps, the effects ofilsgaps on business performance and strategidsatiea
applied by employers to overcome skill gaps. Theesatructure will be applied for the third paradra
this chapter that focuses on skill shortages. Sspvaterviews and focus groups have been useoods t
to identify possible gaps and shortages. Skill gaqusshortages are measured with the help of tlesviag
indicators (table 6.1).

TABLE 6.1 Measurement of skill gaps and shortages

Skill gaps Skill shortages

«  Skill proficiency of employees within <  Positions that over the past two years have nat béed up
firms » Vacancies that proved hard to fill

» The percentage of employees that can be The difference of time filling up vacancies for tén

regarded as fully skilled positions
»  Skills of employees that need most » The preparedness of fresh graduates and integmation
improvement experienced people in relation to business actwviti

* Preparedness of employees to carry oute  Under hiring
new tasks/operations * Labour poaching

» Training

Source: Employer survey, 2016
6.1. Firms’ characteristics

In order to be representative this study has caedug survey among 51 firms across a selection
of industries. This paragraph will describe the metharacteristics of the firms that participatedtia

survey.
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Firms belong to different industries as their dtitg are different and industry specific. Figur& 6
presents an overview of the different industriegigipating firms are active in. From the figurecdan be
derived that the largest share of participatingdiiis involved in activities carried out in theatenics and
electrical (E&E) industry (25%). Activities carriedit by firms active in the E&E industry for exam@ee
upon the design & development and production oht-igmitting Diodes (LEDs) that convert electricity
into light and semiconductors, electrical manufenty services (EMS), manufacturing and supplying
memory and storage solutions and activities tha gpon communication solutions. Furthermore,
participating firms are most involved in activitiearried out in the Professional business servidastry
(15 %) such as recruiting, auditing and taxatiawises, the hospitality industry (14 %) and the S8d

GBS industry (12 %).

FIGURE 6.1 Share of firms per industry
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Source: Employer survey, 2016, N = 51
Besides the various activities firms carry out, plagticipating firms differ regarding qualification

of the establishment operations, status of estabkst, country of origin and firm size.
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Qualification of establishment operations
The operations of participating firms can be clediinto three categories; low-end, mid-end and
high-end operations. Low-end operations includesf@mple simple assembly activities. Although, many
assembly operations have moved to low-cost laboumtries firms in Penang still carry out these addg
activities. However, low-end operations not anyrmemesthe main activity of the participating firn@ften
assembly activities are a side activity next taofirm activities such as design & developmentfigare
6.2 shows firm operations to a very low extent adelpeapon low-end operations (2 %). Of the resporsdent
39 percent carry out mid-end operations. Theseatipeis among other things include hospitality sersj
certain manufacturing operations and activitiethaprofessional business industry. The main diets/of
participating firms see upon high-end operationshsas R&D, Design & development, programming,

financial activities or clinical operations (59 %).

FIGURE 6.2 Level of firms' operations in %
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Source: Employer survey, 2016, N=51
Status of establishment
Penang is a manufacturing hub represented by noaieigh MNC'’s that are carrying out activities
for over decades. The firms that participated égirvey to a large extent are subsidiaries of MING7 %)
and to a lesser extent have their main office/headgr in Penang (33 %) (figure 6.3). As arguediexar
often subsidiaries of MNC'’s are more footloose thational companies and move away quicker when

other regions are more attractive. Also activiebsidiaries carry out highly depend on mandatg the
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receive from headquarters. This makes them moreevable loosing certain operations or activities.

Therefore, Penang should seek to rely more onmat@mmpanies than on MNC's.

FIGURE 6.3 Status of establishment by %
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Source: Employer survey, 2016, N = 51

Size of firms

As mentioned earlier firms differ in size. Firmsdifferent sizes experience different difficulties
regarding obtaining employees possessing the sightset. The participating firms can be distirghed
into three sizes: Small and Medium-sized Enterpri€®ME’s), Large Local companies (LLC's) and
Multinational Corporations (MNC's). The classifiaat of these three types of firm sizes can be desdr
as follows. In the manufacturing sector a firmhsught to be a SME if revenue does not exceed 50 RM
million or the company does not possess more thariddl times employees. For firms in the servieeter
and other sectors can be regarded as an SME ifinevdoes not exceed 20 RM million or the number of
employees is not exceeding ¥50f the respondents 29 percent are SME’s suchikiecRart, EPS
consultants, Cincaria Sdn. Bhd. and Ren | Tangtgoase. Of the participating firms 55 percent caerb
seen as MNC (figure 6.4). MNC are enterprises tiaaty out activities in multiple countri€s Many
MNC'’s are contributing to Penang’s economy. Pastiting MNC's for example are Motorola, B Braun,
Adventist Hospital and Wilmar. Firms are believedbe LLC's if requirements of being a SME are

exceeded and they not carry out activities in rplétcountries. Sixteen percent of the participafimgs

11 Development Finance and Enterprise Department (20i8ular on New Definition of Small and Medium tErprises
(SMESs) [Online] <http://www.bnm.gov.my/files/20184e_cir_028_1_ new.pdf>
12 http://Iwww.businessdictionary.com/definition/mubitional-corporation-MNC.html
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turn out to be large local companies. These incfiildes such as ViTrox, Alliance contract manufaatgr

Ain Medicare, Island hospital and Ixora hotel.

FIGURE 6.4 Types of firm size in %

= SME's
= Large local companies
= MNC's

Source: Employer survey, 2016, N = 51

6.2. Skill Gaps

As mentioned in paragraph 2.4.3., skill gaps r&déa situation in which current employees lack
the skills to perform their jobs which results metcompromised ability of a firm to meet business
objectives’. They exist within the firm’s labour ré® and their existence highly depends on the
interpretation of employers. The following paradrapeach try to indicate possible skill gaps witfitims

of the Penang region.

Skill proficiency level of employees

The level of skill proficiency functions as a firatlicator for possible skill gaps. As said earliar
this study proficient is defined appssessing and being able to apply the skill asiired by the
establishment to achieve quality/business objextimployers were asked to rate employees’ profagien
level for eighteen skills that have been seleceteaing important for firm performance. Those eght
skills can be grouped into three categories (figubg.

Figure 6.5 presents the skill proficiency levelenfiployees for eighteen skills that considerably

contribute to firm performance. Firms could rateptoyees’ proficiency level on a scale from 1 tal5;
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Very low proficient, 2: Low proficient, 3: Satisfacy 4: Proficient and 5: Highly proficient. Excdpt the
generic hard skill ‘foreign language communicatjioemployers on average are satisfied with the
proficiency level of the 18 skills high-qualifiedh@loyees possess. This outcome seems likely; firmasl
a descent workforce in order to carry out actigitieasonably. If employers are not satisfied abiueit
workforce it can be expected that firms performemalerage and do not survive. Yet, it is intengstiow

the proficiency levels vary between certain skills.

FIGURE 6.5 Skill proficiency level for 18 skills

Literacy skills | IS
Numeracy skills | IS
strategic managemenillll S
Planning & Organization | G
Problem solving |IEEEEGoN
Team working [IEEEEeE
customer handling IS
written communication [ S
oral communication [ G
Job-specific knowledge/experiencEll GG
Job-specific abilities [N
Industry knowledge |
Advanced IT/software knowledge G
Basic computer literacy/basic |ICTNEEEGE
Foreign language communicatio (i S
English language proficiencyl S
Legel/economic knowledg
Technical knowledge G

0 1 2 3 4 5
Proficiency level

Soft & Transferable skills (3.56)

Specific Hard

Generic hard skills (3.36) Skills (3.57)

Source: Employer survey, 2016, N = 49
The average skill proficiency level was rated higjHer ‘team working’, ‘technical knowledge’

and ‘problem-solving’ skills and was rated lowest foreign language communication’, ‘legal/economi
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knowledge’ and ‘advanced IT/software knowledge. @lgthe proficiency level of ‘soft & transferable
(3.56) and ‘specific hard’ (3.57) skills were ratdightly higher than ‘generic hard’ (3.36) skilfsccording

to these outcomes firms are more satisfied withpitediciency level of specific hard skills and séft
transferable skills than generic hard skills. Hoarewne should be careful with the interpretatibthese
outcomes. It can be expected that certain skiltéritmute to firm performance in a lesser extenntbothers.
As became clear during interviews, right levelssoft skills become more important carrying out firm
activities as these activities become more knovéddtensive. The proficiency level of skills furwis as

a first indicator of skill gaps. Skill gaps are tigiht to exist if skills of employees are rated lowan
proficient. So, this first indicator shows thatlsgaps exist. For none of the 18 skills the preificy level

is rated proficient or highly proficient. Therefoikills of employees within firms need improvemeémt

enhance optimal firm performance

The percentage of employees that are fully skilled

A second indicator of possible skill gaps relatethe percentage of employees that can be regarded
as fully skilled. Fully skilled in this context equivalent to having all the skills in the ideallls&et of
employees. Ideal skill sets vary for certain posis. Therefore, positions have different skill-s€s
average employers consider 74 percent of their@yepk fully skilled. Although it is arguable if elopees
can be 100 percent fully skilled there is definitebom for improvement in respect to the skill-seét

employees.

Skills that need most improvement

In addition, skill gaps within firms can be derivétm employers’ perception on skills of
employees that need most improvement. The resptsdeare asked which skills needed most
improvement. Due to the great variety of skillssthitypes of skills have been distinguished: saftssk
generic hard skills and specific hard skills. Tast lone is split up into business and technicdsgfigure
6.6 & 6.7). The most mentioned type of skill thaeeded improvement was soft skills (46 Bwft skills

important to employers include; communication (writing and speaking), attitude, motivation,
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problem solving, critical thinking and presentation skills. This result is somewhat contradictory to
the findings about the proficiency level of soft skills earlier on whereby proficiency levels of soft skills
were rated quite high. Yet, this can indicate that employers attach great importance to soft skills and
specific hard skills and less importance generic hard skills. During interviews it became clear that soft
skills of employees indeed are very important tglkeryers. To them soft skills are the bases of ssfaé
employees. This corresponds to the results presémthapter five, soft skills are the most reqdiigills

in vacancies. One of the participants statécall starts with communication, if we do not urgtand each

other how can we perform?”

FIGURE 6.6 Skills need most improvement  FIGURE 6.7 Specific hard skills that need most
improvement

= Generic hard
skills = Business (hard
= Soft skills specific)
= Technical (hard
= Specific hard specific)
skills

Source: Employer survey, 2016, N = 43 Source: Employer survey, 2016, N = 43

Generic hard skills (14 %) that considerably needrovement have to do with English language
proficiency skills. English skills at the same tican be regarded as soft skills because they arewisile
communicating (writing and speaking). After sofillskmost mentioned skills for improvement arecfie
hard skills. Within this type of skill, a differeeacan be made between business (30 %) and teckkiltsl
(70 %). Business skills referred to by respondenimarily include finance, sales and marketinglskil
Technical skills most commonly mentioned by resgsl include skills in respect to engineering, gigsi

programming, and software development. Accordingnployers, these specific hard skills are cruaial
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order to carry out firm activities. During interws it indeed became clear that most activitiesrofd are
firm specific which require specific hard skillscéuas knowledge on firm operations.

When distinguishing skills that need most improvamey types of firm size the following
conclusions can be drawn. First, for all three sypéfirm size soft skills need most improvemerteT
share of soft skills that need improvement is latfer LLC’s (70 %) and the least for SME’s (46, 7. %s
mentioned earlier soft skills are getting more im@at while preforming more knowledge intensive
activities. For example, assembly activities reguow levels of soft skills compared to recruitment
activities or the design and development of proslu®verall generic hard skills of employees witthia
three types of firm sizes need the least improvénsempared to the three other types of skills. An
interesting finding regards the improvement of djgebard business skills. This type of skills needost
improvement within SME’s (20 %) after soft skillEhe percentage regarding specific hard busine#is ski
of SME’s is high compared to LLC’s (0 %) and MNQE9 %). This can be explained by different
arguments. First, firms in Penang involved in basgactivities (recruiting, auditing etc.) are hoSME's
which requires more hard business skills compawesther industries. Second, MNC’s often outsource
business specific activities or these kinds ofviteds only make up a small part of firm's operato
However, over the last decade activities of MN@&garding shared services (accounting, taxatioessal
etc.) increased significantly. Technical hard skitir firms in all three sizes need improvement§280.0
and 30.2 %). As mentioned earlier these kinds itisskre very important to firm operations but iflt
for employees to obtain before entering the filBecause these skills to a large extent are firmipét

is hard for educational institutions teaching them.

TABLE 6.2 Skills that need most improvement by firm siZéin

Types of skills SME's LLC's MNC's

Generic hard skills 6.7% 10.0% 15.1%
Specific hard: Technical skills  26.6% 20.0% 30.2%
Specific hard: Business skills  20.0% 0.0% 1.9%
Soft skills  46.7% 70.0% 52.8%
Total 100.0% 100.0% 100.0%

Source: Employer survey, 2016, N=42
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An overview of skills that need most improvemenpiesented in figure 6.8. The importance is

based on the frequency of skills mentioned by eggrl The larger the skill presented the more & wa

mentioned by employers. It again turns out that shills such as (English) communication, problem-

solving, leadership and critical thinking need mogtrovement.

FIGURE 6.8 Skills that need most improvement

Source: Employer survey, 2016, N = 43

Preparedness of employees for new tasks

A fifth indicator of possible skill gaps relatesttee preparedness of employees to carry out new
tasks. Most of the respondents are positive athéopreparedness of employees in carrying out asist
and operations. Of the respondents, 20 percengtii@amployees were very well prepared and 49 percen
considered their employees to be well prepareddar tasks and operations that emerged over thinast
years (figure 6.9). These results seem reliableads® as a consequence of evolving technologies,
expanding business activities and increasing catigrethew operations and tasks within firms occur.
Firms are aware of these constant changes anddterecan be expected that employees in geneeal a

prepared for new operations.
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FIGURE 6.9 Preparedness of employees for new tasks

= Partly prepared
= Well prepared

= Very well prepared

Source: Employer survey, 2016, N = 39

However, of the respondents, 31 percent thoughtehgloyees were only partly prepared to carry
out new tasks and operations. This outcome cambadication for possible existing skill gaps withi
firms. Employees are only partly prepared and fioeeedo not possess the right skill-set to adapettain
changes. This means that a substantial proporfittmeoworkforce within participated companies clgar

lacks skills.

Effect of skill gaps on business

As mentioned in paragraph 2.4.3. on the causesgecpiences and strategies of skill gaps, different
effects of skill gaps can be recognized. Skill gegus negatively influence business performance)@map
behaviour, lead to increasing operating costs dfettafirm’s adaptability towards new technologies.
Business performance as a consequence of skillggapbe affected in various ways.

