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EXECUTIVE SUMMARY

It is the human capital of young Malaysian men and women that will be a major determinant of the
country’s advancement into high-income status. A School-to-Work Transition Survey (SWTS) was
conducted in Malaysia at the end of 2017/beginning 2018 to collect education and labour market
information on youth. The SWTS was based on five structured, mainly pre-coded questionnaires
targeting: youth in upper secondary schools, youth in tertiary education, young job seekers, young
workers and also employers. In total, the SWTS canvassed 23,785 respondents. The SWTS covered
both urban and rural areas in all states and Federal Territories in Malaysia. For purposes of the survey,
a young person is defined as male or female between the ages of 15 - 29 years.

Analysis of the SWTS data pointed to a number of difficulties young Malaysian men and women
encounter in their transition from school-to-work. The survey also revealed mismatches and popular
misperceptions about the relationship between the supply of and demand for young people in the
labour market, and identified features of the labour market urging policy interventions, especially in
light of the rapidly changing nature and world of work. The key takeaways from the analysis of the
SWTS data are highlighted below.

The key takeaways

Key takeaway 1: Skills shortages and mismatches

A common perception is that employers face serious shortages of skilled workers, with the media
reporting that employers claim graduates are ‘unemployable’ in terms of both soft and hard skills. The
majority of employers surveyed in the SWTS, in fact, reported that they do not face problems hiring
the kinds of workers they currently need. The shortage is not in terms of numbers but mismatch is
evident. Employers rate soft skills and work experience above the academic and professional
qualifications that are emphasised by Malaysian education and training institutions. The survey also
found that young people themselves recognise that academic qualifications are inadequate and
acknowledge that they lack the soft skills and work experience that are necessary for getting a
good job.

Key takeaway 2: TVET not a popular education pathway

A key aspect of the skills mismatch is between academic qualifications and technical and vocational
qualifications. Malaysia’s Education Blueprints emphasise technical and vocational education and
training (TVET) as essential for the needs of the labour market and economy. However, only 13% of
all upper secondary students are pursuing TVET courses, while at the higher education level less than
9% are in polytechnics. It has often been noted that students and their parents regard TVET as an
inferior educational pathway, ‘dead end’ and for the academically challenged. But, in fact, the SWTS
found that both young job seekers and young workers consider TVET as the most useful qualification
for getting a good job—the reasons for the mismatch/misperception need to be addressed. For example,
the salary differential could be an important reason; the SWTS found that there is a significant wage
differential between TVET graduates and those with other types of hard skills.
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EXECUTIVE SUMMARY

Key takeaway 3: STEM education still lacking

Malaysia’s Education Blueprints identify STEM as critical in the rapidly changing world of work,
involving knowledge and skill sets that are in growing demand by employers. Since 1970, the
government has been implementing a 60:40% target ratio of science to arts students. However, the
SWTS revealed that only a third of all upper secondary students are taking science subjects and another
44% additional mathematics, and only 32% of all tertiary students are enrolled for STEM courses.
The data also showed that although girls greatly outnumber boys in tertiary education a higher
proportion of total males than total females are registered for STEM subjects.

Key takeaway 4: Youth are not ‘asking for too much’

A very commonly cited reason for high youth unemployment is that young people have ‘unrealistic’
wage expectations; employers complain that fresh graduates are ‘asking for too much’ (of between
RM2,400 to RM3,000). The SWTS data show actual monthly income (mean value) of RM1,846 for
young workers and reservation wage of RM1,715 for young job seekers. The reservation wage is the
wage below which youth would refuse a job offer. However, the SWTS data indicate that the young
part-time workers and contributing family workers earn below their reservation income, suggesting that
they are prepared to accept earnings below their reservation so that they have jobs. Comparing with
the government mandated minimum wage which will be RM1,100 as of January 2019, the monthly
allowance for SL1M participants of RM2,000 and the salary employers offer newly hired undergraduates
(minimum RM1,703 and maximum RM2,682) the SWTS data would argue that young Malaysians are
not ‘unrealistic’ nor are they ‘asking for too much’.

Key takeaway 5: Youth are not ‘choosy’ about jobs

Youth unemployment is often attributed to them being ‘choosy’ and wanting high-paying jobs. The
SWTS results suggest that young women and men cannot be considered choosy when most in unskilled
and low-skilled jobs are ‘over-educated’ and their current jobs are not related to their level or field of
education. The SWTS found that high income ranks fourth (or fifth) in the youth list of the most
important characteristic of a job. They prioritise work-life balance and a secure and interesting job
above high income as the most important characteristic of a job.

Key takeaway 6: Youth lack entrepreneurship skills

Youth entrepreneurship is often touted as a solution to the youth unemployment problem. The SWTS
found that young people would rather be employees working for others than starting their own
business. Only 35% of young workers and 20% of job seckers indicated a preference for creating
their own jobs by starting a business. Furthermore, they do not recognise the importance of
entrepreneurship skills, whether to start and sustain business or to succeed in the gig economy. They
are not aware of the incentives and supports for SMEs, and very few young entrepreneurs reported
recelving government assistance.

Key takeaway 7: Youth want migrant and expatriate jobs

The common argument is that employers need migrant workers because Malaysian youth do not want
their jobs. The SWTS asked youth for their views about low-skilled migrant and high-skilled expatriate
workers in the Malaysian labour market. Youth believe these foreign workers threaten their job
opportunities. They clearly want the expatriate jobs, and when they do not want the migrant jobs, it
is not just because these are ‘3D’ (dirty, difficult and dangerous) jobs but because the pay is too low—
for example, compared to what they can earn doing the same jobs in Singapore.

ii KHAZANAH RESEARCH INSTITUTE



EXECUTIVE SUMMARY

Key takeaway 8: Mismatch of job search and recruitment methods

The SWTS found that while employers use online advertisements and informal networks to recruit the
workers they need, young people look for jobs through public employment services, job fairs or open
interviews. Informal recruitment channels can have cost-saving advantages but penalize poor,
disadvantaged job seekers who have limited social networks and also restrict the selection pool of
employers. The mismatch of job search and recruitment methods clearly affects the smooth functioning
of the labour market.

