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ABSTRAK 
 
Dalam mencapai aspirasi untuk menjadi sebuah negara berpendapatan tinggi, 
berdaya saing dan maju menjelang 2020, kerajaan telah menyasarkan untuk 
melahirkan 50 peratus pekerja mahir dalam pelbagai bidang. Justeru, kertas kerja 
ini bertujuan untuk mengkaji sebarang perbezaan yang signifikan dalam pasaran 
buruh mahir dan tidak mahir di antara 2005 dan 2010. Kajian ini menggunakan 
data yang diambil daripada Jadual Input-Output (I-O) 2005 dan 2010 yang 
dikeluarkan oleh Jabatan Perangkaan Malaysia. Secara umumnya, hasil kajian 
mendapati sumbangan tenaga kerja mahir kepada ekonomi meningkat pada 2010 
berbanding 2005. Sementara itu, sumbangan buruh tidak mahir untuk tempoh 2005 
dan 2010 mempunyai hubungan negatif yang signifikan. Ini adalah selaras dengan 
dasar kerajaan untuk meningkatkan bilangan pekerja mahir serta mengurangkan 
kebergantungan terhadap pekerja tidak mahir.   
 
Kata kunci: Pekerja mahir dan tidak mahir, I-O model, Pengganda Pekerjaan, 
Paired t-test  
 
 

ABSTRACT 
 
In achieving the government’s goal to become a compatitive, developed and high 
income nation by 2020, the government has targeted to produce 50 per cent skilled 
labour in various fields. Hence, this paper aims to investigate whether there is any 
significant difference in skilled and unskilled labour market between 2005 and 
2010. This study used data based on the Input-Output tables for year 2005 and 
2010, produced by the Department of Statistics, Malaysia (DOSM). The main 
findings of this paper is that the contribution of skilled labour to the economy has 
significantly increased in 2010 as compared to 2005. Meanwhile, the contribution of 
unskilled labour for the period of 2005 and 2010 is negatively significant. This is in 
line with the government policies to increase the number of skilled worker and to 
reduce dependency towards unskilled worker. 
 
Keywords: Skilled and Unskilled labour, I-O model, Employment Multiplier, Paired             
t-test JEL Classifications: J21 ; J24  
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1. INTRODUCTION 
 

The Economic Census 2005 and 2010 have reported that the number of employees 
has increased 2.2 per cent to 10.8 million in 2010 from 9.7 million in 2005. Out of the 
total of 10.8 million, a majority comprised unskilled labour. However, the share of 
unskilled labour has declined from 82 per cent in 2005 to 76 per cent in 2010.  
Meanwhile, the skilled labour increased from 18 per cent in 2005 to 24 per cent in 
2010. 
 
According to The Organization for Economic Cooperation and Development (OECD) 
Report, 2013, 58 per cent of the Malaysian labour had only secondary level 
education, 13.2 per cent had primary level education and 2.6 per cent had no formal 
education. This implies nearly three-quarter (73.8 per cent) of the Malaysian labour 
in 2010 was low-skilled and 26.2 per cent had tertiary level education. 
 
Malaysia’s aspiration to become a competitive, developed and high income nation by 
2020 is something that can be realised. Skilled labour is found to be one of the 
important factors towards achieving the vision. Hence, the government is targeting to 
produce 50 per cent skilled workers in various fields towards achieving that goal. 
According to the Ministry of Human Resources, in 2020, the country is expected to 
have 13 million workers and about six million of them are skilled workers in various 
fields (The Borneo Post, 2014). However, this has not been proven by any study.  
 
With 50 per cent skilled labour, Malaysia is able to compete with countries like 
Finland which has 58 per cent skilled labour, Singapore (52 per cent) and Germany 
(80 per cent). Accordingly, in the 2014 Budget, the government has allocated RM330 
million loan fund training under the Perbadanan Tabung Pembangunan Kemahiran 
(PTPK), Ministry of Human Resources to provide loans to the Sijil Pelajaran 
Malaysia (SPM) students for skills training. This progress will benefit nearly 30 
thousand students at the first level of Sijil Kemahiran until level five of Institut Latihan 
Perindustrian (ILP) nationwide. 
 
Highly skilled worker is the goal in human capital development programme since it is 
one of the critical factors in generating and sustaining economic growth in Malaysia.  
As stated in the Eleventh Malaysia Plan, more than 1.5 million new jobs will be 
created and 60 per cent of the jobs requires skilled workers. As of 2016, Malaysia 
has only 28 per cent skilled labour and it is targeted to increase to 35 per cent. 
Eventually, up to date and adequate data would be required to assess the overall 
performance towards achieving the planned goal.  
 