» Lower quality of the product/services
Lower productivity
Difficult to upgrade business operation
Difficult to diversify into new products/services

Difficult to comply with regulations
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Of the respondents 68 percent experienced negatpacts on business operations and output as
a consequence of skill gaps. Effects of skill géyesefore have to be taken seriously as they s&yidiarm
business operations. In order to come up with gwiatto mitigate negative effects a closer lookeésded
as for what those effects precisely inhale. Figud® presents the main negative impacts experielmged

employers.
FIGURE 6.10Negative effects on business per reason

mYes mNo

Difficult to comply with regulations _

Difficult to diversify into new products/serviceaés _
of business

Difficult to upgrade business operatio__

Lower quality of the product/servic__

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

Source: Employer survey, 2016, N = 50

Most experienced negative impact of skill gaps kgpondents concerned a lowering of
productivity (71 percent of the respondents). dtdad can be expected that skill gaps lower theieffty
of employees and therefore lower productivity. ®2cpnt of the respondents faced lower quality ef th
products, 42 percent had difficulties upgrade essnoperations and 35 percent experienced diffisult
diversifying into new products/services becauseskifi gaps. These findings were confirmed during
interviews with firms. One of the participants stht “Skill gaps can cause potential delays in meeting
customer commitments, or even the quality of thpubuln some instances, efficiency is impactethas
experienced associates have to work harder to cosgte for those lacking in competencie3.0 a lesser

extent firms face negative effects as for complyiit regulations.
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Thus, skill gaps do exist and seriously influencm fperformance. Mitigating skill gaps could
increase productivity, improve the quality of protiuand services and also contributes considetalthe

upgrading of business operation.

Strategies applied to overcome skill gaps

Firms apply different strategies in order to deseeamegative impacts of skill gaps. Of the
respondents 16 percent did not apply any measarastigate skill deficiencies. This can be expéin
due to the fact that some respondents did notdageskills gaps/deficiencies and therefore didhzote to
apply measures. Also, firms can consider themsedgasot being able to mitigate skill gaps becadse o
insufficient funds or lacking organizational capaieis. Yet, 84 percent of the respondents did take

measures to reduce skill gaps. The strategiesapelied are presented in figure 6.11.

FIGURE 6.11 Strategies applied by firms to overcome skill gaps
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Source: Employer survey, 2016, N = 39

Figure 6.11 makes clear that most of the resposd@8t4 %) are involved in labour training and
upskilling programs. Training of the internal labdorce has proven to be very valuable to firms, as
applicants do not possess firm specific skills. @h¢he participants statetit is important to provide

training. My company should invest more in trainiktpwever, we cannot train constantly as employees
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have to work and produce as welllhis statement reveals a downside of providingingj, as it simply
requires time to train employees and thereforescosiney

Labour training and upskilling of employees carptf@imns to operate more effectively. Also new
methods and technologies can be taught to imploeqtiality of products and the productivity of firm
operations. Training can be given either intermabdernal. Internal training includes for examptethe-
job training, mentoring and coaching while extertraining sees upon training outside the firm (skil
development centres, online courses etc.). Exteraiing providers in Penang are for example; Rgna
Skills Development Center (PSDC) and Dream cat¢bpecific engineering programs). Most of the
respondents (64 %) provide both internal and eatémtheir employees (figure 6.12). This indicateest
the training industry in Penang is an industry weheetot of firms make use of in order to upgrad#sséf
their employees.

FIGURE 6.12 Type of training provide FIGURE 6.13 Types of skills provide

= Specific hard

= Internal skills

= External = Generic hard

skills
= Both « Soft skills

Source: Employer survey, 2016, N = 38 Source: Employer survey, 2016, N = 38

The types of training provided, both internally andernally mainly focus on specific hard skills
(65 %) and soft skills (28 %) (Figure 6.13). Durioal interviews with respondents it became cleat t
many of them provide training courses to their eypés before employees will start carrying out fess
activities. This is because business operatioriso$ within Penang are very firm specific and riega

broad introduction of work-practices. This espdgiapplies to MNCs where more complex products and
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services are developed. For example, B. BrauiMill@ that manufactures highly specialised medicallsto
and devices. The skills to manufacture these methcds are highly firm specific and therefore new
employees have to undergo training sessions intitaéning centre before entering the workplacee ©h
the respondents staté@ur products are firm specific and therefore wevkao provide intensive training
to our employees”

The reasoning above explains the outcomes of fi§ut8, whereby 65 percent of training is
focussed on specific hard skills, which for a lgpget are covered by specific firm skills. Manyris within
the Penang region produce different products wislag various technologies. This results in marmi
specific skill needs.

However, as a consequence of a constrained labatkein labour turnover is high and poaching
is a serious threat. This can be a disincentiveefoployers providing training to employees. Many
respondents indeed acknowledge that employees thaviirm for better wages or career opportunities
after having obtained training. Although employkn®w about these negative factors, 84 percentef th
respondents declared not being influenced by negédictors. Most employers realise labour turnaser
up to a certain level, a natural process and cendidheir duty to train employees. One of thetipgrants
stated:“Eventually we have no choice but to train our eoyges, it is our duty to train themQOther
participants statedAlthough we know that employees leave we are fnatdato provide training.’ and ‘If
we not train we cannot upgrade our activitieslbwever, some participants were influenced by riegat
influences in providing training. During a focusogp with SME’s one of the participants stated the
following: “If | invest in my people and they leave and it'svaste of time."and ‘We don’t have enough
people for backup when people are sent for trairfiingt indeed can be expected that SME's experience
more negative influences than larger firms in pdang training.

Other strategies used by employers to overcomegslfls are; increasing levels of supervision of
managers on employees (40 %), the reallocatiompl@yees to positions within the firm that areicrior
firm optimal performance (40 %). Also, skill gapde mitigated by simply let qualified employeeskm

longer working hours. Yet, this strategy is onlgdidy 23 percent of the respondents. A fifth measur
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overcome skill gaps can be realized through ingestiBy providing incentives employers try to regluc
turnover rates and retain profcicient workers. Thithe least popular strategy among employer$4p1
This is probably due the fact, that firms already@roviding incentives and cannot afford to stfaiancial

resources.

6.3. Skill Shortages

Beside skill gaps, firms experience skill shortagks mentioned earlier, skill shortages, firms
experience skill shortages. As mentioned earlidH, shortages apply to the external labour maxdea
firm. In chapter 6 (skill) shortages are identiffedm a macro perspective. As turned out theretgekisth
a quantitative and qualitative shortage for highiiied labour within the Penang labour market. rEffiere,
the following paragraphs will provide a view oni(§kshortages from a firm (micro) perspective. fFro

table 6.1 it follows that different measurementgehlaeen used in this study in order identify stilbrtages.

Succeeding filling up all the vacant high-qualifiedositions

A first indicator for possible (skill) shortagesnclae found through vacant high-qualified positions
that are not filled up by firms. Of the respondésitspercent succeeded in filling up all the vaddgh-
gualified positions and 49 percent did not manad@ltup all positions. This substantiates thedfings of
chapter six, which stated that there exists a dtagime shortage for high-qualified labour in therang
labour market. This study grouped all differentasacies, which were not filled up, in the followittgee
categories (occupations); Managers, ProfessiomadsAssociate professionals. Managers comprise for
instance chief executives, senior officials, contiadrand service managers. Professional include for
example; engineers, and associate professionaksr ¢eghnicians, nurses and business administrative
associate professionals.

For the three different categories of occupatiamsndjtative and qualitative reasons exist for not
filling in vacant positions. These two types ofgeas can be subdivided into the six reasons piexsémt
table 6.3. First, manager occupations within fitmase not been filled due to high levels of compmtit

from other firms (25 %), skills asked for are t@esialized (25 %), insufficient qualification of@ants
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(25 %) and to a certain extent to applicant’s laickxperience (17 %). As for professional occupetjmot
filling up vacancies is mainly due employer's dewhafior skills is too specialized (39 %). These
professional occupations mainly consist of engimesmnd to a lesser extent to business professionals
(finance, sales, marketing). Job titles within @egiring are for example; electrical-design-engineer
process-engineers, IT-engineers but include affovai® developers and programmers. Employees sethe
technical occupations have to possess technicalfipskills such as; IC design skills, programmaigls,

IT skills and skills in HTML and CAD. Also, high dends of applicants (18 %) and high levels of
competition (22 %) are reasons for not being altliadg in the vacant positions for professional&nts
that try to fill up vacancies for associate proiasal occupations (e.g. junior recruiter, nursegport
engineers and chefs) face problems because ofdigls of competition (54 %) and to a lesser extent
due to the demand of specialized knowledge/sKils%).

TABLE 6.3 Reasons not filling in vacant positions by occigrgtManager, Professionals, Associate
professionals

Nature of Reasons not filling in vacant . Associate
o Managers Professionals :
reason positions professionals
o Too much competition 25% 22% 54%
Quantitative o )
Too specialized knowledge/skills 25% 39% 15%
Applicants not sufficient qualified 25% 7% 7%
o Applicants lack experience 17% 7% 8%
Qualitative ] ] )
Applicants lack generic hard skills 8% 7% 8%
Applicants too demanding 0% 18% 8%
Total 100% 100% 100%

Source: Employer survey, 2016, N = 21

When focussing on firm size regarding positions filldd up as for different occupations the
following conclusions can be drawn. Table 6.4 shtivas firms, in all three types of firm sizes, hamest
problems filling up professional occupations. Thias expected because being a professional requires
experience and a comprehensive skillset. Requirtsrienbeing a manager are even more extensive but
managers are much less needed compared to prof@issidable 6.4 reveals that of the three firmsize

SME'’s face most problems filling up positions atrrager level (33.3 %). As argued earlier, for SMIE’s
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is harder to retain employees with experience. &apportunities and financial incentives are elgeto

be more attractive in larger companies such as &l&id MNC's. This can explain why it is hard for
SME'’s to find managers. Occupations such as te@ms@nd service support workers prove to be lags h
to fill up by firms compared to professionals andnagers. LLC’s experience most difficulties filling
associate professional occupations (30.8%) but fess problems filling up professional occupations

compared to SME’s and MNC's.

TABLE 6.4 Positions not filled up by occupation for SME'§d’s and MNC'’s in %

Occupation SME’s LLC’s MNC'’s
Managers 33.3% 23.0% 8.7%
Professionals 44.4% 38.5% 56.5%
Technicians 0.0% 7.7% 4.3%
Associate professionals 16.7% 30.8% 21.7%
Service support workers 5.6% 0.0% 8.7%
Total 100.0% 100.0% 100.0%

Source: Employer survey, 2016, N = 21

Other interesting findings obtained regarding reador not filling up positions when comparing
different types of firm sizes. Table 6.5 shows tleasons for not filling up positions for MNC’s &darge
extent have to do with quantitative reasons (79,2¥ber than qualitative reasons (20,8 %). Thisaue
can be explained by the successful acquirementNE Ml of top talents from universities. As mentioned
before, MNC’s are more attractive to fresh gradsigtalents) as they can offer higher salaries, more
interesting fringe benefits and possess a stroagdoname. This enables them to be first in picking
talent. This argument was confirmed by one of tiéQV during an interview:The absolute number of
talent available is the biggest problem, once yae fresh graduates you can train and shape them.”
Furthermore, employers stated that financial ingest career opportunities and the brand of compaay
very important to fresh graduates. SME’s and LL&Eem to face difficulties most because of qualieati
rather than quantitative reasons. This reasonimgngirmed by table 6.5 where difficulties notifily up

positions for SME’s and LLC’s most occur becausguilitative reasons (58.8% and 64.7%). This figdin
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indicates, that besides a quantitative shortagieeifPenang labour market, the quality of fresh gases is
lacking.

TABLE 6.5 Reasons not filling up positions by firm size in %

Reasons SME’s LLC's MNC's

Qualitative  58.8%  64.7%  20.8%
Quantitative  41.2%  35.3%  79.2%
Total 100.0% 100.0% 100.0%

Source: Employer survey, 2016, N = 21

Vacancies that proved to be hard to fill over thagbtwo years

A second indicator that closely relates to the datbir just described can be derived from the
number of positions that proved to be hard toofiier the past two years. However, due the greatyaof
job titles, they are categorized into differentgation groups (according to MASCO, 2008). Figuirds
and 6.15 show the occupation and the job positiomaoancies that proved to be hard to fill. Among
respondents, vacancies that include professiomalpations are most hard to fill (66 %). This resaekms
very likely as professionals are of great imporeimluencing firm performance and therefore aghhin
demand. As mentioned earlier, professionals possegdlset that is very much specialized and nesgui
much expertise. For employees it takes time anéréxpce to obtain such a skill-set. This makesbiri
professionals less easy compared to occupatiohseifyaire lower levels of skills such as technisiamn,
associate professionals. Also, professionals mpkelarge part of firms’ high-qualified positiorBecause
of the specific skill set required one would exp@enagers to full fill a larger part of figure 6.(6 %)
as their skillset is even more specialized and anlare experience is required. However, the nunalber
managers needed within firms is limited. You onged one manager to be in charge of a certain part o
firms’ workforce.

Figure 6.15 provides information on job positiorishard to fill vacancies. It becomes clear that
junior and senior executive vacancies prove to bstimard to fill, respectively 30 and 37 percensajob

positions at manager level proved to be hard t¢Zi %). Vacancies at entry level and senior rgana
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level proved to be less hard to fill, 5 and 7 petc&hese high percentages can be explained duadhe
that these levels are most needed within firms. mbgr part of firm's workforce consists of emplege

working at junior, senior or manager level.

FIGURE 6.14 Hard to fill vacancies by FIGURE 6.15Hard to fill vacancies by position
occupation

5%

= Managers = Senior manager
- Frofesionais = Senior executive
« Associate Junior executive
professionals = Entry level
Source: Employer survey, 2016, N = 28 Source: Employer survey, 2016, N = 28

Figure 6.16 reveals a more detailed outline oftyppe of occupations and job titles that proved to
be hard to fill. The size of the positions displdykepends on the number of firms for which the tpmss
proved to be hard to fill. Occupations and joketitthat proved to be hard to fill are for examplggineers

(various types), technicians, nurses and hotel-gensa

FIGURE 6.16Hard to fill positions

Source: Employer survey, 2016, N = 28
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Length of filling up vacancies

Skill shortages experienced by firms, can alsorukcated through the time of filling up job
positions. Within firms’ certain job positions ctake more time to fill up than others. It might lerder
to find a candidate for job positions that requixperience and specialized skills like IC desigilisskr
programming skills. Of the respondents, 80 peroetged experienced differences across job positisns
for time filling up vacant positions. It turned dhét vacancies for junior positions and job posisi with
a low entry-level take less time to fill up compadite senior positions. Of course one can foresaeitis
harder to attract people with job-experience thempte without since it can be expected that mogiede
experienced people already have a job. Also, emaptoface more competition in attracting experienced
people because employees with experience are adgoroentribute to higher levels of human capitad a
thus influence firm performance more positively.