Key takeaway 9: Youth are going into informal and ‘non-standard’ employment

Gig work, freelance work sourced online from transaction platforms, crowd work are all rapidly
expanding, offering flexible job opportunities but limited access to labour and social protection, and
with work-related stress arising from job insecurity and unstable incomes. The SWTS found that youth
are optimistic about increasing job opportunities linked to the Internet of Things. It identified significant
numbers of young workers in such non-standard employment and also informal own-account workers
and contributing family workers with poor earnings, low productivity and often difficult working
conditions.

Key takeaway 10: Inequalities persist among youth

The SWTS confirmed that the ‘lost boys’ in the education system have long been an issue of concern
while girls continue to face constraints in the labour market. There are 15% more girls than boys in
upper secondary education while at university level, girls comprise up to 70% of the incoming cohort
of students. The ‘lost boys’ who drop out of education early or who have low educational attainment
represent a wastage of human resources. Despite females outnumbering and outperforming males at
every level of education, they remain disadvantaged in the transition from school-to-work; their labour
force participation rate is lower and their unemployment rate higher than those of males. Rural-urban
and ethnic differentials persist, and those from poor family backgrounds are disadvantaged in education
and job search. Another at-risk group comprises the NEETs (inactive youth who are not in employment,
education or training). The longer young people stay out of touch with the labour market, the more
difficult and costlier to encourage a return to productive employment.

Key takeaway 11: Employers play a limited role in enhancing youth employability

It is not just education and training institutions that are responsible for efforts to improve employability;
employers have key roles to play. However, almost three-quarters of all enterprises surveyed do not
have training budgets; their participation in employability training programmes for youth is very low;
and they have limited interaction with education and training institutions to share their views on what
and how students should be learning to enhance their employability. It is only in the area of work-
based training that at least a quarter of all employers reported providing internships, apprenticeships
and on-the-job training for young people.
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EXECUTIVE SUMMARY

The structure of the report

Chapter 1: Introduction: elaborates the main issues and concerns regarding Malaysian youth that
prompted the SWTS. It also briefly describes the survey methodology.

Chapter 2: In-School Youth: examines how secondary schools are preparing youth for employability
and describes the profiles of the students. How young men and women fare in schools and the choices
they make regarding education and training and what they expect out of life and work are shaped by
their characteristics and family background.

Chapter 3: Youth in Tertiary Education: focuses on how tertiary education equips young men and
women with the hard and soft skills they need for employability. It identifies the characteristics,
aspirations and job expectations of tertiary students that are likely to affect the timing and manner of
their transition into the labour market.

Chapter 4: Young Job Seekers: distinguishes youth by their job search status (first-time job seekers,
those who had worked before but are currently unemployed and actively looking for work, and those
currently working but actively looking to change jobs). It describes how they go about their job search,
including the barriers and opportunities for getting the job they want. It examines the factors, including
education and skills qualifications, family background and youth life goals and job expectations that
affect their job search.

Chapter 5: Young Workers: examines how young workers are doing in the labour market in terms of
their employment status (in regular or standard employment, non-standard employment and
self-employment) and their working conditions. One aim of the chapter is to determine whether young
workers have made successful transitions, have decent working conditions and are satisfied with their
labour market situation.

Chapter 6: Employers: while the previous chapters focus on the supply side of the labour market, this
chapter examines the demand side in terms of the role of employers in creating jobs, including
providing training for young people, their perceptions regarding the employability of young people and
the characteristics they look for when hiring young people. It detects the gaps between the supply of
and demand for workers.

Chapter 7: Key takeaways and policy implications and options: highlights the main findings and
considers the policy implications and options. It emphasises that the policy options suggested are not
intended as a detailed checklist nor the examples of lessons learned and good practices the only
measures going forward—they are intended to serve as a starting point for discussion and identification
of measures appropriate in the Malaysian context to enhance the employability of young people and
more effective functioning of the labour market.
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CHAPTER 1

INTRODUCTION

This report presents the results of a School-to-Work Transition Survey (SWTS) conducted in Malaysia
at the end of 2017/beginning of 2018. Several key issues and concerns regarding Malaysian youth
prompted the SWTS:

It is the human capital of young Malaysian men and women that will be a major determinant of
Malaysia’s advancement into high-income status. The Government’s commitment to improving
human capital is evident in a range of policies, including a focus on transforming technical and
vocational education and training to meet industry demand, improving the quality of education and
enhancing labour market efficiency. Yet, mismatches between the supply of and demand for young
manpower and talent remain serious;

Young Malaysians, upon leaving the education system, face serious challenges entering and
progressing in the labour market. The youth today are the best educated generation, yet they are
over-represented among the unemployed and under-employed. At the same time as young people
face difficulties entering the labour market, employers report problems recruiting both skilled and
low-skilled workers and hire migrant workers;

Young people are going into less secure and more vulnerable forms of work. Rather than regular
full-time wage employment, more and more are engaged in temporary, part-time, casual employment
and freelance work in the platform and gig economies or are self-employed/own account workers.
These informal or ‘non-standard’ forms of employment provide new opportunities but limited access
to labour and social protection;

It is crucial to understand why the Malaysian education and training system is not adequately
equipping youth for employability in the rapidly changing labour markets and digital economys;

The key to transforming Malaysia’s youth bulge in its population into a demographic dividend is
the productive and decent employment of youth human resources. The task is urgent because from
2020 on, the Malaysian population will age, and age rapidly, and young workers will need to
support more elderly people;

The transition from school-to-work is a critical juncture in the life of any young man or woman.
Young people are the future of a country but unless they are able to make successful transitions
from school-to-decent work, they pose a potential threat to social and political stability; and

Addressing youth unemployment and underemployment is a priority area and strategy in the Mid-
Term Review of the Eleventh Malaysia Plan 2016 — 2020 (Text Box 1.1). The decent employment
and wellbeing of youth also feature prominently in the United Nations 2030 Agenda for Sustainable
Development that Malaysia has committed to support and implement'.