Input – Output analysis is an approach used by policy makers to project, design 
and make decision on national development programme. It is a descriptive tool 
which describes the existing structure of economy; it provides information on 
individual economic sectors, the linkages between them and how to co-vary. It also 
shows the relative importance of individual sectors conditions. (Hussain, 2011).  
This paper aims to investigate whether there is any significant difference in skilled 
and unskilled labour market between 2005 and 2010 in shaping the Malaysia’s 
economy by using input-output model.  
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This paper consists of five sections as follows. Section 2 summaries the studies 
conducted by other researches. The data and methodologies used in this study are 
outlined in Section 3. Section 4 explains the findings of this study. Finally, discussion 
and conclusion. 
  
 

2. LITERATURE REVIEW 
 
There are a number of studies conducted to examine the contribution of skilled and 
unskilled labour in Malaysia. For example, Shalemy and Ishak (2011), Chin and 
Gerald (1999), and Faiz (2007). Meanwhile, Rahmah and Naqiah (2013) studies 
about foreign employment multiplier in Malaysia by using Input-Output Analysis. 
Shamley and Ishak (2011) studied the high skilled workers and productivity in 
manufacturing sector in Malaysia by using Cobb-Douglass Production Function. 
From the study, they concluded that skilled workers contribute positively to the 
productivity in manufacturing sector but limited to the category of professional and 
management. On the other hand, employees in the technical and supervisory level 
have insignificant and negative relationship with the productivity of the manufacturing 
sector. However, this paper only focused on the manufacturing sector. The results 
might be different share the study include more sectors. 

 
The problem on employment in all sectors in Malaysia includes the difficulties in 
getting local labour hence heavy reliance on foreign labour. According to Faiz 
(2007), the need for employment is not only pertain to construction but in other 
economic sectors. This paper also revealed that the construction industry is facing 
shortage in local workers as well skilled labour. He also stated a few factors that 
affect the shortage of skilled labour where they tend to change works or employer, 
demand higher wages, commence new business and others.  
 
According to Chinkook, L. and Gerald, S. (1999), in many developed nations the gap 
between the number of skilled and unskilled labour has been rising sharply for the 
last two decades. Even the US economy’s robust expansion has failed to narrow the 
gap between the number of unskilled compared to the skilled labour. Chin and 
Gerald focused on the empirical effect of US trade on the demand for skilled and 
unskilled labour using Input-Output (I-O) Analysis (Leontief Inverse). They found that 
changes in trade was not the major contributor to changes in the demand for skilled 
workers as compared to unskilled labour. 
 
Currently, the number of foreign labour in Malaysia’s market has increased due to 
lack of domestic labour. Based on the study conducted by Rahmah and Naqiah 
(2013) showed that Agriculture, Fishery and Forestry sectors had the highest 
percentage share of foreign worker in 2005 and 2010 as compared to the other 
sectors. This study focused on foreign employment multiplier in Malaysia by using    
I-O analysis. According to the report from the Ministry of Home Affairs, Malaysia, 
unskilled workers had the highest contribution in manufacturing and agriculture 
sectors, almost 60 per cent in 2010. 
 
It can be seen that there are a few methodologies adopted to examine the 
contribution of skilled and unskilled labour towards economy. Although there is a 
number of literatures that investigates the contribution of skilled and unskilled labour 
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but the studies only focus on certain sectors. Furthermore, limited number of study 
provides an analysis regarding the contribution of skilled and unskilled labour in all 
economy sectors in Malaysia. Thus, this study aims to undertake a comprehensive 
study regarding the contribution of skilled and unskilled labour in all sectors in 
Malaysia. 
 
 

3. METHODOLOGY 
 

3.1 Definition of Skilled and Unskilled Labour 
 

According to the International Standard Classification of Occupations (ISCO-08), 
skilled and unskilled labour can be characterised by various dimensions such as 
based on the nature of work performed in the occupation in relation to the 
characteristics tasks and duties, level of formal education required for competent 
performance of the tasks and duties involved, and the amount of informal on-the-
job training and/or previous experience in a related occupation required for 
competent performance of these tasks and duties. Generally, skilled labour is 
described by high education or expertise levels. While, unskilled labour is 
described as someone with low educational level and less experience. Work which 
requires no specific education or experience is often associated with unskilled 
labour force. For the purpose of this study, we considered the level of education as 
a dimension to classify skilled and unskilled labour. Unskilled labour is defined as a 
group of worker with non-formal education, primary and secondary education. 
While, skilled labour is employee who has a certificate in certain area until 
doctorate (PhD) level. 
 
3.2 Source of Data 
 
This study used data based on the Input-Output Tables for year 2005 and 2010, 
produced by the Department of Statistics, Malaysia (DOSM). The original Input-
Output Tables consists of different number of sectors are aggregated into 120 
sectors and 120 commodities based on Malaysia Standard Industrial Classification 
(MSIC) and Employment obtained from Labour Force Survey (LFS) and Economic 
Census 2005 and 2010. 