An interesting finding observed, in relation to érfilling up vacant positions, has to do with the
occupations and job titles. It turns out that basmrelated job titles such as marketers, salesmeén
accountants take less time to fill up comparecktdiical job titles such as technical engineerfsywaoe
developers and IC designers. As stated in chapter $ocial sciences business related studies are m
popular among students in Malaysia than techntodiss. This was acknowledged during the focusgrou
with educational institutions. One of the particifmstated:More and more students choose business
related studies over technical studies, as techsicalies are considered challenging and possdssiag
image.” The supply of graduates in business related sudi¢herefore higher compared to graduates
involved in technical studies. This can be an exgii@n for the differences in length of filling wertain

vacancies.

Requirements of applicants & preparedness of graths

In their search for ideal candidates, firms canabways find employees that fully meet
requirements asked for. Findings show that of dspondents 85 percent does not fill up high-qealifi
positions with applicants that fully met the reguirents asked for in the advertisement. This supplogt

idea of an existing skills shortage in the Penabglr market as described in the previous chapiso,
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it can be an indication for recruitment difficukiexperienced by firms. On the other hand, firmghmi
include unrealistic requirements in their advertieats. Furthermore, firms were asked what percerdég
applicants does meet most of the requirements@adated in the advertisements. On average, 57eperc
of the applicants did meet most of the requirements

Another indicator for skill shortages relates te ireparedness of graduates. Figure 6.17 shows
that according to employers only 30 percent of gheduates are ‘well prepared’ to start carrying out
activities within the firm. Among respondents 38qeat believed graduates were partly prepared &nd 2
percent thought they were poorly prepared. Thetsomes show that employers are not satisfied \uith t
preparedness of graduates. Skill shortages areftinedikely to exist among graduates in the laboarket.
This was confirmed in chapter five. Figure 6.18prgs reasons for (very) poorly prepared freshugrias.
Respondents believed that these kinds of graduatess not prepared due to a lack of soft skills 420
specific hard skills (19 %) and the lack of Englfeard) skills (19 %). As for soft skills, respomdie were
worried about the level of English of graduatesaiit is believed that poorly prepared graduatess e
right attitude and do not have a strong persontdigarry out firms’ activities (17 %). During imtéews a
lot of respondents complained about the generatiomentality and confirmed the lack of skills among
fresh graduates as just mentioned. During a foeospgwith recruitment agencies firms stated the
following: “fresh graduates have the right qualification butkasoft skills.”and ‘generation-y generally
does not know what they want, do not show up feriiews and have unrealistic demands.”

As mentioned in chapter five, Gen-Y is often chtgdzed as being spoiled, not motivated to work
and having high-demands. Next to that, 16 percémhe respondents believed that graduates miss life
experience in order to start working in a firm. frthese findings it can be concluded that skillrstges

do exist in the labour market among graduates. &aliberegarding soft and hard skills.
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FIGURE 6.17 Preparedness of fresh graduates

0%

= very poorly prepared
= Poorly prepared

= Partly prepared

= Well prepared

= Very well prepared

Source: Employer survey, 2016, N = 47

FIGURE 6.18 Reasons for very poorly prepared fresh graduates

= Lack of specific hard
skills

= Lack of English skills

= Lack of Soft skills

= Poor attitude/personality

= Lack of motivation

= Lack of life experience

Source: Employer survey, 2016, N = 47

The impact of skill shortages and recruitment diffilties
What becomes clear from chapter 6 and previougpaphs is that firms experience skill shortages
prevalent in the Penang labour market. As mentionezhapter 2, these skill shortages and recruitmen

difficulties affect firm operations negatively. figure 6.19 ten possible impacts have been summed u
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FIGURE 6.19Impacts of recruitment difficulties and skill steayes
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Source: Employer survey, 2016, N = 44

The figure shows how employers within the Penamgoreexperience negative effects of skill
shortages and recruitment difficulties. The resaltghasize that skill shortages have to be mitijtie
improve performance of firms in the Penang reghaost respondents faced an increase in workload for
other staff because of skill shortages and receutrdifficulties (70 %). Firms operate on contingdaasis
and absence of employees possessing the righs s$kilthe labour market in some way has to be
compensated in order to keep business operatiomsingt This was acknowledged by one of the
participating firmsBecause of absence of sufficient labour availaéeployees have to work harder to
meet firms’ targets.”

Other impacts experienced by the majority of em@teyhave to do with a delay in developing new
products/services (64 %), increased operating ¢63t86) difficulties meeting quality standards ].

To a lesser extent shortages have an impact irtieglimew working practices (30 %) and the withddawa

of offering products and services (27 %). Skill sages and labour recruitment therefore considgrabl
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influence firm operations in a negative way. Siy@e to mitigate these impacts can significantigtdbute

to better firm performance.

Strategies to overcome skill shortages

In order to overcome experienced skill shortagessfican apply different strategies. As mentioned
in chapter 2, strategies commonly used by firmsuiote labour poaching, under-hiring and retaining
strategies. Figure 6.20 shows the strategies abpliethe respondents. The figure reveals thatnieigi
strategies are used by 91 percent of the respandatinategies to retain recently hired employeesipen
the offering of interesting remunerations, work ditions, working location and fringe benefits, bomgd
measures and career development opportunities. Enensurvey it becomes clear that firms apply a
combination of these strategies in order to retagently hired employees. One of the participatated:
“Incentives to retain employees could be in termascsal outcome/project based bonus and/or restiicte
share offering. There is also a performance basadly bonus.”Retaining strategies are used to counter
labour poaching activities of other firms and carsben as defensive strategies but are appligdyparty

to please employees by providing them career oppibies and future prospects.
FIGURE 6.20 Strategies to overcome skill shortages

mYes mNo
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Source: Employer survey, 2016, N = 47

Of the respondents 55 percent makes use of undieg Birategies. By making use of this strategy
firms adapt to the proportions of skills availablehe labour market. Under hiring will negativelifect

firm performance because firms cannot rely on ogitiskill sets needed for optimal results. Whennigjri
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under skilled people, firm's most of the time ap@hining programs that improve their skill-set andke
them familiar with firm specific operations. Espadby smaller firms make us if this strategy as they not
able to compete with MNC's in respect to attragte®s, wages and fringe benefits (see paragraph 1.1)
During a focus group with SME’s the participantstatl they were forced to under hir€r&am of the crop

will be taken by MNC’s'and“l have to hire under skilled labour, because | baw run my business.”

A third strategy presented in figure 6.20 is labpoaching. By poaching, employers directly
approach employees of other firms and try to cawithem of a career switch by offering interesting
benefits and career opportunities.

The figure reveals that only 32 percent of the oasients are involved in labour poaching activities
and that the largest part (64 %) of the responddmes not make use of labour poaching. The reasdn s
a large share is not involved in this activity nieyfound in the nature of this strategy. Labourchoz is
considered as an aggressive measure and thergfoot preferred by many firms. Although many firms
consider labour poaching as ‘not done’, they samedifeel forced to start poaching as other firmescdliy
approach their employees as well. However, somécjpants have no problems being involved in
poaching activities. One of them statédabour poaching is part of the gameAs mentioned before,
MNC'’s can rely on more resources compared to SMEB® therefore are more likely to succeed in labour
poaching activities.

When distinguishing labour strategies by firm simw insights appear. Table 6.6 shows that
SME'’s to a lesser extent are involved in labourchireg activities (15 %) compared to LLC's and MNC'’s
of which 37.5 percent and 34.6 percent is involivelhbour poaching activities. During interviewsnias
acknowledged that larger companies more oftenraahied in labour poaching activities as they pesse
more resources and to many are more attractivetlzew@fore could offer employees of other firms
interesting offers. During interviews it also wdated that poaching threats were experienced by'SME
mostly. From table X it becomes clear that retajrtrategies to a large extent are applied bhedkt sizes
of firms, especially for SME's (100 %). The extemdy use of retaining strategies by firms, espécial

SME’s corresponds with their negative experienegmmding labour poaching but also has to do with
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employees leaving for better career opportunifi@sm interviews it is derived that most firms avease
of the ambitions of employees. Although firms tmyaextent apply retaining strategies, most of tkem
employees leaving for new career opportunities aataral process. Another interesting finding pded
by table 6.6, is the high percentage of under §ismong firms. At least half of the firms make wfe
under hiring strategies. Under hiring is mostly eltay SME’s (61.5 %). As argued earlier, in a tigiour
market firms that can offer employees not as mugcbthers and in certain ways are less attractiae th
others are expected to experience more difficultiexquiring employees possessing the right sKillsis

might explain the high percentage.

TABLE 6.6 Strategies to overcome skill shortages by firra 8126

Labour poaching  Under hiring  Retaining strategies

Yes No Yes No Yes No

SME’'s  154% 84.6% 61.5% 38.5% 100.0% 0.0%
LLC's 37.5% 62.5% 50.0% 50.0% 87.5% 12.5%
MNC's 34.6% 654% 53.8% 46.2% 88.5% 1.5%

Source: Employer survey, 2016, N = 47

6.4. Concluding Remarks

The aim of this chapter was to identify possibl#l glaps within firms and shortages experienced
by firms. Using different indicators skill gaps astibrtages were identified.

First of all, it became clear that skill gaps indleé® exist within firms in Penang. Skill gaps withi
firms mainly exist because employees lack soft spetific hard skills. During the interviews it beta
clear that soft skills of employees are of gregiantance to employers especially because firmmaréng
towards higher-value added activities, which amaglex and require high levels of soft skills. Sgkills
frequently mentioned by respondents include; comaoation, problem solving, creative and critical
thinking and leadership. Also specific hard skitemployees are of great value to employers. Tkiesks

of skills primarily consist of industry-, job- arfidm specific knowledge. These findings to a certaktent
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confirm expectation five formulated in paragraph. Besides soft skills, skill gaps exist regardipgcific
hard skills.

Furthermore, skill gaps negatively affect firm penfiance. According to firms, gaps lower
productivity of employees within firms, the qualié§ products/services and hinder upgrade of busines
operations. A strategy applied by firms most freglyeto overcome skill gaps is training. Training i
provided to employees both internally and exteyreafid primarily covers specific hard skills andt stdlls.
Other measures include reallocation of employedsrareasing levels of supervision.

Beside skill gaps, skill shortages experiencedrnysfwere identified. Many respondents were not
able to fill up all the high-qualified positionstin their firm. This primarily had to do with higavels of
competition faced from other employers and higlisslével requirements for positions. Also it tucheut
that professional occupations are high in demandngmespondents, specifically in junior, senior and
manager positions. Negative effects that occuriwifims because of skill shortages mainly see ugion
increase workload of other staff, delay of prodgcproducts/services, increasing operating costs and
difficulties meeting quality standards. Firms uridke action to mitigate these experienced shorthges
applying retaining strategies and under-hiring.oAlfirms to a certain degree are involved in labour
poaching. Especially MNC's as they offer more iagting benefits. These findings confirm expectation
six, stated in paragraph 3.4 as many firm’s expegeskill shortages. However, expectation sevemlig
partly confirmed. The majority of firms is not inved in labour poaching but does apply retaining
strategies.

Firms across Penang’s industries are moving updhg chain to higher-value added activities.
The existence of gaps and experienced skill shestagveal that firms in Penang are looking for high
gualified labour to carry out firm activities. Hower, the quantity and quality of supply of high-tified
labour seems to be insufficient. Talent is struadtylacking since applicants do not possess Higlels
of soft and hard specific skills. Now the questimrhow to realize increasing numbers of high-digali

labour possessing the right skillsets in the Pemagipn.
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7. Meso-perspective: Differences Between Sectors anadustries

After having described labour and skill shortagasnaacro-level and micro-level this chapter
focuses on skill gaps/deficiencies and shortageseab-level. By taking a meso-perspective thisystaoh
elaborate on skills situations within certain indlies. Previous chapter focussed on the skill sina
regarding all participating firms together. In tlikapter findings are more specific as it presshit
situations for a certain number of firms that ccfifely are part of an industry. As set out in ggegph
4.4.2, five industries that significantly contributo Penang’s economy will be examined in moredept
These industries include; medical tourism, profassi business services, hospitality, medical devire
the electrical and electronic (E&E) industry. Bemauthe E&E industry in the Penang region is
comprehensive a certain sub-industry (semiconductdlt be highlighted. The chapter provides an
overview of industry trends, challenges, skillsiattons and talent issues for each individual itrgug\so,
key recommendations for each industry will be oeili. The findings are based on existing literature,

interviews, focus groups and the analysis from freleSdata.
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7.1. Medical Tourism

FIGURE 7.1 Characteristics of the medical tourism industry

Industry overview Industry trends & challenges ‘

- Penang has the top 4 hospitals for medi| - Private hospitals are expending their
tourism in Malaysia. activities into niche activities.

- 90% of medical tourists is Indonesian. - The number of medical tourists is declining.
- Medical tourism accounts for 30% of th - Lack of an established and coordinated
revenue of private hospitals in Penang approach in promoting Medical Tourism.

Medical tourism

Skill situation and talent issues Key recommendations

- Insufficient supply of nurses for differer - Hospitals should go overseas and enter new
levels. markets for medical tourism.

- In Penang, education programs in nursj - Allow hospitals to hire foreign employees:
are segmented and therefore lack quality. | nurses (e.g. Philippines).

\ - Lack of attitude and soft skills.

U

Source:Owndraft, 2016

Over the last decade Penang has positioned itsdffeapremier medical tourism hub in Malaysia.
Penang accounted for 60 percent of all foreign oadiourists (583,296) visiting Malaysia in 2011.
Healthcare providers in Penang are known for affghigh quality medical care for reasonable prices
compared to other developing and developed natiBagang has the intention to become even more
attractive in providing healthcare by reducing nggies regarding health care access in termeaufme
and geography and has established a reputatiossa8outheast Asia providing quality healthcare éRgn
Institute, 2015). It can be argued that the medmalism industry is in a mature phase charactdimea
low number of firms (private hospitals) that pravispecific services that require high levels dfitedogies.
According to the industry life cycle model (figu2e6) presented in chapter two, a next possibleglsgs
the declining phase. Therefore, caution has toXeecesed. In order to avoid the declining phasmdir

should focus on diversification and innovation eféces. Due to an aging population in the Asiatiffa
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it is expected that demand for medical and retirgnoare will continue to grow. Therefore, growth
opportunities are still available for the industry.

The number of foreign medical visitors over thetmlecades has grown heavily. However, since
2015 the number of foreign patients is decliningribg interviews it was mentioned that the declivas
caused by the upgrading of healthcare activitidadonesia. One should take into account that 90epé
of Penang'’s foreign medical tourists are Indonesi&is high percentage causes Penang’s medicastour
industry to be vulnerable. Although, healthcaresase low compared to Singapore and even Thaitand
still faces strong competition from these countri@sth countries provide better customer-servi@th
hospitals in Penang. The healthcare industry ig&iore attracts medical tourists by providing thesim
innovative technologies and the ability to carry bighly complicated procedures. Thailand on thept
hand is popular for its non-urgent aesthetic treatis (Penang Institute, 2015). Another challengehie
Penang healthcare industry is the talent that mawesy to countries that can pay double or evettetrip
wages. From interviews it became evident that nramges go to Singapore and Arabian because of the
attractive financial benefits.