1

2

MEA (2018, pp.0-10 to 0-11). See also DOS (n.d.-.a) and ILO (2017a, p.3)
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INTRODUCTION

Box 1.1. Empowering human capital

Pillar IV of The Mid-Term Review of the Eleventh Malaysia Plan 2016 — 2020 identifies empowering
human capital as a key priority:

Human capital development will continue to be a key priority to empower the workforce in
supporting economic growth. Focus will be given to create skilful, knowledgeable and innovative
human capital to meet the requirements of the industry. Human capital development initiatives will
provide opportunities for quality employment as well as ensure access to quality education and
training towards building a more inclusive, equitable and prosperous nation. These will be
implemented through four priority areas, namely reforming the labour market, improving labour
efficiency and productivity, enhancing access to quality education and training as well as fostering
stronger industry-academia linkages.

Priority Areas and Strategies:

The Government will intensify efforts in addressing issues of inadequate creation of skilled jobs, low
wage growth, high youth unemployment rate and graduate underemployment as well as skills
mismatch. Several initiatives will be undertaken to generate more skilled jobs, identify critical skills
and address skills shortage as well as raising salaries and wages commensurate with productivity
level. Efforts will also be undertaken to reduce dependency on foreign workers by promoting greater
automation and strictly regulate the number of foreign workers by introducing multi-tiered levies.
In addition, labour efficiency and productivity will be improved by strengthening workers’ rights to
enhance work conditions as well as increasing female participation in the labour force to expand
the talent pool.

Continuous efforts will be undertaken in ensuring access to quality education and training that is
inclusive and equitable. Students will be equipped with knowledge and diverse skills across all
education levels to increase employability. Priority will also be given to raise the quality of education
to improve student outcomes in preschool, primary and secondary education. Meanwhile, concerted
efforts will be directed towards raising the quality of graduates as well as academic programmes
and strengthening research capabilities. In addition, the autonomous status of public universities will
be leveraged to ensure financial sustainability.

Efforts will also be intensified to improve the quality of TVET in improving employability of TVET
graduates. Emphasis will be given to review TVET programme been offered, implement harmonised
accreditation system and strengthen TVET as a preferred education pathway. The implementation
of these initiatives will ensure the delivery of quality TVET programmes and employability of TVET
graduates. In addition, greater industry collaboration will be intensified to uplift the level of
education and training to produce quality talent.

Direct excerpt from MEA (2018, p.0-20)
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CHAPTER 1
INTRODUCTION

The SWTS is a unique, multi-component survey instrument developed by the International Labour
Organization (ILO)? and tested in some 34 low-and middle-income countries. The SWTS questionnaires
were adapted to take into account the specific Malaysian context and concerns. While the SWTS
cannot be expected to provide the quantitative bases for all the issues identified above, there are at
least four main reasons for using a SWTS to collect education and labour market information on the
youth population:

e It detects the individual profiles and characteristics of young people that determine labour market
advantage or disadvantage and allows better identification of who is likely to succeed, who needs
support, the kinds of support needed and the most effective ways of providing the support;

e It generates qualitative information on the aspirations and behavioural choices of youth, including
their decisions about when and in what ways to pursue an educational or training pathway or
participate in the labour market;

e It focuses on the quality of the transition—on whether young people have been able to achieve
decent work and are satisfied with their labour market situation; and

e Besides unpacking the supply factors, it identifies the features of youth labour demand from
the perspective of employers, which help determine mismatches that can be addressed by
policy interventions.

The school-to-work transition is defined as the passage of a young person from the end of schooling
to the first satisfactory or decent job’. A young person has not completed his/her transition if the work
is not satisfactory or decent. Satisfactory employment is a subjective concept, based on the self-
assessment of the job-holder. It implies a job that the respondent considers to ‘fit’ his/her desired
employment path at that moment in time. The contrary implies a sense of dissatisfaction and a desire
to change jobs. ‘Decent employment’ involves “opportunities for work that is productive and delivers
a fair income, security in the workplace and social protection, better prospects for personal development
and social integration, freedom to express concerns, organise and participate in the decisions that affect
their lives, and equality of opportunity and treatment for all women and men”*. The three stages of
transition are defined as:

® Transited: youth who are currently employed. A distinction is made between those who are in
decent employment and satisfied with their jobs and those in ‘non-decent’ or vulnerable forms of
employment but are still satisfied and have no desire to change jobs;

® [n transition: those who are currently unemployed and actively looking for work and also those
who are currently employed but not satisfied and looking to change jobs; and

e Transition not yet started: a young person who is still in upper secondary or tertiary education and
currently inactive and not looking for work.

[’}

ILO (n.d.-a)
Elder (2009)
ILO (n.d.-b)

A
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CHAPTER 1
INTRODUCTION

Structure of the report

The next section of this chapter elaborates the main reasons listed above that shaped the context and
prompted the survey. The rest of the chapter briefly describes the survey methodology.

The next four chapters analyse the results of the survey covering youth in upper secondary education,
youth in tertiary education, young job seekers and young workers. The chapters describe the profiles
of the different groups of young people so as to identify the characteristics that affect their performance
in the educational system, the timing and manner of entry into the labour market, and how they fare
in their job search and in employment. The chapters also focus on the life goals, aspirations and job
expectations of youth, with the aim of shedding light on what young people want out of life and work.

Chapters 2 and 3 examine how the education and training systems at upper secondary and tertiary
education levels prepare youth for employability. Chapter 4 describes how young people go about their
job search and identifies the barriers and opportunities for getting the jobs they want. Chapter 5
examines how young workers are doing in the labour market in terms of their employment status and
their working conditions—to determine whether they have made successful transitions, have decent
working conditions and are satisfied with their labour market situation.

Chapter 6 focuses on the demand side of the labour market. It analyses the perspectives and preferences
of employers towards hiring young people, detects the gaps between the supply of and the demand for
young workers; and also examines the role employers can play to enhance youth employability.

The final chapter of the report highlights the policy implications and areas for action arising from the

main findings of the SWTS. The options for policy and action are accompanied by examples of lessons
learned and good practices.
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CHAPTER 1
INTRODUCTION

The background and rationale for the SWTS

The difficult transition from school-to-work

Moving from education to work is a crucial phase in life, when young people realise their aspirations,
achieve economic independence and find their place in society. Difficulties in this initial phase of the
process can have serious and long-lasting consequences. Becoming unemployed at an early stage of
labour market transition can give rise to vicious cycles of low employability and the school leavers may
also lose their freshly acquired knowledge or skills.