 
3.3 Analysis  

 
There is a number of approaches developed to determine the economy impact. For 
example, J.R. Mark and S. Emmanuel (1997) have employed Ordinary Least 
Square method to study the long-run demand for skilled and unskilled labour in 
Colombian Manufacturing Plants. Besides, R. Radouane and H.Hicham (2014) 
have used Computable General Equilibrium Model (CGEM) in the study of 
Relocation and Inequalities between Skilled and Unskilled in Northern Countries.  
 
In this study, we have employed input-output model to examine the impact of 
skilled and unskilled labour to the Malaysia economy. Recently, this method has 
been used by Rahmah and Naqiah (2013) in the study of foreign employment 
multiplier in Malaysia. Nevertheless, it is believed that the input-output technique is 
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a comprehensive method to study the multiplier effect. This is because, input-
output model can be used to investigate the effect of multiplier across sectors of 
the economy. 

The basic multiplier model in I-O is written as follows: 

xt = (I-A)-1 * ft                      (1) 

Where: 

xt  = Vector of domestic product 
 I   = Identity Matrix 
A   = Domestic input coefficient matrix 
(I-A)-1 =Total requirement matrix or mostly known as Leontief inverse matrix 
ft   = Vector of final demand 
 
From the above equation, it is extended to estimate employment multiplier and the 
model is expressed as follows:  

lt = et’* (I-A)-1 
                                                                                                                   (2) 

Where: 

lt  = the employment generated  
t   = 2005 and 2010    
et’ = Vector of employment  
 
et’ consists of ratio of skilled labour to total labour (et’

SL) and ratio of unskilled labour 
to total labour. (et

’USL)  
 

et’ = et’
SL + et

’USL = 1        (3) 

The effect of skilled labour to the economy can be analysed by expanding equation 
(2). Hence, the model is written as: 

lt
SL= et’

SL * (I-A)-1                                                                                                     (4a) 

 and the effect of unskilled labour to the economy is written as:  

lt
USL = et’

USL * (I-A)-1
                         (4b) 

 
Paired t-test used to investigate whether the skilled or unskilled labour have 
significant contribution to the economy for the period of 2005 and 2010. It is 
expected that there is a significance difference in terms of employment multiplier 
between 2005 and 2010. The impact of skilled labour to the economy in 2010 is 
expected to be greater than in 2005. On the other hand, the impact of unskilled 
labour to the economy is expected to be smaller in 2010 as compared to 2005.  
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4. FINDINGS  
 

4.1   Contribution of Skilled Labour to the Economy 
 
Based on the Paired t-test result, with significance value α=0.05, indicates a 
significance difference in employment multiplier between 2005 and 2010 (p-value 
=0.0062). The contribution of skilled labour to the economy has significantly 
increased in 2010 as compared to 2005 where mean value of multiplier for skilled 
labour is 0.461 as compared to 0.429 recorded in 2005.  
 
4.2   Contribution of Unskilled Labour to the Economy 
 
From the paired t-test analysis, it was found that there is a significant difference in 
terms of employment multiplier between 2005 and 2010 (p-value < 0.001). Mean 
value for multiplier of unskilled labour in 2010 is 1.288 which is smaller than 1.454 
recorded in 2005. This reveals that the contribution of unskilled labour for the period 
of 2005 and 2010 is negatively significant.  
 
4.3 Contribution of Skilled and Unskilled Labour by Sector 
 
Further investigation need to be conducted across sectors to assist the policy 
makers in determining which sector(s) of the economy should be invested in.           
A comparison of output multipliers would show where spending would have the 
greatest impact on output or employment generated throughout the economy 
(Hussain, 2011).   
 
Since the objective of the study is to look at the pattern of skilled and unskilled labour 
in the  labour market for the period of 2005 and 2010, the findings had focused on 
the sectors with the highest differences in multiplier. Table 4.1 portrays ten sectors 
with the highest multiplier increase of skilled labour for the period of 2005 and 2010, 
led by Measuring, Checking & Industrial Process Equipment (0.448), followed by 
Other Mining and Quarrying (0.356)  and Recycling (0.340).  
 