During interviews with main healthcare providersPianang it became clear that skill shortages
mainly exist for nursing positions. In general, ttemand for nurses is much greater than the supply
Penang. All interviewed healthcare providers adidithat they experienced shortages of nurses,iapec
senior nurses. The labour market of Penang doesuputly enough senior nurses with specific skiflset
and experience as they already have a job or wanbdad. The demand for this group of nurses is huge
among healthcare providers in Penang. Also, derfandnior nurses exceeds supply. The supply aftfre
graduates on annually basis does not fulfil industreds. This shortage of nurses could not be stgupo
by JobStreet. However, this was in line with expohs since many of the interviewees indicatetttiey
rarely used JobStreet for advertising vacancies.

Aside from shortages, it was stated that freshugtes lack quality. Most of them lack English
proficiency skills, which are crucial while commauating with foreign patients. Furthermore, manglre

graduates miss attitude and passion to work assenu
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Healthcare providers are as a consequence ofhkittages forced to hire fresh graduates and train
them first. Within the Penang healthcare Industgyentist Hospital provides upskilling programsitis
nursing college. They offer a 15-month conversimygpmam to convert the existing nursing aides ttstest
nurses. Healthcare providers acknowledged that éxéting nurses attend these upskilling programs
order to upgrade their skills. Skill gaps existinghe workforce of healthcare providers are targé extent
related to soft skills such as interpersonal skilBnmunication skills and interpersonal skillso$é skills
are regarded as important because nurses spehdfailoe with patients. Also, the English profiny
skills turn out to be insufficient. Poor levelsiifiglish affect the ability to communicate in a pogvay
and negatively influences the exchange of thougtitideas with doctors and patients.

Recommendations obtained from interviews aim ta@wae industry challenges and experienced
skill shortages and skill deficiencies. First df e quality of nursing education has to imprdv&s argued
that nursing education should not be carried owt bsoad range of institutions. This widespreaaus$ing
courses across all kinds of institutions negatiedlgcts the quality standards for nursing. Centpialified
institutions should provide nursing education iadteFurthermore, government should allow healthcare
providers to attract foreign nurses to fill up (Blshortages (e.g. Philippines). According to imtewees
this improves the quality of medical care signifitg and makes Penang’s healthcare providers more
competitive. To realize growth of foreign patieritsalthcare providers in Penang should enter neketsa
With help of the state government Penang shoufittraoted as a healthcare hub providing quality oadi

care for reasonable prices.
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7.2. Professional Business Services

FIGURE 7.2 Characteristics of the professional business sesvindustry

Industry overview Industry trends & challenges:

- The professional business service industr| - The industry for professional business
a competitive industry. services is growing in Penang.

- To a large extent the industry is supportin{ - High levels of competition from other
the manufacturing sector. business services orientated regions.
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Skill situation and talent issues Key recommendations
- Overall easy to find graduates, only they | - More focus on soft skills in education.

lack quality. - Place marketing for Penang to increase the
- Fresh graduates are not prepared to carry attraction of companies.
business activities.

- Skill needs: Specific hard skills.

Source: Own draft, 2016

The professional business service industry expeerhigh levels of growth over the last two
decades. The industry consists of more than 20@anres that carry out various activities such afitizng,
accounting, taxation, recruitment and consultingg&ther with the manufacturing sector the business
service industry is one of the major contributar®enang’s GDP. Certain parts of the industry acef
high levels of competition others face competitioa lesser extent. Recruitment firms stated #auiting
is a lucrative business but at the same time a etitiye market. On other hand, consulting agencies
experienced low competition, possibly due to tha fhat they operate in niche markets. The industry
still growing; new types of business services ameried out by companies such as shared service
outsourcing and global business services. Howdvese new services can be carried out on difféegats
and can therefore not always be considered asgsiofeal services. Fitting this industry in the lifgcle
model, it can be argued that the professional legsirservice industry finds itself in a growing mhas

characterized by many entrants and exits of fitmas ¢arry out various activities for different metk The
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variety in activities can also be seen in the wgrid most frequent job titles requested by comesim the

professional business services industry (figurég 7.3

FIGURE 7.3 Most frequently asked job titles within the prefesal business services industry on
JobStreet, Dec. 2015 - June 2016
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Source: Authors analysis of obtained JobStreet,dag&e. 2015 — June 2016

Overall firms in the professional business serviodsistry experience labour and skill shortages
to a lesser extent than other industries. Yegdgine evident from interviews that senior positemgsmore
in demand and are harder to fill than junior posis. This can also be confirmed when looking aSfia®t
data. Figure 7.3 presents the job titles and jditipms that were advertised for two months or bm@.g.
persistent vacancies) which can be an indicatiorhéwd-to-fill job titles and positions. The sizEthe
bubbles indicates how many persistent vacancigs tlere in those titles and positions. It appelas t

persistent vacancies are more concentrated inrgeositions (senior executives and managers).
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FIGURE 7.4 Persistent vacancies posted on JobStreet witlgirptbfessional business services industry,
Dec. 2015 - June 2016
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Furthermore, it became clear from interviews thet hard to find accountants, auditors, recruiters
and consultants at senior and manager level thedgss the right skills (leadership, management and
experience). This can also be supported by thetde#tSlata presented in figure 7.4.

The industry in general experience almost no diffies in attracting talents and fresh graduates.
However, the quality of these fresh graduates aiogrto many is insufficient. Fresh graduates gtk
specific skills, English language skills and sddils such as problem solving skills and commuriarat
skills. Also, fresh graduates’ demands are higlamdigg work conditions and they do not have a séali
view on working life.

During the interviews it became clear that all frwere involved in training programs. It is
important to shape talent to firms’ working praeicas fresh graduates often lack attitude. Thioige
through mentoring and coaching programs. Many fimithin the industry also provide job-specific
training such as accounting and auditing trainirgning in relation to new regulations and sataging.
Also soft skills such as communication and leadprate trained in the industry.

The professional business services industry is iggpwndustry with high levels of competition.

Interviewee’'s recommendations see upon an upgra@eucational institutions in terms of soft skills
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among students. Also it is recommended to incrpbksme marketing for Penang to attract more comganie

to Penang. This will enhance business as profealssanvices highly depend on other industries.

7.3. Hospitality

FIGURE 7.5 Characteristics of the hospitality industry
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Source: Own draft, 2016

The hospitality industry in Penang has grown stgawier the last decades. In 2008, the George
Town area was enlisted as one of the World Heritsiges which positively affected tourism. As a
consequence, the number of tourists visiting Pef@ergased. An indicator for increasing tourisnthis
number of international passengers that arrivééeénang airport, in the period 2007-2015 the nurober
international passengers increased with more tBgmercent (from 1,469,938 international passenigers
2,524,449 passengers). The effect of increasingstauhas a positive effect on the hospitality irdys
This effect can be measured by the growing numbleotels and hotel rooms. Between 2011 and 2014 the
number of hotels increased from 120 to 172 anchtimber hotel rooms from 12,302 to 15,137 (Penang
Institute, 2015). It can be argued that the hobtitandustry in Penang over the last decades redch

mature phase with a certain number of familiar Isotesponsible for the supply of accommodation.
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However, the industry is evolving towards new typédospitality. Within the industry new types of
hospitality start to rise. The traditional hotekperience increased competition from Airbnb andoawing
number of heritage and budget hotels. Accordintpeéoindustry life cycle model; traditional hotelased

in Penang for decades are vulnerable to enter ¢hbinthg phase. New technologies (online booking,
marketing) and increasing levels of competitiomefv types of hospitality force them to change cptxe

On the other hand, increasing numbers of touristisenthe need to change less necessary. Howeven, whe
the number of tourists starts declining problems aecur for industry players that not have adajpted
current developments.

During interviews it became clear that the industges challenges regarding changing guest
behaviour and evolving technologies. Guests haffereit preferences than ten years ago and thedfype
guests varies now more than ever. Nowadays moptg@book their hotel via online booking sites. hder
to be found online hotels have to work on theimidréhrough online marketing. Because they grow, fast
booking sites increasingly start to get controthaf market. Hotels do not anymore control flow oésts
and therefore become more dependent on online hpaiies.

The responses of interviewees as for labour antstlartages and talent issues were varying.
Shortages are experienced to a low extent by %bastdr hotels and to higher extent by 3 star hatets
less. Most shortages are experienced in lower seigjobs and less in higher segment jobs due to the
relative number needed. Hotels attract foreign wrskto overcome shortages in the lower segments. Fo
mid-end and high-end jobs, the quantity of freskdgates is available in Penang. In addition, theuarn
of vacancies found in the hospitality industry obStreet was very low. However, this may also betdu
way JobStreet is used by the hospitality industrgny interviewees also stated that they do not make
of JobStreet extensively. Following this, almosha@ersistent vacancies were found in this industry
JobStreet for the period Dec. 2015 — June 2016.

Although the hospitality industry does not facemfitative shortages, yet again, the quality oftires
graduates is lacking. During interviews it wasediaihat many graduates miss the motivation antdichéti

to work in a hotel. Also expectations of fresh graigs are misplaced. They expect to be a manager af
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half a year and have high salary demands. Also limye the hotel industry to work in more financial
attractive industries. Shortages for high-qualifieditions experienced by hotels include techngiahefs,
managers (F&B, Front office) and marketers. Ovétadlhard to find high-qualified people with exjence
because of high level of competition between inyystayers.

Within the hospitality industry interviewed firm# provide training to their workforce. Guests are
top priority and therefore soft skills are very ionfant. Skill gaps experienced by firms mainly ud#g soft
skills such as communication and customer-handikills and also motivation and passion. As to skill
gaps for certain positions, management skills fanagers, culinary skills for chefs and customedtiag
for front office employees can be improved. Alléntiewed firms provide both internal and external
training to their employees. Internal training aftacludes mentoring programs and training of shifs.
External programs mainly consist of online coursdsch focus on hotel practices and safety training

From the interviews it could be observed that thepiitality industry will be running as long tousist
keep coming. Recommendations of interviewees tefére city branding of Penang. The state governmen
should improve Penang as a brand. The numberagtdiights to and from Penang airport can be iaseel
to enhance the number of tourists. Also, state igouent can contribute to quality of life in Pendng
organizing festivals and maintaining the culturaritage site. According to interviewees education
institutions have to prepare students on whatlikésto work in a hotel. Students have to reattzt they

have to work hard and in order to get promotioty tieve to prove themselves over a longer peridiine.
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7.4. Medical Devices

FIGURE 7.6 Characteristics of the medical devices industry

Industry overview Industry trends & challenges
- Globally the market size of medical device - The medical devices industry is relatively
industry is growing. new and growing.
- The industry is characterized by a few lar¢ - Moving towards high-end technology and
MNC's. high value products.
- Penang most productive per company. - Stricter regulations.

- R&D activities still located in headquarter.

Medical devices

Skill situation and talent issues Key recommendations

- Insufficient manpower, lack of graduates. | - Better co-operation between universities and
industry.

- Longer internships for students and more
industry specific courses.

- Higher salaries and career opportunities};r
employees.

Source: Own draft, 2016

- Lack of skilled graduates.
- Lack of Soft skills

The medical devices industry is relatively youngPenang. The industry consists of around 40
firms and is home to some key medical devices nzantufers that have a lot of experience and are
responsible for a large share of the output. (BuBr St. Jude Medical and Agilent Technologiesdb@lly
the market for medical devices is growing and sesdbe industry in Penang. The Penang medical e&vic
industry is upgrading its activities towards moighkend technologies and areas such as orthopaeaulics
digital imaging devices. However, the main activigrried out in this industry is still labour intve
manufacturing. Also, this industry is heavily intex$in, for example in 2009 the industry facedithest
investments each valued at more than RM 100 millidmtchinson & Saravanamuttu, 2012). To a large
extent the industry composition and characterist@sesponds with the growth phase in the indugey
cycle, characterized by evolving technologies witiny firms that start to experience a ‘shake cotgss’
and a high number of investments. Because many [&N@r the last decade settled down in Penang it is

expected that this shake out process will not hmenpresence of MNC'’s as they already have more
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experience in this industry, carefully decided ¢mate in Penang and possess the resources to face
competition.

Unfortunately, a lot of R&D activities are stilldated in the headquarters of MNC's. Therefore, a
lack of R&D activities exists in this industry. Flaermore, stricter regulations for registratiordef/ices
make it harder for companies to carry out actigiiie Penang. These regulations aim to increasentati
safety but complicate firms’ operations. Also ertbgrriers for new companies’ increase (Hutchinson &
Saravanamuttu, 2012).

During interviews with MNC's it became clear thiaetmedical device industry experiences a lack
of skilled technicians and professionals such gineers and managers. Looking at JobStreet dafmseup
this finding. The data shows that that especiallgimeers (in all job positions) and techniciansj(imior
executive positions) show vacancies which are pdstea longer period of time (two months and lange

(figure 7.7). This could be an indication of haodfill job titles and positions.

FIGURE 7.7 Persistent vacancies posted on JobStreet witl@mtbdical devices industry, Dec. 2015 -

June 2016
Senior executive 11
s
S
£
i Junior executive S 9)
=2
S
=
Entry-level 1
Engineer Technician

Job title

Source: Authors analysis of obtained JobStreet,da&z. 2015 — June 2016
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Especially, hard specific skills such as knowledgehigh technology medical equipment and
machine handling skills are not sufficient avai&alil Penang’s labour market. These skills are attor
companies in order to move up the value chain. Atdorned out that fresh graduates do not poshess
skills to start carrying out firm activities. Acabing to employers they lack specific hard skilksctinical
skills/lknowledge), English skills and soft skillapplicants that possess skills asked for are oty
demanding or choose to work in a different industry

MNC'’s interviewed provide training to employees dref entering the company and after that on
regular basis. Applicants often do not possessige skill-set to start carrying out firm activés. Skill
gaps that exist within firms see mainly upon a latkEnglish skills, communication and problem sotyi
skills and specific technical skills. The Englissmnguage proficiency is, as outlined before, aneissu
experienced by many industries. This especiallyliapdor fresh graduates as the level of English in
universities, as shown before, has considerablpgd. Entry-level graduates do not possess tedhnica
skills such as machine handling and understandingerations.

To overcome challenges interviewed persons canwthpseveral recommendations. First of all,
they emphasize that the link between industry amdeusities should improve. Increasing coordination
could resolve talent issues and skill shortageis ddn be realized through longer internships adifgimg
the syllabus conform industry skill needs. Firmentiselves can provide better wages and career
opportunities to overcome talent and skills shatad his makes it more attractive for future stusi¢n
study technical courses. A large part of firms’ gpetis spent on training investments. However, luaee
to realise that these technical skills are quita pecific and therefore it is difficult to teatttem in higher

education institutions already.
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7.5. Electrical and Electronics Industry

FIGURE 7.8 Characteristics of the electrical and electroniedustry

Industry overview Industry trends & challenges
- The E&E great contributer to Penang's - Moving up the value chain to high-value
GDP. activities (R&D, Design & Development).
- Mature phase (long history). - High levels of competition.
- MNC's. - Low tech activities are declining

‘ Electrical and

’ Electronics

L
Skill situation and talent issues Key recommendations
- ThI? indl|JSty faces difficulties recruiting | - More and longer internships for students.
quallty talent. - _ - Better collaboration between universities
- Lack of specific hard skills. and industries as for industry demands and
- Pre-training. preparedness of students.