Of the total 502,600 unemployed Malaysians in 2017, youth aged 15 — 24 years accounted for 56.4%
while those aged 25 — 29 years accounted for another 21.1% (Chart 1.1). The unemployment rate
was 15.4% for those aged 15 — 19 years and 9.6% for those aged 20 — 24 years, as compared to
the country’s total unemployment rate of 3.4%. For those aged 25 — 29 years, the unemployment rate
was 3.9% (Chart 1.2). While the unemployment rate for Malaysian youth aged 15 — 24 years was

below the global rate, it was higher than that of other countries in the presented regions, except for
Indonesia (Chart 1.3).

Chart 1.1: Unemployed persons by age groups, 2017
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Source: DOS (2018-a, Table A6.1)
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Chart 1.2: Unemployment rate for 25 — 29 years versus overall unemployment rate, 1995 — 2017
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Chart 1.3: Unemployment rate for youth aged 15 — 24 years for selected countries and regions, 2017
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Between 2013 and 2017, the labour force participation rate (LFPR)’ declined for young women and
especially for young men between the ages of 15 and 19 years (Chart 1.4). If these young people are
staying on longer in the education and training system to pursue higher education rather than entering
the labour market, this would mainly reflect a positive development. However, little information is
currently available on the labour market situation of the significantly large group of young people who
did not make it into higher levels of education and training but who only completed or dropped out
of secondary or lower levels. For example, the Ministry of Higher Education (MOHE) data indicate
that out of the 2014 cohort of about 450,000 Sijil Pelajaran Malaysia (SPM) graduates, only about
250,000 went on to some form of tertiary education.

Chart 1.4: Labour Force Participation Rate by age group and sex, 2013 and 2017
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Source: DOS (2018-a, Table C1.2)

For the age groups 20 — 24 years and 25 — 29 years, the LFPR fell for young men over the past four
years but increased for young women (by 5 percentage points for those aged 25 — 29 years). But the
total female LFPR for Malaysian women is still significantly below that of Malaysian men (54.7% as
compared to 80.1% in 2017) and lower than that of women in the region (Southeast Asia and the
Pacific 58.8% and East Asia 61.3%)¢. Furthermore, Chart 1.5 shows higher unemployment rates for
young women than for young men, particularly at the younger ages. Despite females outnumbering and
outperforming males at every level of education in Malaysia, as in many other countries around the
world, they remain disadvantaged in the transition from school-to-work.

5 The LFPR is defined as the ratio of the labour force (employed and unemployed) to the working age population expressed as a percentage.
6 ILO (2017-c, p.6)
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Chart 1.5: Unemployment rate by age group and sex, 2017
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Another aspect of concern is the ethnic disparities” in youth unemployment in Chart 1.6. A quarter of
the Indian youth labour force and also the Others aged 15 — 19 years of age are unemployed as
compared to 13% of the Chinese youth and 19% of Bumiputera youth in the same age group. Among
those aged 20 — 24 years, the differential in the unemployment rate is 5 percentage points between
Chinese and Bumiputera youth and 6 percentage points between Chinese and Indian youth.

Chart 1.6: Unemployment rate by age group and ethnicity, 2017
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Source: DOS (2018-a, Table A5.2)

7 For the detailed definition of the different ethnic groups see Appendix 4.
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The mismatch between supply and demand: the youth unemployment quandary

A key question raised by the World Bank was: “if the economy requires increasing numbers of talented
workers, why does a relatively large share of better-educated youth have trouble finding a job?”$
Graduate unemployment is the focus of growing concern. The Ministry of Higher Education (MOHE)
Graduate Tracer Study found that at the time of convocation some six months after graduating in
2016, 23% of the graduates reported that they were unemployed (Chart 1.7). Of the 57% working,
15% of them were in part-time jobs. Furthermore, 16% of the PhD graduates in 2016 had yet to find
employment, up from 12% in 2015 and 4% in 2011; while, the figure for undergraduates was 17%
in 2016 as compared to 15% in 2015 and 12% in 2011°.

Chart 1.7 Employment status of Malaysian graduates, 2016

Employed
Further studies
Upgrading skills

Waiting for work placement

Unemployed

Source: MOHE (2017-b, Chart 3.1a)

At the same time, employers continue to cite significant skills gaps among new recruits and express the
view that many young graduates are ‘unemployable’'?. The Malaysia Education Blueprint 2015 - 2025
(Higher Education) noted that “over 70% of universities believe they have adequately prepared students
for the workplace. In contrast, only 40% of employers and graduates believe students are adequately
prepared for the workplace”'!. The SWTS attempts to examine how educational institutions are
preparing students for employability and also tries to shed light on whether and how employers play
a role to enhance the employability of young people; do they, for instance, communicate with education
and training centres on their skills needs or do their companies provide work-based training, work
experience or industry awareness for young people?!?

8 World Bank (2014-a, p.22)

MOHE (2017, Charts 3.1a, 3.2a, 3.3a)

10 For example, according to the 2017 Hays Asia Salary Guide, an alarming 97% of employers in Malaysia reported difficulties recruiting the skilled workers
they need. Source: HAYS (2017)

11 MOE (2015, p.1.1)

12 The World Bank-TalentCorp Survey on Graduate Employability 2014 identified limited interaction between employers and institutions of higher learning
as a major reason for skills mismatches; it found that less than 10% of companies had experience in developing curricula or joint programmes with
universities. Source: World Bank (2014-a, p.23)

o
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At the other end of the spectrum, employers are clamouring for more migrant workers, arguing that
the shortages are adversely affecting production, especially in agriculture and manufacturing's. The
relationship between youth labour market issues and labour migration is central to this quandary. We
need answers to some key questions. For example, is it because the Malaysian labour market is highly
segmented and our youth do not want the jobs migrants are currently doing? Or are young Malaysians
‘choosy’ and have unrealistic salary expectations?'* Or is it because employers place higher value on
the characteristics of migrant workers that they do not think Malaysian youth possess? Of course, to
the extent that employers keep depending on cheap labour and emphasise cost efficiency rather than
pursuing innovation as a source of growth and to move up the value chain, the demand for low-skilled,
cheap migrant workers will continue and young Malaysians will continue to face difficulties to find
high-skilled, high-paying jobs.