In 2005 and 2010, Measuring, Checking & Industrial Process Equipment sector have 
an employment multiplier of 0.3 and 0.7, respectively. This denotes that for every 
new skilled labour created in this sector, there are a total of 0.3 and 0.7 jobs created 
throughout the economy in 2005 and 2010 respectively.   
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Table 4.1: Top Ten Sectors with Highest Increase in Skilled Labour Multiplier 
 

 
SECTOR 

 
2005 2010 DIFFERENCES RANK 

Measuring, Checking & Industrial 
Process Equipment 

0.293 0.741 0.448 1 

Other Mining and Quarrying 0.103 0.458 0.356 2 

Recycling 0.167 0.507 0.340 3 

Sheet Glass and Glass Products 0.300 0.613 0.313 4 

Communication 0.713 1.023 0.311 5 

Confectionery 0.184 0.441 0.257 6 

Medical, Surgical and Orthopedic 
Appliances 

0.405 0.646 0.241 7 

Forestry and Logging  0.112 0.350 0.238 8 

ICT & Computer Services 1.082 1.303 0.221 9 

Financial Institution 0.843 1.049 0.206 10 

 
Table 4.2 shows ten sectors with the highest multiplier decrease of unskilled labour 
led by Highway, Bridge and Tunnel Operation Services (-0.976), Metal Ore Mining         
(-0.863) and Tobacco Products (-0.838).  
 
Table 4.2: Bottom Ten Sectors with Highest Decrease in Unskilled Labour     

Multiplier 
 

 
SECTOR 

 
2005 2010 DIFFERENCES RANK 

Highway, Bridge and 
Tunnel Operation 
Services 

1.950 0.973 -0.976 120 

Metal Ore Mining 1.802 0.940 -0.863 119 

Tobacco Products 1.687 0.849 -0.838 118 

Other Public 
Administration 

1.217 0.419 -0.797 117 

Pharmaceuticals, 
Chemicals & Botanical 
Product 

1.555 0.897 -0.659 116 

Air Transport 1.708 1.075 -0.632 115 

Finishing of Textiles 2.136 1.517 -0.619 114 

Electricity and Gas 1.458 0.863 -0.596 113 

Stone Clay and Sand 
Quarrying 

1.696 1.120 -0.576 112 

Flower Plants 1.722 1.161 -0.561 111 

 
From table 4.3, five sectors were identified to having a smaller multiplier effect of 
skilled labour in 2010. This shows that the additional skilled employment generated 
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in 2010 was smaller than in 2005. The highest multiplier decrease was recorded by 
Fertilizer (-0.522), Water Transport (-0.234), Air Transport (-0.234), Other Private 
Services (-0.228) and Stone Clay & Sand Quarrying  (-0.225). 
 
Table 4.3:  Bottom Five Sectors with Highest Decrease in Skilled Labour 

Multiplier   
 

 
SECTOR 

 
2005 2010 DIFFERENCES RANK 

Fertilizers 0.886 0.364 -0.522 120 

Water Transport 0.814 0.580 -0.234 119 

Air Transport 1.169 0.935 -0.234 118 

Other Private Services 0.414 0.186 -0.228 117 

Stone Clay and Sand 
Quarrying 

0.390 0.165 -0.225 116 

 
With the emergence of new technologies in various sectors of the Malaysian 
economy, the dependency towards unskilled labour is expected to be decreasing. 
However, from the analysis, 32 sectors are found to be in contrast with the above 
statement, led by five sectors as presented in Table 4.4. The employment multiplier 
of unskilled labour of these sectors is found to be greater in 2010 than 2005.  

Table 4.4:  Top Five Sectors with Highest Increase in Unskilled Labour      
Multiplier 

 

SECTOR 2005 2010 DIFFERENCES RANK 

Recycling 0.976 1.595 0.618 1 

Forestry and Logging 1.155 1.751 0.596 2 

Wooden and Cane Containers 1.667 2.229 0.561 3 

Sawmilling and Planning of 
Wood 

1.624 2.096 0.471 4 

Business Services 0.985 1.409 0.424 5 

 

 

5.    DISCUSSION AND CONCLUSION  
 
The contribution of skilled labour in shaping the economy of the country has been 
proven by many researchers. Skilled labour is also crucial in generating the gross 
domestic product (GDP), improving the image of the industry and creating a 
productive workforce (Mohamad Faiz, 2008). Shamley and Ishak (2011) have 
concluded that skilled workers contribute positively to the productivity in the 
manufacturing sectors. 
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In achieving the government’s goal to become a competitive, developed and high 
income nation by 2020, the government has targeted to produce 50 per cent skilled 
labour in various fields. Currently, the country had only 28 per cent skilled labour and 
it was targeted to increase to 33 per cent next year. 
 

 Hence, this study was conducted with the aim to investigate whether the pattern of 
skilled and unskilled labour in current labour market is in line with government 
intention. The analysis across sectors was conducted to identify which sector(s) 
employment changes occur. It can be concluded that the initial findings is aligned 
with the government policy to increase the number of skilled workers and to reduce 
the dependency towards unskilled labour. The detailed information provided by 
employment multiplier across sectors perhaps serve as valuable input to the national 
planners in determining which sectors need to be improved.  
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