Source: Own draft, 2016

The electrical and electronics industry (E&E) isnain contributor to Penang’s manufacturing
sector. As mentioned in chapter three the manufiagtsector is next to the service sector resptm$i
Penang’s GDP. The E&E industry has a long historfipénang since E&E firms started to establishén th
earlier 1970s. The industry in Penang consistsheffollowing sub-industries: Industrial electronics
semiconductors, computer hardware, consumer etéctrodata-/telecommunication, opto-electronics,
Light Emitting Diodes (LEDs), magnetic optical redimg and Electrical Manufacturing Services (EMS).
Over the last four decades’ activities within tmelustry have evolved from low-tech manufacturing
activities towards more high-tech manufacturingvit@s. It can be argued that the E&E industry has
reached a mature phase in the industry life cydtl varge MNC's carrying out activities that are
characterized by economies of scales. The indis&yperiencing high levels of competition fromarth
Asian countries. Already, to some extent low-tecinaofacturing activities have moved to low-income

countries. Therefore, it is important that firmsHenang's E&E industry keep upgrading to high-value
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added activities such as R&D and design & develapméthey do not, the E&E industry might enter a

declining phase.

In order to enhance attracting high-value addediies towards Penang it is important that
enough talent is available in the labour markettiizan contribute to these activities. As becomaieat
from figure 7.9, the most frequently asked joketitbosted by companies (in the E&E sector) on JebSt

are engineers and technicians.

FIGURE 7.9 Most frequently asked job titles within the elmetk and electronics industry on JobStreet,
Dec. 2015 - June 2016
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Source: Authors analysis of obtained JobStreet,dag. 2015 — June 2016

In order to meet this demand, different initiativesch as CREST (Collaborative Research in
Engineering, Science and Technology) aim to sugpteht development and match talent to positians i
the E&E industry. Yet, upgrading into high-valuedad activities seems difficult as the supply oémtalis
insufficient. Figure 7.9 points out that the masiguently asked job titles (engineers and techmiian
vacancies also seems to be open for a considdeeigyime. Companies within the E&E industry adigert
most persistent vacancies for engineers and tdaehsion JobStreet, especially for senior executive
positions (figure 7.10). Persistent vacancies caticate that these positions are hard-to-fill. Tisis

supported by interviews with different companiesclibstated that there is especially a lack of eleadt
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engineers in R&D engineering and product develogreagineering which is problematic for upgrading

the industry.

FIGURE 7.10Persistent vacancies posted on JobStreet witldrelbctrical and electronics industry,
Dec. 2015 - June 2016
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Source: Authors analysis of obtained JobStreet,dag. 2015 — June 2016

Next to that, the labour market lacks well-traimed skilled talent. During interviews it turned out
that fresh graduates often lack hard skills; bestbnical skills, computer science skills and dipebiard
skills: programming, engineering (chemical, progedssign skills and process development skillsgh
that possess the right skillset are likely to goifdernational opportunities, as there exists dwitle
demand for technical engineers.

Before fresh graduates start to carry out actiwitiethe company they undergo a training period
where hard and specific hard skills are trainedll §&ps identified during interviews with firmsdhude
specific hard skills such as technical skills ams$ign skills and soft skills like problem solvingda
interpersonal skills. Training is provided by élhis interviewed and to a large extent exists ltrnally
and externally. Both see mainly upon technicahtraj. Important external training providers are ESD

(public) and Dream catcher consultants (private).
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In order to overcome industry challenges diffesmititions were put forward. Because high-value
activities within firms require specific hard skilit is proposed to intensify internships of studeifhis
enables them to become more familiar with induatiy firm working practices. Also education insfitns
(universities) and firms active in the industry slibincrease co-operations to enhance the prepessad
fresh graduates. As said before, one has to retligethese technical skills are quite firm speciid

several education institutions stated that theyedrpce several difficulties in learning those Iskil

demanded by the industry.

Semiconductor industry

A large sub-industry within the E&E industry is tbemiconductor industry. This industry includes
some large MNC's that carry out technically advahaetivities. As mentioned in chapter 3, over thet |
decades simple assembly operations evolved intevaue added activities such as design & developme

of products and R&D. In the semiconductor industifferent activities of key players can be idewiifi

(table 7.1).
TABLE 7.1 Firms active in the semiconductor industry
Company Activities
1. Osram » Development and manufacturing of Light-Emitting Bés (LEDS)

» LED package development
» LED wafer fabrication
2. Intel e |IC test development
» |IC package development
Lumileds lighting » Development and manufacturing of Light-Emitting Bés (LEDs)

Globetronics e Manufacturing of Light-Emitting Diodes (LEDs)

Various MNC's that have carried out activities lire tsemiconductor industry left Penang because
other regions where more attractive in respectabmur costs (e.g. Fairchild). Yet, MNCs stated a&bov
decided to upgrade their activities towards higreue added activities. For these firms it is difft to
leave Penang as operations are highly integratadn® an interview with Osram it became clear that
design & development and production regarding L&E&2ts are closely linked. Therefore, their producti

operations cannot simply move to low-cost countfiée knowledge intensive operations these companie
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carry out require high levels of human capitalifterviews with participants it was mentioned tts
supply of technicians and engineers is insufficiémtorder to continue the evolution of activitisns
need employees with specific skills such as: IGigleng, programming, software developing and
engineering (e.g. product and process) skills.

The absence of these kinds of skills in the Perdabgur market makes it harder for firms to
upgrade activities subsequently. As a consequdinaes might lose authority and mandate to carry out
certain activities. This became clear in an inmivith Intel. The Penang branch of Intel is slomlgving
away from activities as for the production of sesniductors. In 2001 Intel cut off a large part &f it
production operations. Although these operationgeh@ be qualified as low-end it discourages the
evolution into more value added activities. Instbadl decided to implement SSO activities that moake
up one third of the activities carried out in trenBng branch. Developments like these should benizig
to Penang’'s State Government. SSO activities asdyemansferable to other branches of companies
worldwide. The ecosystem that is created over decadgarding the semiconductor industry is one of
Penang’s unique selling points. In order to rethis quality Penang should undertake action ineesio

the supply and quality of talents available.

7.6. Concluding Remarks

Based on the in-depth analysis of the above fidastries different conclusions can be drawn. First
of all, firms in all industries need employees wéttperience at senior or managerial level. For@alhe
these positions supply is lacking. Second, somesimigés face skill shortages and talent issuegjieater
extent than others. According to literature skdlortages are occupation and industry specific (MAC
2008). Industries active in the service sectordnagal face less difficulties filling up positiooempared
to industries in the manufacturing sector. For exanthe professional business services, hospitatit
the healthcare industry do not experience big reoent challenges compared to the E&E and medical
devices industry. For a large part this can be amptl by the supply of fresh graduates and the

attractiveness of firms within certain industrids outlined before, students nowadays prefer social
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economic studies over technical studies. As a cpresece, the supply of fresh graduates is lager for
industries in the service sector than for industiiethe manufacturing sector. Another factor ieflaing

the supply of labour is attractiveness of industries mentioned in chapter two, employees arecittrizto
certain firms and industries (Turban et all, 2001)e professional business industry is such aaditve
industry because it consists of firms with statDel¢itte, KPMG etc.) which offer attractive working
conditions. During an interview with PwC (PricewdieuseCoopers) it was acknowledged that firms
within the professional business services indusaye the image of a vibrant industry where pronmotio
and salary raises are very common. These factfioeimte employees’ preferences. On the other remd,
industry within the service sector such as thetheate industry does not possess this vibrant imébigh
salaries and famous firm brand names. By intervéswewas stated that fresh graduates feel lessctet

to industries in the manufacturing, because thess@ss a more ‘boring’ image. Being a technician or
engineer is not considered as ‘sexy’. Also, witthia manufacturing sector itself, certain firms diswe
higher levels of attractiveness than others, thé cleapter will elaborate further on these differen A
third factor that can explain that services indastface lower levels of skill shortages and taigsues can
be explained by transferable hard and soft sKilisring an interview with a recruitment firm it was
mentioned that for consultancy positions withinfima an employee with specific industry knowledoed
soft skills was preferred. High-qualified employdesn the E&E industry were attracted to improve th
industry knowledge base of the internal labour dor§o, in attracting skilled labour, firms withihet
professional business services industry also atbour from the manufacturing sector. Specifutustry
knowledge of employees working in the E&E industsyessential for consultancy agencies to be
competitive. At the same time, it is less likelatlirms in the E&E industry attract consultantsnfr the
service sector to fill up shortages in engineeririgerefore, it is easier for certain industrieattoact labour

as a wider variety of skill sets can be of valuentindustries which are heavily reliant on indusipgcific
skills. In literature it is argued that especialiytight labour market labour mobility between isthies is

higher for jobs that are skill-related. Skill reddhess can stimulate mobility between certain
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industries/occupations and can be determined baseross-industry labour flows (Wixe & Andersson,
2015). Therefore, expectation eight, as statediagraph 3.4, is confirmed.

A third finding concerns the importance of differdgpe of skills across industries. Firms
experience different skill gaps and needs acrdéreint industries. In literature it is indeed acthedged
that skill gaps differ across industries (Lindo&f)11). Findings in this study show that industriéthin
the service sector are to a large extent reliandadhskills compared to industries in the manufeng
sector where specific hard skills are more impdrtBar example, health care providers need nurbes w
possess soft skills that are of great importang@awiding medical care. In the business serviodgstry
skills gaps are mainly experienced for soft skilish as communication, customer handling and Ishgter
On the other hand, skill gaps in the E&E and mddieaices industry are more related to specifiadhar
skills such as technical skills and different kafe&tngineering skills. This is in accordance witliterature.

In paragraph 2.3 it is acknowledged that servidéviies contain higher levels of heterogeneityrtha
products manufactured in the E&E industry. Themf@mployees in service sectors are more dependent
on the soft skills than employees in manufactuiimystries (Buckley, 1992). Also employees in smvi
industries are more in contact with clients tharplelyees in manufacturing industries, which requires

mainly soft skills.
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8. Conclusion and Recommendations

This study focuses on the labour market of Pen@ihg.aim is to find out whether Penang and its
businesses possess the right level of human capitabke the transition out of the middle-inconagptr

into a high-income economy. Subsequently, the alg research question was formulated:

To what extent does the state of Penang and itsifesses possess the right level of human
capital, and can they contribute to make the trati@n out of the middle-income-trap into a high-

income economy?

Over the last decades’ low-tech manufacturing digs/of firms in Penang started to diversify into
higher value-added activities such as R&D and deaigl development. Besides the evolution of a@kvit
in the traditional manufacturing sector, firms ither industries started to settle down in Penamjtan
carry out knowledge intensive activities (SSO atidig, professional business services etc.). Irerotd
carry out activities firms need right levels of hamcapital. An important aspect of human capitéhien
skills of employees. The right skillset of emplogeletermines, to a great extent, the performanties.

As mentioned before, the labour market of Penangeiwed on three different levels; macro-,
micro- and meso-level. Therefore, this study answhe research question from three different petasges.
Alongside this trichotomy, different sub-questiomsre formulated and together constitute an answer t

the research question. The corresponding sub-guesiire presented and answered below.

Macro-perspective
1. How can the current labour market dynamics/condgian Penang best be described?
Do there exist skills shortages in the Penang lalmarket?

What are the types of skills that are high in dedhanthe Penang labour market?

o woDN

Do particular compartments within the regional eoary experience labour and/or skills
shortages to a larger extent than others?

From a macro-perspective it has to be stated tleaPenang labour market can be characterized as
an overall constrained labour market where demaitgtrips supply and labour shortages exist. Shestag

in low qualified labour are for a great part solmdthe use of migrant labour.
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The supply of high-qualified labour has been grapéteadily over the past decade. At the same
time, demand remains high and firms are not abléllitaip all their high-qualified vacant positions,
indicating a labour shortage for high-qualifieddab This shortage seems to be exacerbated byesever
brain drain, which can be considered as a serlmest to make the transition to a high-income eogno
Whereas talent migrates overseas for better jobroymities, remaining talents appear to have diffies
finding a job given the high unemployment rate aghgraduates and youth. This seems to be the @&sult
low employability, wrong fields of study and attiel It appears that in addition to labour shortaiss
gualitative shortages exist due to skill deficiesciespecially soft- and specific hard skills aeking
among employees. At the same time, it becomes mtvithat precisely these types of skills are most
requested in vacancies advertised by companiesnwitithe scope of this study. As a consequenee, th
Penang labour market is not only characterizechbgur- but also skills shortages.

Some firms experience shortages to a greater etttant others. Within the regional economy
different compartments can be identified each dtareed by a different retention and attractiotabbur.

It becomes evident that large MNCs are considesedreferred employers among employees due to a
pealing brand, higher wages and better benefigsedf Therefore, labour tends to flow towards thasds

of companies putting them in a rather luxuriousitims Although they absorb most of the talentshivit

the market their (mainly quantitative) needs aitersit fully meet. Therefore, MNC'’s also look ftalent
from abroad. This is also due to a lack of quaditg skills supplied to them.

As a consequence of high attractiveness and upnwavement of employees, issues occur in other
compartments, especially in a constrained labourketacharacterized by shortages and high labour
mobility. Since SMEs cannot compete with wages lzenkfits provided by MNCs they are less preferred
employers. Therefore, these companies experiehoeilaand skills shortages to a larger extent than t
preferred employers. They are mainly dependentlefh dver’ employees that could not get a job in a
preferred company which forces them to lower higtendards and employ people that do not meet their
requirements. These employees require a lot ofitrgiand once they finally reach a certain leveffien

happens that they get poached by bigger firms.
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Micro-perspective

5. Do firms experience skill gaps and shortages?

6. What (recruitment) strategies do firms apply toroceene possible skills shortages?

From a micro-perspective, this study shows thattnfibms, although to different extents,
experience skill shortages and skill gaps. Manmdirare not able to fill up all their vacant posito
especially senior and manager positions. Occupattbat turn out to be most hard to fill relate to
professionals and manager positions. Technicalifl@s in engineering and programming are high in
demand. Following this, skill shortages experienibgdirms mainly relate to specific hard skills buas
IT skills (HTML, CAD), design skills (IC design) drengineering skills (software, electrical). Furthere,
job-titles such as nurses (soft skills) and tedanie (specific hard skills) are in high demandat&igies
applied by firms to overcome these skills shortagaily see upon retaining strategies: offeringaier
benefits and providing career opportunities. Alsaler hiring is a commonly used strategy. To a lesse
extent labour poaching strategies are applied ¢somme skill shortages. As for skill gaps the foilog is
observed: Skill gaps within firms exist mainly basa of a lack in soft skills and specific hardIskilThese
soft skills include communication, problem solvirgeative thinking and leadership skills. Spedifard
skills see upon industry knowledge and firm and gplecific skills such as technical skills. In order
overcome skills gaps firms provide training. Tramis provided internally and often externally asllw
Also the re-allocation of employees and an increafssupervision are used to mitigate skill gaps.
Experienced gaps and shortages hinder firms upggakeir activities and technologies. It is therefeery
important that the quality and supply of fresh giaes improves. If this does not happen companis m
decide to move their activities to establishmentdifferent regions that do possess right levelsuwhan
capital.