The expansion of informal and ‘non-standard’ forms of employment

Unemployment figures alone do not reveal the extent of youth labour market challenges. The SWTS
also attempts to shed light on the quality and the nature of jobs that young women and men have, as
well as their prospects for advancement. To examine whether young people are going into decent jobs,
the SWTS distinguishes among:

e Those in a ‘standard employment’ relationship that is characterised as work that is full-time,
indefinite, part of a subordinate relationship between an employee and an employer and covered by
labour legislation and social protection;

e Those who are self-employed workers (own-account or contributing family workers or employers).
A quarter of all employed youth aged 15 — 29 years in 2017 were own-account or contributing/
unpaid family workers'>—these employment statuses are termed ‘wvulnerable employment’ since the
workers commonly work informally, lack labour and social protection and tend to have poor
working conditions'¢; and

e Those engaged in informal/'non-standard’ forms of employment who are typically not covered by
labour law or employment-based social security!’, including:

- Temporary employment (fixed-term contracts, including project-or task-based contracts, seasonal
work, casual work including daily work);

- Part-time and on-call work including zero-hour contracts's;

- Multi-party employment relationships (also known as ‘dispatch’, ‘brokerage’ and ‘labour hire’ and
includes temporary agency work and subcontracted labour); and

- Disguised employment or dependent self-employment where workers perform services for a
business under a civil or commercial contract but depend on one or a few clients for their income
and receive direct instructions on how the work is to be carried out.

13 A survey by the Federation of Malaysian Manufacturers (FMM) estimated that 84% of manufacturers were not able to hire sufficient numbers of workers.
Source: The Star Online (2016)

14 It is a commonly held perception that young graduates have unrealistic salary expectations. See, for example, HR in Asia (2017) and FMT News (2017)

15 DOS (2018-a, Table 4-23)

16  ILO (2017-a, pp.19 - 20)

17 ILO (2016, pp.8 — 9)

18 Zero-hour contract is a type of contract between an employer and a worker, where the employer is not obliged to provide any minimum hours, while
the worker is not obliged to accept any work offered. Such contracts are often used to enable on-call scheduling.
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‘Non-standard’ employment is part and parcel of the ‘gig economy’/’platform economy’ which has been
growing rapidly in Malaysia'>. More and more young people are doing several so-called gigs rather
than rely on full-time employment with a sole employer. They perform contract work, freelance work,
crowd work and work sourced from online marketplaces (also known as ‘transaction platforms’).
Mobile internet connectivity and various digital platforms (the Internet of Things, [oT) are opening up
new avenues for work or earning extra income. Other new ways of earning a living include publishing
vlogs (video blogs) and being social media influencers and e-teachers giving tuition online. The gig
economy is also labelled the ‘open talent economy’ with freelance independent professionals and other
highly skilled individuals offering their know-how, skills and expert services to a range of different
entities in software development and technology, creative and multimedia work, writing and translation,
data entry and analyses, etc.

For the country with youth and graduate unemployment in the spotlight, the gig economy offers
avenues not only for increasing employment but also productivity and innovation. For companies,
freelancers offer greater resource flexibility, and therefore greater competitive advantage—allowing them
to deploy expert skills as needed, at a considerably lower cost than full-time hires. For young people,
a primary attraction is the independence, self-reliance and flexibility of being able to work when, where
and in what ways one wants. Being able to earn extra income is also an important driving force. But
non-standard employment also carries a number of challenges, difficulties and hardships, especially for
those for whom such work is involuntary because they could not find regular employment. The
informal nature of such employment means young people have limited labour or social protection?.
The major downside is the precariousness and vulnerability associated with such employment—there is
uncertainty of securing the next work assignment, irregularity of income, lack of economic security,
lack of health insurance and retirement savings.

The education and training challenge

Concerns about the employability of young Malaysians and their marketability and adaptability for
the rapidly changing labour markets are frequently attributed to the quality and relevance of the
national academic education and technical and vocational education and training (TVET) systems. A
2014 study conducted by the World Bank in collaboration with the Institute for Labour Market
Information and Analysis (ILMIA), Ministry of Human Resources, concluded that the human capital
challenge faced by Malaysia is the inadequate quality of skills and emphasised the critical importance
of further revamping Malaysia’s education and training system so as to be responsive to the demands
of a knowledge economy and fast changing labour market demands?'. The OECD Economic
Assessment of Malaysia 2016 concluded that “labour productivity growth in the past 15 years has
been below that of regional competitors, partly due to slower capital deepening. It has also been held
back by a declining share of skilled workers in the labour force and insufficient technology diffusion
and innovation. Reforms to improve the quality of education and skills training, promote innovation
and the adoption of information technology are key”?2. The Malaysia Education Blueprint 2013 -
2025 (Preschool to Post-Secondary Education) and the Malaysia Education Blueprint 2015 — 2025
(Higher Education) aim to address these challenges, including, importantly, through major changes in
the education and training systems?3.

19 The chairman of the Employee’s Provident Fund (EPF) estimated that the gig economy grew by about 31% over 2017, faster than the formal employment
sector and predicted that the gig economy will grow exponentially. Source: The Sun Daily (2017)

20  For example, Malaysia has the 1Malaysia Retirement Savings Scheme (SP1M) to cater for the growing number of Malaysians without a fixed monthly
income but desire a fund to safely grow their savings for retirement; and the EPF has called on the government to increase its contribution to the SP1M
as a means of supporting the participation of Malaysians who are engaged in the gig economy. Source: The Sun Daily (2017) and Azmil Mohd Amin (n.d.)