Concluding, activities of firms within the Penarapbur market are evolving into higher value-
added activities. While firms in established indiest such as the E&E and healthcare industry uggrad
towards more knowledge intensive activities, fiimsew industries (e.g. medical devices, Sharedser

outsourcing) started to settle down. At first habhdeems that Penang indeed is moving into a lnigbme
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economy. However, this study found out that a hun@pital gap exists. At three different perspedtie

is demonstrated that skill shortages exist in theaRg labour market. Also skill gaps are experiérne
firms across industries. This means that both tletity and quality of talent have to improve idlerto
move towards a high-income economy. Up to this tpdinms in Penang received right levels of human
capital that enabled them to upgrade their aotiwitand firms across promising industries perceived
opportunities to continue exploiting competenceswelver, in order to continue this process higheelke

of human capital are needed. To realize this, Renaads more competent graduates that are abéerio ¢
out these activities. The root of success is edutatowever, the quality of education throughotitole
Malaysia is not sufficient. The results in thisdstshow that both the quantity and quality of gitds are
not meeting the requirements. Collective actiomfieey players is required to improve both the gityant
and quality of talent. The next paragraph will ppe@ recommendations in respect to talent avaikainde

the upgrading of Penang’s economy to continue ngatkia transition into a high-income economy.
Meso-perspective
7. To what extent do firms in different industriesexgnce skills gaps/deficiencies and shortages?

At industry level a in-depth-analysis has beeniedrout for five industries that largely contribute
to Penang’s economy. Experienced skill shortagdgjaps indeed differ across industries. Howeveipse
and managerial positions are in demand acrossdlkiries. Skill shortages are especially expeeidriic
manufacturing industries. This is mainly due toiamatch of supply and demand regarding engineering
occupations. Fresh graduates in these industriéssigecific hard skills and sometimes even harliisski
However, skill needs of firms within these indussriare often firm specific and therefore hard ttalght
by educational institutions. Findings in this stugyeal that firms within service industries expades
labour and skills shortages to a lesser extentsdhedustries have less difficulty acquiring thghti
numbers of fresh graduates since more studentsetf@ds of study that enables them to work irs¢he
industries. Besides that, it is easier for thepe ©f industries to attract labour from other irtdas since

required skill-sets are less specific. Still thaliy of supply is insufficient. Fresh graduateskdaoft skills
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such as communication, and problem solving. Molentaissues exist regarding the skills-set of fresh
graduates as for attitude, passion and motivabdficulties regarding attitude are evident inialilustries,
it is hard to find candidates that have the rigtitale, true passion and are highly motivatedsTbblem,

for a large part, can be attributed to charactesisif Gen-Y.

8.1. Recommendations in addition to current initiativesand training infrastructure

Both the State government of Penang and the fedesadrnment of Malaysia are aware of the
challenges regarding the quantity and quality ¢érntaavailable and the existing human capital gap.
Different measures already have been implemented."Returning Experts Programme” (REP) was set
up in 2001 to address the issue of brain drain20dl the government formed a new organization
responsible for (re)attracting high-qualified lahoknown as TalentCorp. Since then, TalentCorp
succeeded in doubling the numbers of returningtal€2,500) than in the ten years before. Howethés,
number is only a fraction compared to the numbetatént that leaves the country (see table 5.1).
Furthermore, existing organizations, such as Pe&kilted Development Center (PSDC) established in
1989, expended their programs in order to impréilésof employees across firms.

In addition to these initiatives of Penang StatevéBoment, companies within industries have
joined forces to overcome skills deficiencies. Egample, the Federation of Malaysian Manufacturers
(FMM, Penang branch), which represents over 30Qufaaturing, companies in Penang. As their website
state:"Today, as the largest private sector economic oigation in Malaysia representing over 2,800
manufacturing and industrial service companiesarfing sizes, the FMM is the officially recogniset
acknowledged voice of the industryPFMM, 2016). The FMM not only represents, but gisovides all
kinds of training to their members.

Aside from State Government and industry initisgivearious private training institutions/firms
have emerged in the past years. These businessédepa variety of external training programmegiag

from soft- to specific hard skills to firms. Forample, Dreamcatcher provides very specific trairtmg
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engineers in various companies within the manufamjundustry. Another example is a company called
Xtrategize, which, among others, provides trairfimgsoft skills.

Despite these various initiatives the human cagaplremains. Coordination between all initiatives
seems to be lacking and everyone aims to addressdvn problems instead of working together to
overcome the bigger challenge. Next to that, asoiufiti measures have to be taken in order to bridge t
human capital gap. During interviews, many respatalmade suggestions regarding the improvement of
education within Penang and actions Penang Stater@Gment should undertake. According to respondents
universities must update their syllabuses to ingudgmands. Also, it was proposed to teach stucsiits
that are industry related, extend the duratiomtdrnships and intensify relationship between itriks
and educational institutions. Furthermore, respotsdl@mphasized that universities should focus on
English and soft skills more instead of hard skiRespondents do know however that Penang state
government does not have authority on educatiotensaias this under Federal Government’s control.

Yet, Penang State Government can undertake adfiost. of all, Penang can try to become a
regional education hub by attracting branches ddifm universities. As a consequence, studentsotlo n
have to go overseas in order to obtain an inteynatirecognized degree. This could mitigate thflamut
of Malaysian students leaving the country and floeeethe quantity of students available will ingea
Also the quality of education is expected to béhbigas these branches have their own educatiorodgeth
and are not bound to decisions made at federdl lds@ consequence, the quality of students wifiriove.
Also, these foreign branches might attract foré@dent to Penang.

Second, the State Government can function as ietiary improving the industry-universities
linkages. Especially in respect to the E&E industsy this niche market contributes significantly to
Penang’s economy. Students should become moreidamiith this industry by gaining first-hand
experiences and more intensive internships.

Third, Penang State Government should keep tryrajversify its economy (e.g. move towards
SSO industries and professional business senhiagésan support the manufacturing industry). Thakes

the region less vulnerable to so called industnpcks’. At the same time, it should focus and impris
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niche markets within the E&E industry, (medicaljutiem and medical devices as they are unique, and
provides competitive advantages, over other regionsooperation with private universities (as theye
more authority compared to public universities&tgovernment should encourage universities toigeov
more industry related courses. The developmentarérimdustry-relevant courses enable studentster en
the workforce more prepared which makes it momaetitze for firms to keep carrying out their adiies
in Penang. Firms might receive more mandates ty cat knowledge-intensive activities because ghhi
quality talent. Furthermore, educational institaioshould be encouraged by the State Government to
provide training for students to master English eochmunication skills, thereby providing studentghw
the ability to acquire further industry knowledgeveell as to function effectively in modern indysithere
English-language skills, human interaction skitis erucial.

Lastly, PSDC should continue to improve its irtdus¢raining of employees by focussing on a
wider range of skills. Besides engineering skitlshould focus on skills relevant for higher-legekvices

so that the workforce in the Penang state pos&édisstiat are asked by industries in a globalinextid.
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10. Appendices

10.1. Appendix A: Key industries

TABLE 10.1List of key industries selected for this study

Electronics and electronical industry

Industry code

1.  Industrial electronics 01
2. Semi-conductor devices 02
3.  Computer (hardware, including components) 03
4.  Consumer electronics, including gaming devices @ther video 04
5. Data-/telecommunication and IT products (hareyar 05
6. Opto-electronics & LED 06
7.  Magnetic and Optical Recording/Storage Mediheptigital storage 07
8.  Electronic Manufacturing Services (EMS) 08
9.  Precision engineering/Tooling/Tool and Die 10
10. Automation 11
11. Bio-pharma/pharmaceutical 20
12. Aerospace components/parts 30
Bio/Agro/Life-sciences Industry code
13. Biotechnology 50
14. Life-sciences/medical devices 51
Creative industry Industry code
15. Info tech (information and communication) and |@¥cluding software design and 20
production
16. Multimedia production (including film, animatipcomputer games) 41
17. Advertising, graphic design, media/web design 42
Services Industry code
18. Professional business services (KIBS) 61
19. Shared services (SSO/Global Business Services) 62
20. Hospitality services 63
21. Health care (facilitating medical tourism) 64
22. Education services 65
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10.2. Appendix B: Topic list recruitment firms

1)
2)

3)

4)

5)

6)

7

1

2)

3)

4)

General questions
Can you describe your current function and positiithin this company?
How long have you been working for this organisa®io
Can you give a description of the core activityto§ company?
a) Are your services specialized in particular indest?
What kind of companies and or recruit anent doyainly cater for?
How many clients (e.g. job seekers) are there ryuglgistered at your company?
a) What are the characteristics of these clients (wHatation level, specific sectors? Etc.)
Are most of your clients (employees) currently eoypd or unemployed?
a) If employed, are they a client of your company heseathey are looking for a better (paid) job?
b) If yes, what job positions do they have?
What are possible search functions for your cofgochents?
Penang Labour Market
What is your view on the current status of the Rgriabour market?
a) Do you believe Penang has a constrained labourengelg. is there enough supply for the current
demand)?
i) If yes, why do you think so? Do you have evidencks @ based on your own experience?
Do you have a lot of contact with the companies #ra linked to your firm (with HR manager or
departments for example?)
Do you hear companies often having troubles findiegright type of labour in Penang?
a) Ifyes, is it the number of available workers tisahe problem or the qualifications that are lagii
Are there specific types of companies (MCNs or SMiRat have bigger problems finding the right

people than other companies?
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5) Are there common skills or certain occupations & always hard to find in the Penang labour
market?
a) If yes, what type of skills and/or occupations?

6) Are there specific types of companies preferredragremployees?
a) If yes, which type and why?

7) Do companies have particular vacancies they alvkagp open for applicants? (e.g. hard-to-fill-
vacancies)

8) In what industries do firms experience most prolsidimding skilled workers?

9) Is there a specific type of vacancies that comaaitvertise the most?

10) Do you think firms have lowered their standardsestations and hire under skilled employees?

11) What are strategies of firms for recruiting people?

12) What are strategies of employees/jobseekers tonkmd (better) jobs?
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10.4. Appendix C: Advanced search on JobStreet

Step 1 Select location

Location - Where do you want to work?

Please select locations ‘

Your Selection: Penang

Step 2 Select job specializations

Accounting/Finance

= | Audit & Taxation

<+ v Banking/Financial

< v/ Corporate Finance/Investment
< v General/Cost Accounting

Admin/Human Resources
| Clerical/Administrative
+ Human Resources
¥| Secretarial
¥ Top Management

Arts/Media/Communications
<+ v/ Advertising
< ¥/ Arts/Creative Design
Entertainment
¥ Public Relations

Computer/Information Technology
! IT - Hardware

+ v IT - Network/Sys/DB Admin

+ v IT - Software

Education/Training
== v! Education
¥ Training & Dev.
Engineering
¥ Chemical Engineering
<+ vI Electrical Engineering
< v| Electronics Engineering
! Environmental Engineering
¥ Industrial Engineering
<+ v| Mechanical/Automotive Engineering
+ || Oil/Gas Engineering
\#! Other Engineering

Healthcare
¥ Doctor/Diagnosis
¥ Pharmacy
= ! Nurse/Medical Support

Hotel/Restaurant
<+ || Food/Beverage/Restaurant
< v Hotel/Tourism

Manufacturing
<+ ¥ Maintenance
< ¥ Manufacturing
¢! Process Design & Control
< || Purchasing/Material Mgmt
I#] Quality Assurance

Sales/Marketing
Sales - Corporate
Marketing/Business Dev
Merchandising
Retail Sales
Sales - Eng/Tech/IT
Sales - Financial Services
Telesales/Telemarketing

Sciences

¥ Actuarial/Statistics
Agriculture

¥ Aviation

|¥| Biotechnology

¢! Chemistry

¢! Food Tech/Nutritionist

l#! Geology/Geophysics

¥ Science & Technology

Services

¥| Security/Armed Forces

I#| Customer Service

I#! Logistics/Supply Chain
+ v/ Law/Legal Services
= | | Personal Care

Social Services
¢! Tech & Helpdesk Support

Others

4 [ | General Work
Journalist/Editors
Publishing
Others

197
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Step 3 Select position levels

Position Level

#| Senior Manager #| Senior Executive #| Fresh/Entry Level
¥ Manager ¥ Junior Executive Non-Executive

= Hide Job Type, Years of Experience & More...