21 World Bank (2014-c, p.4)

22 OECD (2016, p.4)

23 The challenge of empowering human capital has also been emphasised in the Mid-Term Review of the Eleventh Malaysia Plan 2016 — 2020, as highlighted
in Text Box 1.1.
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The country is already devoting huge resources to building its human capital and improving youth
employability. At least 19% of the 2019 Malaysian budget will be devoted to education?®. There is
already a plethora of programmes and schemes under different government ministries and agencies for
enhancing the quality and quantity of the supply of labour and talent to meet industry demand?. There
are also employability training programmes such as the 1Malaysia Training Scheme (Skim Latiban
1Malaysia, SL1M)?*¢ and the Graduate Employability Management Scheme (GEMS) conducted by
companies as part of their corporate social responsibility (CSR) and aiming to reduce talent shortages
in key areas of the economy?’.

Education and training, which are long-term investments, should equip youth not just for current but
also future labour market needs. “Many of the major drivers of transformation currently affecting
global industries are expected to have a significant impact on jobs, ranging from significant job creation
to job displacement, and from heightened labour productivity to widening skills gaps. In many
industries and countries, the most in-demand occupations or specialties did not exist ten or even five
years ago, and the pace of change is set to accelerate”?8. A Critical Occupations List for Malaysia?’
that is prepared every year adds new occupations and drops others, reflecting the changing demand for
workers. An obvious issue is whether and how Malaysia’s education and training system takes into
account the drivers of change, making available lifelong learning and equipping young Malaysians with
the flexibility, ability, entrepreneurship and e-business skills to succeed in a new technology-driven,
digital world with networked markets.

The demographic challenge

The productive employment of young people is crucial in the context of Malaysia’s demographic
transition. Compared to neighbouring countries such as Thailand and Singapore which are already
experiencing rapid population ageing, Malaysia’s working age population is currently at the most
productive stage of the age distribution profile; with the median age of 28.2 years in 2015, the
population bulging for the 20 — 29 years age group (Chart 1.8), and the working age population aged
15 — 64 years increasing up to 2020 (Chart 1.9).

24 Allocations to Ministry of Education, not taking into account the allocations to other ministries and agencies for various other education and skills training
programmes.

25 For example, TVET programmes are offered at certificate, diploma and degree levels by at least seven government ministries including the Ministry of
Higher Education (MOHE), Ministry of Rural and Regional Development (MRRD), Ministry of Youth and Sports (MOYR) and Ministry of Human
Resources (MOHR); and there are over 1,000 TVET institutions of which some 506 are public institutions. Source: Study Malaysia (2016)

26 Malaysia Stream (2014)

27 TalentCorp. (n.d.)

28 World Economic Forum (2016, p.1)

29 TalentCorp (2018)
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Chart 1.8: Population projections by age groups and sex, Malaysia 2010 — 2040
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Chart 1.9: Working age population projections, Malaysia 2010 — 2040
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“The key to transforming Malaysia’s youth bulge into a demographic dividend is the youth
unemployment”3. The country is currently “in a sweet spot to seize the demographic dividend”3'. The
demographic dividend is a window of opportunity when the country’s population has proportionately
more working adults than non-working (children and the elderly) dependents—when this happens the
economic payoff can be substantial in terms of boosting per capita income growth and making
available greater savings for productive investments. “But the demographic dividend is not automatic.
The youth bulge presents countries with various challenges in terms of education, job creation and
political stability. Success depends on ensuring that children and youth, both girls and boys, are well
educated and the working age population is productively employed”2.

Malaysia’s performance in the productive employment of youth and harnessing the opportunities of the
demographic dividend will determine the country’s preparedness for facing the subsequent ageing of the
population. From about 2020 on, the proportion of the population aged 65 and over will rise and will
rise increasingly rapidly, so that there will be increasing elderly dependency and a shrinking working
age population—with serious implications for sustaining economic growth and coping with growing
demands on social protection systems (for pensions, health and long-term care systems for the ageing
society). The better able Malaysia is to effectively and efficiently utilise the current youth bulge, the
more resources and capacity the country will have to face the potential ‘demographic cliff’.

The socio-political challenge

High youth unemployment rates represent a potential source of social and political instability. Youth
left behind in the transition from school to work or who are poorly integrated in the labour market
cumulate multiple disadvantages and can pose serious threats. A 2016 online survey conducted by
SkootJobs found that out of over 15,000 young Malaysians, only 15% either liked or loved their jobs,
another 33% ‘hated’ their jobs, and 27% were ‘suicidal’ about their jobs®}. These findings are
shocking, especially in terms of the implications for productivity, high employee turnover rates and
high suicide rates among youth**—it is clearly important to verify, confirm or debunk such findings
from online surveys.

30 Goh and Ma (2014, p.7)

31 Ibid, p.4

32 World Economic Forum (2015, p.1)

33 The Rakyat Post (2016). SkootJobs is a job platform for entry to mid-level careers in Malaysia.
34 Malaysian Digest (n.d.-a)
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Delays in finding initial employment and long spells of unemployment have long-term negative
repercussions on career prospects, lifetime income, health prospects and social mobility and perpetuate
an intergenerational cycle of poverty. Long-term negative consequences include psychological impacts,
with young people increasingly distrustful of the political and economic system, increasingly frustrated
and more susceptible to the temptations of crime, drugs and religious fundamentalism. The youth
employment problem has been described as creating a ‘scarred’ generation®. The imminent dangers
posed by a generation of young people scarred by joblessness have also been described as a ‘time bomb’
which risks damaging the economic, social and political fabric of the country. Examples from all over
the world—the Arab Spring, Occupy Wall Street, demonstrations in Hong Kong, Egypt, Russia,
Venezuela, Brazil to name but a few, those joining the Islamic State (IS) fighters—all point to what
can happen when young people become disheartened about the future and increasingly are ready to
fight for their rights and beliefs®.

There are also important social implications. The transition from school-to-work marks the transition
into adulthood with the prospect of economic and social independence and socio-economic mobility.
As explained above, the transition concerns not only the length of time between exit from education
(either upon graduation or early exit without completion) to the first entry into any job, but also
qualitative elements such as whether the job is stable, pays an adequate income or meets the young
person’s expectations or aspirations. In turn, this influences other transition processes of young people,
such as starting a family or where to live or participating in socio-political affairs of the country and,
importantly, climbing the socio-economic ladder.

The survey methodology

The SWTS was based on five structured, mainly pre-coded questionnaires targeting different groups
of youth and employers. The questionnaires were designed in English and Malay, discussed extensively
with a large number of stakeholders, pre-tested several times and finalised. The survey used face-to-
face interviews based on fieldwork and a self-administered approach through an online platform. The
Department of Statistics Malaysia (DOS) provided invaluable assistance and advice on the
questionnaires and in particular on the sample design. The Ministry of Education (MOE) and
Ministry of Higher Education (MOHE) provided the sample frames for youth in upper secondary
and tertiary levels of education.

The scope and coverage

The SWTS covers all states in Malaysia (both rural and urban areas) and also the Federal Territories
of Kuala Lumpur, Putrajaya and Labuan. For the purposes of this survey, a young person is defined
as male or female between the ages of 15 and 29 years. In many other contexts, the definition covers
a person between the ages of 15 and 24 years®. For the SWTS, the upper age limit is extended to 29
years to take into account the fact that some young people stay on in the education system beyond
the age of 24 years, and also with the aim of gathering information on the post-graduation/recent
employment experience of young people.

35 ILO (2011, p.6)

36 There are, of course, a variety of other factors that can contribute to social unrest, for example, the ILO observed a correlation between economic
conditions and manifestations of social unrest or discontent. The ILO’s social unrest index 2016 — 17 saw an increase in the index in regions like Latin
America and the Caribbean that also experienced poor labour market conditions in 2017. Source: ILO (2018, p.9)

37  As defined in Malaysia’s 1997 National Youth Development Policy, youth range between the ages of 15 and 40. However, the policy also specifies that
youth development programmes and activities shall be focused on youth aged 18 — 25 years. The new Malaysian Youth Policy that was supposed to be
implemented in 2018 to redefine the age range for youth to be 15 — 30 years has been put on hold.
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The five different survey respondent groups are:

® In-school youth: those above 15 years of age in upper secondary or vocational/technical schools who
are currently in Form 5 or Upper 6 (or the equivalent level of education);

® Youth in tertiary education: those aged between 15 and 29 years who are currently enrolled in
various types of higher education institutions;

® Young job seekers: those between 15 and 29 years who are entering the job market for the first
time, those previously employed but now looking for work, and those currently employed but
actively looking to change their current job;

* Young workers: those aged between 15 and 29 years in different employment statuses as paid
employees in standard or non-standard employment and the self-employed who are own-account
workers, contributing family workers or employers; and

e Employers who hire young people: those who operate a business, plantation or other trade and
employ one or more workers to help them. Their establishments can be micro, small, medium
or large.

The sampling frame and design

A major challenge in the survey design was to ensure that different cohorts of youth at different
transition points in their lives were canvassed through the application of appropriate but rigorous
survey data sampling techniques and data collection. For those groups for which sampling frames were
available—namely in-school youth, those in tertiary education and employers—probability sampling
techniques were applied. A probability sampling design based on a randomised and representative
sample list is the best way to represent the population of interest since each member of the population
has the same odds of being selected as a sample. The data were also weighted®® for unequal probability
of selection and adjusted for non-response bias. Hence, the weighted results presented can be considered
representative at the national level, broadly reflecting the population of these three categories.

But since no sampling frames were available for young job seekers and young workers, non-probability
sampling techniques were applied. Although non-probability sampling techniques are less rigorous than
probability sampling, the survey implementation teams were trained extensively to make sure to comply
with specified guidelines and the desired sample size for these two cohorts. Since the data are not
representative of the entire population of these two groups, the results only represent the samples
covered in the survey.

The sampling frame and design for each of the survey components is explained in detail in Appendix
1, and summarised in Charts 1.10 and 1.11. The sample size for each survey component is shown in
Table 1.1. In total, the SWTS canvassed 22,165 youths and 1,620 employers.

*Note: In the charts and tables that follow in the rest of the report, due to rounding totals may not
add up to 100%.

38 In the results estimation procedure, data were weighted using post-stratification procedure to adjust for under- or over-representation of the sample.
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Chart 1.10: Sampling coverage for the SWTS
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Chart 1.11: Sampling design for the SWTS
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Table 1.1: Sample size of the SWTS

Respondents Total number

Youth in upper-secondary education 7,026
Youth in tertiary education 3,572
Young job seekers 5,696
Young workers 5,871
Employers 1,620

Total sample size 23,785

Source: KRI (2018)
The online survey

The SWTS was administered through not only fieldwork for face-to-face interviews but also an online
platform?®. Recognising that many of the targeted respondents might not be accessible online, the online
survey remained a complementary method to the face-to-face data collection. While all five questionnaires
were available online, the online platform was primarily administered to cater for young job seekers
and workers. This was because there are no recent and reliable sampling frames for these two targeted
sub-populations.

The details of the online survey are described in Appendix 2. Although great care was taken to ensure
that the web-based survey would have the largest coverage possible, the response rate especially in
terms of completed questionnaires was disappointingly low (only about 330 responses)—too low for
any meaningful data analysis to be conducted.

Drawing lessons from the SWTS online experience, it appears that the success of online surveys might
necessitate a specific methodology: where the questions are short and straightforward, and the potential
respondents are known and easily-contactable. This experience and the existing literature not only
highlight the difficulties in conducting online surveys but, perhaps more worrying, raise questions and
concerns about the validity and rigorousness of present online survey findings—especially since the
findings often quoted in the media and by employment service agencies, for example, about the job
expectations and wage demands of Malaysian youth or about employers’ views about young job
seekers, are commonly based on online surveys.

39  The Surveymonkey platform was used for the SWTS online survey, http://www.krinstitute.org/swts/
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CHAPTER 2
IN-SCHOOL YOUTH

This chapter examines how secondary schools are preparing youth for employability and describes the
profiles of the students. How young men and women fare in schools and the choices they make
regarding education and training and what they expect out of life and work are shaped by their
characteristics and family backgrounds.

How secondary schools are preparing youth for employability

The Malaysian government provides free education for six years at primary level and five years at
secondary level. Currently, only primary education is compulsory. At the end of secondary education,
students sit for the public common examination, Sijil Pelajaran Malaysia (SPM). School leavers with
SPM qualifications can opt to obtain a pre-university qualification*’, and then subsequently go on to
study for a certificate, diploma or degree at higher education institutions.