Step 4 Select type of contract

Job Type
#| Full Time/Contract #| Part Time/Temporary Internship

Step 5 Select all the jobs posted since

Job posted since

o All 1 day ago 3 days ago 7 days ago 14 days ago

Step 6 Search jobs

Search Jobs

198
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10.5. Appendix D: Obtained characteristics from JobStreetadvertisements

TABLE 10.2Vacancy characteristics collected from JobStrekteatisements

Vacancy characteristics

Description Code

1. Date advertised

DD/MM/YYYY -

Closing date

DD/MM/YYYY -

3. Job position

Senior manager SMAN

Manager MAN

Senior executive SEXE

4, Job title

5. Industry

Accounting/Audit/Tax Services -

Advertising/Marketing/Promotion/PR

Aerospace/Aviation/Airline

Agricultural/Plantation/Poultry/Fisheries

Apparel

Architectural Services/Interior Designing

Arts/Design/Fashion

Automobile/Automotive Ancillary/Vehicle

Banking/Financial Services

Biotechnology/Pharmaceutical/Clinical research

Call Centre/IT-Enabled Services/BPO

Chemical/Fertilizers/Pesticides

Computer/Information Technology (Hardware)

Computer/Information Technology (Software)

Construction/Building/Engineering

Consulting (Business & Management)

Consulting (IT, Science, Engineering & Technica

)

Consumer Products/FMCG

Education

Electrical & Electronics

Entertainment/Media

Environment/Health/Safety

Exhibitions/Event management/MICE

Food & Beverage/Catering/Restaurant

Gems/Jewellery

General & Wholesale Trading

Government/Defence

Grooming/Beauty/Fitness

Healthcare/Medical

Healthcare/Medical Healthcare/Medical
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Vacancy characteristics

Description

Code

5. Industry

Heavy Industrial/Machinery/Equipment

Hotel/Hospitality

Human Resources Management/Consulting

Insurance

Law/Legal

Manufacturing/Production

Marine/Aquaculture

Mining

NGO

Non-Profit Organisation/Social Services/NGO

QOil/Gas/Petroleum

Others

Polymer/Plastic/Rubber/Tyres

Printing/Publishing

Property/Real estate

R&D

Repair & Maintenance Services

Resources Management/Consulting

Retail/Merchandise

Science & Technology

Security/Law Enforcement

Semiconductor/Wafer Fabrication

Sports

Stockbroking/Securities

Telecommunication

Textiles/Garment

Transportation/Logistics

Travel/Tourism

Utilities/Power

Wood/Fibre/Paper

6. Company name

7. Company size

1-50 employees

SMALL

51-200 employees

SMALL

201-500 employees

MEDIUM

501-1000 employees

MEDIUM

1001-2000 employees

LARGE

2001-5000 employees

LARGE

>5000 employees

LARGE

8. Required educational leve

PhD/Doctor

DO
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Vacancy characteristics Description Code
Master's MD
Bachelor BD
Diploma DI
Certificate CE
Primary school Primary
Higher secondary Secondary
SPM SPM
STPM STPM
Accountancy ACC
Any field ANY
Arts/Creative/Graphics ART
Automotive AUT
Biomedical BIO
Business & Management Administration BMA
Computer science IT COMP
Economics ECO
Education EDU
Electrical/Electronics ELC
Engineering ENG
Finance FIN
Food technology/nutrition FTN
Human Resource Management HRM
ICT ICT
9. Required education field Journalism JOU
Law LAW
Logistics LOG
Mass Communication COM
Medical MED
Multimedia MM
Nursing NUR
Occupational Safety & Health OSH
Pharmacy PHA
Physiotherapy PTY
Psychology PSY
Radiotherapy RAD
Science SCI
Physics SClI
Mathematics SCI
Telecommunication TEL

201
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Vacancy characteristics Description Code
Tourism/hospitality TOU
Zoology Z00
1-2 years JUNIOR
10. Required working experience2-4 years MEDIOR
' >4 years SENIOR
Legislative and regulatory awareness LRA
Economic awareness EC
Basic skills in science and technology TECH
11. Required generic hard skills Environmental awareness ENV
ICT skills/E-skills ICT
English language LAE
Other language LAO
Personal effectiveness PE
Relationship and service RS
12. Required soft skills Impact and influence IS
Achievement skills AS
Cognitive skills CSs
13. Required specific skills ~ Yes/No -
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10.6. Appendix E: Skills taxonomy

For the purpose of classifying skills required abStreet vacancies, this study adopted a skills
taxonomy fromRPIC-ViP (2011). In this taxonomy a distinctiormade between three groups of skills;

soft skills, generic hard skills and specific hakills. Skills can be placed under these groups:

= Soft skills are non-job specific skills that are related tividual ability to operate effectively in the
workplace. Usually they are described as perfactigsferable. The following 22 soft skills can be
identified and divided in five different clusters:

1. Personal effectiveness skillsSelf-control and stress resistance; Self-confiderdexibility;
Creativity; Lifelong learning.These skills reflect some aspects of an individuatiaturity in
relation to himself/herself, to others and to wdrkey are related to performance of an individual
when dealing with environmental pressures andadliftiies.

2. Relationship and service skillsinterpersonal understanding; Customer orientati@woperation
with others; CommunicatioThese skills enable people to understand the nafeakhers and to
cooperate with them. Communication skills are lohke all clusters and they are included in this
one because of their important role in relationghifding and communication with others.

3. Impact and influence skills Impact/Influence; Organisational awareness; Leatigs
Development of otherSkills in this cluster reflect an individual's innce on others. Managerial
competencies are a special subset of this cluster.

4. Achievement skills Achievement orientation, efficiency; Concern foden, quality, accuracy;
Initiative, proactive approach; Problem solving; ddining and organisation; Information
exploring and managing; Autonomyhe essence of this cluster is a tendency towartisna
directed more at task accomplishments than impacttoer people.

5. Cognitive skills: Analytical thinking; Conceptual thinkin@hese two skills reflect an individual's
cognitive processes how a person thinks, analysesons, plans, thinks critically, identifies

problems and situations and formulates explanatioyf®otheses or concepts.
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The five clusters of soft skills presented abowelaed to classify requirements found in vacancies

on JobStreet to see if soft skills were requirgdtie vacant positions put up at JobStreet.

Generic hard skills are described as technical and job-specific @slitwhich can be applied
effectively in almost all jobs, in a majority of mpanies, occupations and sectors and in persémal li
and thus perceived as highly transferable. Theowiollg seven (including a separation of
communication in foreign languages) generic hailtsstan be identified:

1. Legislative and regulatory awarenesss the ability to understand basic legislativerterand acts
and the ability to apply it in order to solve agarof problems in everyday situation.

2. Economic awarenessefers to the ability to understand basic econamims and concepts like
for instance taxes, insurance, bank account, dielaiss, etc. and the ability to apply it in order t
solve a range of problems in everyday situationedessary knowledge in economics includes also
basic mathematical skills.

3. Basic skills in science and technologgefer to the ability and willingness to use the yad
knowledge and methodology employed to explain titenal world, in order to identify questions
and to draw evidence-based conclusions. Competarteehnology is viewed as the application
of that knowledge and methodology in response togdeed human wants or needs. Skills in
science and technology involve an understandinth®fchanges caused by human activity and
responsibility as an individual citizen. It als@lindes the ability to understand, use and reflact o
written texts as well as ability to handle numbansl other mathematical concepts in order to
achieve one’s goals ot to develop one’s knowledgkpmtential.

4. Environmental awarenessskills should enable individuals to better underdtahe human
advances and its impact on the natural world.duhmotivate individuals to be interested in our
planet and environment protection and to improve life. These skills have an increasing
importance in the coming era ‘dvéw-carbon economy”.

5. ICT skills/E-skills involve the confident and critical use of Informeat Society Technology (IST)

for work, leisure and communication. It is undergd by basic skills in ICT: the use of computers
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to retrieve, asses, store, produce, present arltaege information, and to communicate and
participate in collaborative networks via the Imiglr This includes knowledge of main computer
applications, communication via electronic medid emerconnection ICT tools.

6. Communication in foreign languagedroadly shares the main skill dimensions of comication
in the mother tongue. It is based on the abilityutmerstand, express and interpret concepts,
thoughts, feelings, facts and opinions in both aradl written form in an appropriate range of
societal and cultural contexts according one’s wamtneeds. Ability to use foreign languages
requires knowledge of vocabulary, functional grammad an awareness of the main types of
verbal interaction and registers of language. Rerpurpose of this study a distinction is made
betweerEnglish languageequired or aather language&equired.
= English language

= Other language

The seven generic hard skills presented abovesaetas reference to see whether hard skills were

requested in the vacancies extracted from JobStreet

»  Specific hard skills i.e. technical and job-specific abilities tha¢ applicable in a small number of
companies, occupations and sectors (possibly omgay only), can be specified negatively as hard
skills not belonging among the generic ones. Thegcdbe special attributes for performing an
occupation in practice, whereas required specia tskills are mostly expressed by employers or
schools. They are constituted as a mix of knowleatyg abilities used during the practical process.
The classification of these types of skills is vdrgrd since employer’'s requirements were too
particular to be comparable. Therefore, it has lsrided to puyesor no when specific hard skills

were required in vacancies extracted from JobStreet
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10.7. Appendix F: Employer survey

PENANG SKILLED WORKFORCE STUDY

Company Survey Schedule

Initiated hy: Conducted  by:
Pejabat Setiausaha Penang Institute 10,
Kerajaan Negeri Pulau PENANG. Jalan Brown, 10350
: Pinang INSTITUT E PulauPinang. Tel:
ﬁ% Unit Perancang Ekonomi Negeri making ideas work 04 228 3306
o~y  Tingkat 26, KOMTAR, Fax: 04 226 7042
e « 10503 Pulau Pinang.

B 1e1: 04650 5175/5176
|

Background: Penang Institute is commissioned by the Econamic Planning Unit of Penang State Government to
undertake a research entitled ‘Penang Skilled Workforce Study’. The objective of this study is to identify the types of
skills available and types of skills required in selected manufacturing and services sub sectors in Penang. It also
aims to contribute a strategic human capital plan for the Penang State Government. Therefore, your
response will be invaluable in understanding your needs in terms of skills, training and employment. Please
complete this questionnaire and email/fax it back to us byl August 2016. All information provided is
treated in the strictest confidence.

A. Company particulars

L. COMIPANY MBITIE I ittt cieiteaeses seeteseasees ses sas ses ees 2es eae sasss fs s2e aee 1eetas e e fea £aa 2en 2es £an s na 2as 2on 41s 10n s nas Aae oee neesee e fen sna eenann san aen sen nan en nr

R oo Ta 1Y o X= L V= Lo Lo [ =TT =3 TSNP

Name of respondent: ... POSTHONT e e e e
3. Industry code: .......cceeeeee... (Will be filled in by Penang Institute)
4. Year of establishment: ............ 5. Country of origin:OMaIaysiaoforeign, please specify ......cvuenne.

6. How many establishments do(es) your company have? OOne (go to QS)OMore than one (go to Q7)

7. What is the status of this establishment in the O Subsidiary (go to Q8)
company? (O Main Office/Headquarter (go to Q9)
Q other, specify ...cceevevereeeeeeeane (go to Q9)

8. Where is your company headquarter [oCatad? ... e e e e e e e s e e e e e aan

9. Business activity: what is the main product or service of this establishment? (E.g. Semiconductor)
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10. Operational: what operations are carried out (what is made or done) in this establishment? (E.g.
Research & Development)

11. Qualification of the establishment operations: |:|Low—end |:|Mid—er1d I:IHigh—end

B. Current Employment and DistributionPositions/Occupations

c. Junior: ....%

1. Current headcount in this establishment (incl. proprietor/MD/CEQ):
Mid-level: ..... %

a.Headcount: ............ b. Male: ....% Female: .....%
Senior: ... %

2. Number of high-qualified* employees:  --oooovivieens

Note *: High-qualified is defined as employee with a tertiary diploma, certificate or higher

gualification (such as bachelor degree).

C. Skills requirements current high-qualified workers and skills gaps

The following questions pertain to the current employees in this establishment.

1. For each position of high-qualified workers, please indicate the ideal skill**-set required to do the work
well and the percentage of workers/employees that are fully skilled***,

** Skills include knowledge/expertise in a specific field needed to do the work well.
**x Fully skilled is equivalent to having all the skills in the ideal set.

P 0,
Position Ideal skill-set "'f’ufl';' 2:3?;235

e.g. Software
programmer

CAD/CAM design skills; database programming 60

2. For high-qualified workers, have new tasks/operations emerged (related to functional/operational
changes) over the past two years?

OYeS (go to a. anéT).) O No (go to Q3)

a. Please state three (3) newly emerged tasks.
i.
ii.
iii.
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b. Please rate how prepared your employees were in carrying out these tasks according to the
desired/required outcomes?

O\fery well Well Partly O Poorly Very poorly
prepared prepared prepared prepared prepared

3. For each of the following, please v one box to show the level of skill proficiency**** of high-qualified
employees.

**x* Proficient is defined as possessing and being able to apply the skill as required by the establishment
to achieve quality/business objectives

1 2 3 4 5 6
Skill Highly - . Low Very Low Not

Proficient Proficient Satisfactory Proficient Proficient applicable
Generic hard

Technical/S&T knowledge
Legal/Economic knowledge
English language proficiency

Foreign language communication
(e.g. Mandarin, French, German)

Basic computer literacy/basic IT
Advanced IT/software knowledge
Specific hard
Industry knowledge
Job-specific (technical/other) abilities
Job-specific knowledge/expertise
Soft & transferable
Oral communication skills
Written communication skills
Customer handling skills
Team working skills
Problem solving skills
Planning & organising skills
Strategic management skills
Numeracy skills
Literacy skills

0000000000 000 000000
0000000000 000 000000
0000000000 000 O0O0OO0OO00
0000000000 000 000000
00000 00000 000 000000
0000000000 900 000000

Others (specify) ........

4. For what positions which skills need the most improvement?

Positions Skill(s) most needs improvement
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5. The reason(s) for fow/very low levels of proficiency of required skills:

We hired workers with mismatch in terms of gualifications and actual skills

Proficient employees leave the company to work with other companies (labour turnover)
Lack of experience/new to the company or area of business operations

Employees have not had enough on-the-job training vet

Technology changes fast and difficult to keep pace

Employees are not motivated enough

We had to hire less-proficient workers in the past due to institutional reasons

OoOOoO0O0000

Others, please SpacifiC ..o e e e s

6. What is the high-qualified employee turnover rate in this establishment? 74

7. Which categories of high-qualified workers (in terms of positions) have the highest turnover rate?

Please elaborate the reason(s)

8. Over the next 12 months, do you expect that any of your current high-qualified employees will need to
acquire new skills or knowledge as a result of newly emerging tasks related to the following? If so,
which position(s) will be impacted?

Reasons Yes No If yes, what positions will be impacted?
i. The development of new products and O O
services 0NN e

ii. The introduction of new working practices O O ...........................................................................

iii. The introduction of new technologies or

equipment

iv. New legislative or regulatory o

requirements

v. Increased competitive pressure

vi. Other, please specify .........cccoeivieeeen.

9. Future requirement trends

Please indicate the prospective skills needed in the future

Ability to meet
Skills needed future needs

Yes Mo

00000
00000
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D. Impact of, and remedial measures towards, skillgaps

L. Do skill deficiencies of current employees in high-qualified positions negatively impact the business
operations and output of this establishment?

OYes (\

O Lower quality of the product/service (clients are less satisfied)
[ Lower productivity
D Difficult to upgrade business operations
D Difficult to diversify into new products/services/lines of business
D Difficult to comply with regulations
[[] Other, PIRASE SPRCITY ..o ceecee et e e es s eee et e v s e e et ene e e e e s e e e eresenearmass
OND (_\
2. Measures mitigating skill deficiencies

a. Has your establishment adopted measures to mitigate skill deficiencies in current employees in
high-qualified positions?

OYes (goto b.) F OND (go to question c)

b. Please indicate which of the following measures apply to this establishment?

Y

Labour training/upskilling (gotoc.) | Xgo tod.)

More supervision of staff

Re-allocate proficient employees for better performance

Use proficient workers more productively (longer working hours)

O 0 0 0 0OFf
O000O0

Incentives to decrease turnover/retention of proficient employees (go to e.)

Other, please specify

c. Labour training/upskilling

i. Organisation: Dlnternal DExternal, please sSpecify .. e

ii. What type of training?

iii. Are there any factors that negatively impact investment in skills-training? (e.g. employees
leave the company after training for better paying job)
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d. Please V the reason(s) for the absence of labour training/upskilling.

O™

|

No training available in relevant subject area

The courses interested in are not available locally

The quality of the courses or providers locally is not satisfactory
Difficult to get information about the courses available locally
The start dates or times of the courses are inconvenient

No money available for training

External courses are too expensive

Managers have lacked the time to organize training

Employees are too busy to give training

Employees are too busy to undertake training and development
Training is not considered to be a priority for the establishment
Trained staff will be poached by other employers

Other

No particular reason

e. If incentives to enhance retention of skill-proficient employees in high-qualified positions:

What incentives does this establishment provide?