Secondary education in Malaysia is provided through different types of schools. Academic education is
offered in national schools, private schools and international schools. Students have the option to be
taught in their mother tongue, the option for a curriculum with a larger emphasis on religious
education, as well as the mainstream option of instruction in the national language. National secondary
schools (Sekolah Menegah Kebangsaan, SMK) are either government-funded or government-assisted and
education is free for students. Education at private schools and international schools is provided for a
fee. The private schools follow the Malaysian national curriculum but offer a wider array of elective
subjects, comprehensive co- and extra-curricular activities and facilities for learning, sports, information
technology and the arts. They place greater emphasis on language, mainly Chinese and English.
Students in the private schools that emphasise Chinese*! can go on to attend Chinese language
universities in other countries. The international schools are also under the supervision of the Ministry
of Education (MOE) but they offer an international curriculum conducted in English** and prepare
students to sit for external international examinations. Some also prepare their students for the SPM.
These high-fee paying international schools are supposed to provide a more child-centred and holistic
approach to learning with diverse extra-curricular activities, superior amenities, smaller classes, and,
sometimes, residential facilities®.

40 Such as the Sijil Tinggi Persekolahan Malaysia (STPM, Higher School Certificate), matriculation programmes or the General Certificate of Education ‘A’ levels.

41 There are also Chinese independent schools that are not under the Ministry of Education (MOE). Independently appointed Board of Trustees work with
the school leadership to manage each of these schools, which are funded through tuition and philanthropic contributions. These schools use Chinese
language as the main medium of instruction, and teach a curriculum developed by Dong Jiao Zong benchmarked against systems such as those used in
Taiwan and England. The schools prepare students for a standardised examination known as the Unified Examination Certificate (UEC, at Year 6 of
secondary school), although many schools also prepare their students for the SPM. The students in these Chinese independent schools account for 4% of
the total recorded number of secondary school students in 2017. See for example, Lim (2017). Note that they are not covered in the SWTS but the survey
does cover those students in private schools emphasizing the Chinese language but under the MOE.

42 The main types of international curriculum approved by MOE are the British, American, Canadian and Australian curricula.

43 Malaysia Education (n.d.)
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Technical schools offer three streams of education—technical, vocational and skills streams*. Technical
education prepares students for higher education and careers in engineering and professional fields. In
addition to studying many of the same academic subjects as students in mainstream schools, students
in technical schools can choose from a set of technical electives ranging from civil engineering to
agricultural sciences to the principles of accounting. Vocational education prepares students for careers
requiring expertise in a specific set of techniques. In contrast to the technical stream which prepares
students for further education, the vocational stream is more career-oriented and provides courses in
pre-employment skills®. In the skills training stream emphasis is given to practical work to develop
competency in trade skills required by related industries.

The tahfiz stream is Islamic education at primary and secondary level with focus on both Islamic
studies and academic subjects, mostly in public schools (national religious schools, state religious
schools, government-aided religious schools, and private schools (Sekolah Agama Rakyat, Sekolah
Agama Persendirian and Sekolah Agama Swasta). The concentration in these schools is on memorising
and understanding the Al-Quran verses and contents*. The SWTS does not cover the private religious
schools or the tabfiz schools*.

The profile of youth in upper secondary schools

Table 2.1 shows the distribution of Malaysian youth in their final years of secondary school (Forms 5
and 6 or equivalent). In the Federal Territories of Kuala Lumpur, Putrajaya and Labuan and the state
of Melaka, the schools are all urban-based, while those in Sabah, Sarawak, Kedah, Kelantan and Perak
are more likely to be in rural areas (Chart 2.1). There are also differences by ethnicity and urban-rural
location (Chart 2.2). The bulk of the students are Bumiputeras with 54% in urban areas as compared
to over 70% of Chinese and Indian students who are in urban schools. More than half of the group
of Other students are in rural schools. The average age of the students is 17 years. Those 20 and above
years of age are mainly in the private schools.

The Malaysia Education Blueprint 2013 — 2025 (Preschool to Post-Secondary Education) highlights
significant variations in education outcomes by state, rural-urban location and type of school, although
these student achievement gaps have been slowly narrowing over time*s. Educational outcomes tend to
be better in urban than rural schools and in private than public schools. States with higher proportions
of rural schools underperform states with fewer rural schools. Furthermore, “socio-economic differences
present a major challenge to achieving equitable outcomes. Educational disadvantage, whereby how
much students’ parents earn and where they go to school correlates with student achievement”#.

44  MOE (2018)

45 MOE (2013, pp.7-7 to 7-9)

46 MOE (2013, p.G-8). See also Malay Mail (2017-a)

47  The tahfiz schools are where the Al-Quran is memorised.
48 MOE (2013, pp.3-17 to 3-21)

49 Ibid., p.3-20
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Table 2.1: Profile of in-school youth

Characteristics

State
Johor
Kedah
Kelantan
Melaka

Negeri Sembilan

Pahang
Penang
Perak
Perlis
Selangor
Terengganu
Sabah
Sarawak
Kuala Lumpur
Labuan
Putrajaya
Strata
Urban
Rural

Form

Form 5
Upper 6
Diploma/other
Sex

Male
Female
Ethnicity
Bumiputera
Chinese
Indian
Others

Age (years)
15

16

17

18

19

20

21

22

23

24

Total

Note: The numbers refer to weighted data based on targeted population of in-school youth, which was provided by the MOE (2017)%.

Source: KRI (2018)

Frequency

68,210
39,230
31,912
17,624
23,933
27,624
28,963
48,087

5,876
86,732
24,986
49,567
47,769
25,890

1,848

1,560

299,572
230,239

410,691
81,043
38,077

224,987
304,824

439,799
67,694
21,317

1,000

1,752
5,131
401,649
49,456
70,088
958

396

198

118

66
529,811
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Percentage

12.9
14
6.0
3.3
45
5.2
5.5
9.1
1.1

16.4
47
94
9.0
49
0.3
0.3

56.5
435

715
15.3
1.2

425
51.5

83.0
12.8
40
0.2

0.3
1.0
75.8
9.3
13.2
0.2
0.1
0.0
0.0
0.0
100.0

50 Data re