211

E. Labour recruitment, skills needs andshortages

1. In the period December 2015- June 2016 how many advertisements has this company advertisements has this

company advertised on jobstreet for various high-skilled positions;

0—10|:| 10-2o|:| 20—30|:| 30-4o|:| 40-5o|:| 5o+|:| None(QOD
to Q3)

2. What other avenues besides Jobstreet advertisement does this company use to recruit new employees

for high-qualified positions?

DUnsoIl‘cited applications

DAdvertisements (newspaper) DEm ployees network: colleagues, family/friends

[JBoards/banners

DEmponment agencies DInternaI recruitment

[ Other, ple@se SPeCITY ..o eeeeeereeeeeeeeesee oo eee e resene s

3. Where does this establishment recruit labour?

|:|Penang I:IOther states in Malaysia I:IAbroad

4. As to the high qualified positions advertised, can you indicate what percentage arose for the following

reason:

DPresentation at educational institutions (open days etc.)

ooooo

expansion of existing company activities e %0
replacement employee who has left the company new - %
focus in company activities .. %
strategic reorientation of company . 0BG
Other (SPECITY e enean ) .. %

Dother Online advertisement (other employment websites)
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5. As to the applications that the company has received for the advertised high-- qualified positions, can

you indicate the average number of responses/applicants:

6. As to recruitment for high-qualified positions, has this establishment (targeted to) hire(d):

O Applicants with sufficient experience®
O Applicantswhoarefresh graduates/school-
O leavers 1 Both

* sufficient experience = work experience > 2 year|

7. a. Did your company succeed in filling all the vacant high qualified positions?

OYes (go to Q8) ONO (goto b.)

b. If no, which position(s) were not filled and for what reason?
Possible reasons:

1 = No/insufficient applicants; too much competition from other employers
2 = No/insufficient applicants; position too specialised knowledge/skills-requirements
3 = No/insufficient applicants; company not preferred with jobseekers

4 = Applicants not sufficiently/wrongly qualified (educational background)
5= Applicants not enough experience

6 = Applicants not proficient enough in generic skills (hard)

7= Applicants not proficient enough in soft skills

8 = Applicants too demanding (salary, etc.); terms and conditions offered
0= Applicants not right attitude (too little motivated; not serious)|

10 = Applicants do not fit the preferences of the establishment

11= Location of establishment not good (enough)

12 = Other, please specify

Position Reason Position Reason

8. Are there differences between specific positions in terms of length of time to fill a vacancy?

Ores

i What positions take the [east Hime? e e eete e e er e e e e ens .

ii.  What positions take the Most TIMe? e e e e e e reeee e e e rrn e aeeeer e e eerans .

O



MAKING THE TRANSITION INTO A HIGH-INCOME ECONOMY: THE PENANG CASE 213

9. Those high qualified positions that have been filled, did your company manage to fill them with a person

that fully met the job requirements as mentioned in the advertisement?

OYesJ all positions ONot all positions ONone of the positions

10.If fresh graduates/school-leavers are hired, how prepared were they for working in the position
offered?

Q very well prepared © Well prepared ODartIy prepared C)i'oorlyr prepared Overy poorly prepared
Please indicate the reasons for poorly/very poorly prepared graduates/school-leavers.

[J Lack required hard skills or competencies (e.g. technical or job specific knowledge/skills, IT skills)
D Lack required English language skills

|:| Lack required soft skills (problem solving skills, team working skills, literacy/numeracy skills)

D Poor attitude / personality

D Lack of motivation (e.g. poor work ethic, punctuality, appearance, manners)

El Lack of working world / life experience or maturity (including general knowledge)

[T] Other, PIEASE SPECIY ....cuicueeeecteieeeee e et eeeetta s ere e ses et s sae e st ts e s sns st es et svs e sen s sem e s senets st ss e e anseranas

11. If experienced applicants are hired, what is the experience of this establishment as to their integration
in the establishment?

Overy good OJOOd Oatisfactory Obad (:)ver\,«r bad

Please indicate the reasons for bad/very bad integrated applicants.

I:l Lack required hard skills or competencies (e.g. technical or job specific knowledge/skills, IT skills)
D Lack required soft skills (problem solving skills, team working skills, literacy/numeracy skills)
|:| Poor attitude/personality
|:| Lack of motivation (e.g. poor work ethic, punctuality, appearance, manners)
[ Too demanding, relative to what they can bring

Lack of working world/life experience or maturity (including general knowledge)
H Other, please specify

12. Overall, what percentage of applicants for high-qualified positions do meet most of the
requirements as stipulated in the advertisement(s) of the position?
%
Please elaborate On YOUT @NSWEIS? ..o e e et e e e e e e e e e nemeeae e e e ean ne e e enene e e

13. Over the past two years, has your company had (other) vacant high qualified positions that
proved to be hard to fill?
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14. For those that proved to be hardto fill, can you indicate the pasitions and level(s) required.

Level (e.g. junior
executive, senior
Positions executive,
manager etc.)

15. In the next 2 years, how much manpower is needed for the different high-qualified positions?

ape Number of additional
Position manpower needed

F. Responses to skills shortages

1. Please elaborate on the experience of this establishment as to behaviour of/demands by prospective
applicants.
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2. Does this establishment provide special incentives to hire a candidate who is proficient in required
skills and can choose from offers by different employers (e.g. pay salary above the market rate)?

Ores

What INCENTIVES Are ProOVIdEa ? .ot ettt et et et a i ae e e enan et s e sannasesaananeneaanns

Ohe

3. How often does this establishment go along with high candidate-demands?

Never O Hardly Sometimes O Quite O Often O
otten
( )ever

What is the reason for This? . e e e e et e ees s se e eneaes aes sre e sre e e enn e aes

4. In this establishment, do labour recruitment difficulties (if occurring) have any impact on the
following?

Yes
Impacts

Lose business or orders to competitors

Delay developing new products or services

Have difficulties meeting quality standards

Experience increased operating costs

Have difficulties introducing new working practices

Increase workload for other staff

QOutsource work

Withdraw from offering certain products or services altogether
Have difficulties meeting customer services objectives

Have difficulties introducing technological change

No impact

Other, please specCify.....coii i e

OOOO00OOOOO00O0
OO000000O0000 7§

5. Over the past two years, has this establishment hired applicants that actually did not
meet requirements (in full)?

OYes (go toi. and ii.) ONO (go to Q6)

i Which requirements were not met (most encountered/important deficiency)?

ii. Does this have negative implications on the performance in the position? Please
elaborate.

6. Does this establishment employ newly hired persons for high-qualified positions on a
contract/ temporary basis first (before considering permanent engagement?

O
What is the usual period of temporary employment? ... ...

ONO

7. Is this establishment trying to differentiate itself, with regards to labour recruitment, from
other companies in the same sector?

O ves O no
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If yes, how is it differentiating?
|:| Starting wages D Working conditions
|:| Fringe benefits [ Terms of contracts
|:|Career prospects [[] Other, please SPECIfY ....coooeoeecueuee et e e e e
8. As part of recruitment practice, does this establishment directly approach (groups of) persons
employed in other companies who have the qualifications, skills and experience for the new
positions?
OYes, DlEASE ElADOIAEE. et et e e et et et et et et e ae s eae et eae e eae es eas as et an aneaen st aen seraeneas
One
9. Has this establishment adopted any strategies/measures to retain recently hired employees?
OYes (go to a. and b.) O No go
to U.1U
a. What are these strategies?
[] Remuneration [Jworking conditions Skills
[] Fringe benefits Ddevelopment (firm-specific)
[] Location/office building O promotion/career
development
[JBonding [] Other, please SPecify ..o s e
b. If opportunities are career development/advancement/promotion, what are these
opportunities?
10. In relation to high-qualified positions and skills (non-)available in the market, does this establishment
engage in labour skilling/training programmes?
OYes (go to a., b. and c.) O No (go to d.)
a. How is it organised? [ within establishment/company
[] external, entire industry
|:| External, please state ... e e e
|:| Individually
D Collectively by industry/employers
|:| federation Private-public Partnership
D Other, please SpPeCify .. e e e e e e e
b. When is it organised? [C] Before employees start working in this company/establishment

[ continuously

c. What is the nature of the training?

216
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d. Why does the establishment not engage in any labour skilling/training programme?
(You may Vv more than one box)

Reasons

No training available in relevant subject area

The courses interested in are not available locally

The quality of the courses or providers locally is not satisfactory
Difficult to get information about the courses available locally
The start dates or times of the courses are inconvenient

No money available for training

External courses are too expensive

Managers have lacked the time to organize training

Employees are too busy to give training

Employees are too busy to undertake training and development
Training is not considered to be a priority for the establishment
Trained staff will be poached by other employers

Other, please SPeCify . i e e s es e e e e e e e

| o

No particular reason

G. Views about the Penang Labour Market and Policy

Do you have any suggestions as to how government policy should change to improve he employability of

high qualified persons in the labour market and alleviating recruitment difficulties of firms?

Thank you for your cooperation!

Should you have any queries, please contact Thomas (thomas@ penanginstitute.org] at 04 228 3306 ext. 218;
Jesse (jesse@ penanginstitute.org) at 04 228 3306 ext. 211; or Wooi Leng
(wooileng.ong@penanginstitute.org) at 04 228 3306 ext. 216.

SUBMIT



10.8. Appendix G: Overview of companies participating inthe study

Company Person Job title Date Interview (S)unrl\i/rg
1. B.Braun Joshi H. 32?36?;%(?;’;“”1“ AffaIrs & - og.04-2016 X
2. Altera Osman S. Managing Director 08-04-2016
3. '(\l"vf‘l'("’:‘)és;')a International Chamber of Commercep, son p. Branch Executive 14-04-2016
4.  CAT Centre Ch'ng E. Manager 18-04-2016 X
5.  Adecco Personnel Sdn Bhd Chew J. Branch Manager 20-04-2016 X
6.  All Staff Outsourcing Sdn Bhd Samantha T. Mamage 21-04-2016 X
7. Kelly Services Choo A. Client Solution Manager 1-®1-2016 X
8. Penang Labour Department (Jobs Malaysia) Lakfah Manager 21-04-2016 X
9.  Carreer Channel Wong V. Branch Manager 04-0%201 X
10. PricewaterhouseCoopers (PwC) Kang J. E)ézglatri(\:/gsDirector Human 10-05-2016 X
11. B. Braun Tertel J. Senior Vice President Human 17-05-2016

Resources

12. Hotel Neo+ Rahidah Binti R. Human Resources &den 31-05-2016 X
13. Red Rock Hotel Lee, T. Human Resources Exeeutiv 03-06-2016 X
14. EPS consultants Sdn Bhd Ng, G. Senior Manager 7-0602016 X
15. Intel Microelectronics Mi Mi H. Talent Acquigih Manager 08-06-2016 X
16. JS Soo & Co Foo, K.F. Partner 13-06-2016
17. Penang Skills and Development Center (PSDC) iMydA.H. Chief Executive Officer 13-06-2016 X
18. Kelly Services Choo A. Client Solution Manager 20-06-2016 X
19. Paramit ::/lrombrugge van Country Manager 27-06-2016 X
20. EPS consultants Sdn Bhd Ng, G. Senior Manager 28-06-2016 X
21. Ixora hotel Cheng D. Human resources Manager -0628016 X
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Company Person Job title Date Interview (s)LTrl\i/r(]e?/

22. Malaysian Dutch Business Council Benoist D. eblior 29-06-2016 ;(k%i)

23. Lexi Consulting Lakshmanan, V. Director 29-0BL8 X

24. Talent Corporation Malaysia Berhad Lee L. Pobdipecialist 01-07-2016 X

25. Boardroom Corporate Services OngT. Human RessWManager 11-07-2016 X

26. DreamCatcher Hoe K. Director 11-07-2016 X

27. Lumiled Lighting - - 11-07-2016 X

28. Hotel Jen Weightman G. General Manager 12-07-2016 X

29. Shangri-La Raya Sayang Resort Ramesh J.C. HResources Director 13-07-2016 X

30. Motorola Solutions Hari N. Managing Director -Q4-2016 X

31. Piktochart Shen D.Q. Human Resources Manager -0748)16 X

32. National Instruments Azian P.N. Chief of opierad 22-07-2016 X

33. Globetronics Tan S. Human Resources Executive 22-07-2016 X

34. Cincaria Sdn. Bhd. Janice Human Resources Mainag 01-08-2016 X

35. Keysight Technologies Tang M. Human Resourcasdder 01-08-2016 X

36. Wawasan University Shuib S.B. Human Resourcasadder 04-08-2016 X

37. Ren | Tang Hotel Uma. A. Director 09-08-2016 X

38. UWC Group NG J. Operating Manager 10-08-2016 X

39. Green Point Precision Yap E.L. Human Resouvtasager 10-08-2016 X

40. AT Precision Tooling Song T.B. General Manager 10-08-2016 X

41. Tai Ohm Electronic Wang Human Resources Manage 11-08-2016 X

42. Plexus Lee G.C. Manager 11-08-2016 X X

43. Hong Kong Ban Kah Chai Medical Tan B. HumandrReses Manager 11-08-2016 X

44, Han Chiang College - - 12-08-2016 X

45. Bayview Beach Hotel Komathi G. Human ResouMasager 12-08-2016 X

46. Amphenol TCS LeeT. Regional Manager 15-086201 X
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Company Person Job title Date Interview (s)LTrl\i/r(]e?/
47. Jabil Global Business Centre Teh G. Human RessWManager 15-08-2016 X
48. Northern Corridor Implementation Authority HasahP.J. Director 16-08-2016 X
49. G-Tek Electronics Norfaizura A.B. Human ResesrOfficer 16-08-2016 X
50. Smart Modular Technologies Ng S.P. Section Idana 16-08-2016 X
51. Atmel Corporation Chuah J. Senior Director B62016 X
52. Penang Science Café Leong D.C. Advisor 17-0820 X
53. Thomson Reuters Lin T.E. Human Resources Manage 19-08-2016 X
54  Ain Medicare Hasbullah A.B Manager 19-08-2016 X
55. Cypress Semiconductor Jin G.C. Managing directo 22-08-2016 X
56. OSRAM Opto Semiconductors Mueller R. Managiirgator 23-08-2016 X
57. Uni-Vessel Engineering Jesslyne Human ResswWwiamager 23-08-2016 X
58. Wilmar Oh M. Human Resources Manager 26-08-2016 X
59. Alliance Contract Manufacturing Kek K.L. HumBesources Manager 26-08-2016 X
60. Agilent Technologies Toh S.C. Human Resourcasadder 01-09-2016 X
61. Vitrox Corporation Berhad Eng Y.S. Human ResesrManager 02-09-2016 X
62. Dell Goh C.T. Human Resources Manager 02-09-2016 X
63. Island Hospital Muniswar M. Human Resources adgm 07-09-2016 X
64. Adventist Hospital Khim C.Y. Human Resourcesisiger 08-09-2016 X
65. Gleneagles Penang Loh I. Director 08-09-2016 X
66. Info-Kinetics Lim G.B. Human Resources Manager 08-09-2016 X




