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Foreword from the 
Minister of Human Resources, 
Malaysia



As Malaysia ramps up its efforts towards becoming a high-income, developed 
nation with a 35 percent skilled workforce by the year 2020, a key factor in realising 
this ambition is the up-skilling, re-skilling and multi-skilling of the Malaysian workforce.

The backbone of any country is its workforce; it is what drives the economy. This is 
why human capital development plays such a significant role in every Malaysia Plan. 
The 11th Malaysia Plan (2016 - 2020) highlights how this area is a critical enabler 
for driving and sustaining Malaysia’s economic growth and supporting the transition 
of all economic sectors towards knowledge-intensive activities.

As we enter an era where those born at the turn of the century come of age and 
join the workforce, we find ourselves faced with several challenges, among which is 
the growing prominence of the Fourth Industrial Revolution (IR 4.0) and the digital 
economy. Innovative solutions are needed for our workforce to remain relevant and 
competitive in the rapidly-developing digital reality we live in today. 

Investments in the education and the re-skilling, up-skilling as well as multi-skilling 
of local talent are crucial to improving social mobility and the well-being of our 
Rakyat as a whole. This is no mean feat, and it is for this reason that the Malaysian 
Government works closely together with strategic partners, such as the Human 
Resources Development Fund (HRDF), which is under the purview of the Ministry of 
Human Resources. 

By offering several initiatives targeted at various segments of society, HRDF plays 
a significant role in preparing the Malaysian workforce for the world of work today 
and the future. This HRDF National Workforce Human Capital Development Blueprint 
2018 - 2025, which you hold in your hands, lays out the way we will make greater 
strides in upgrading our Malaysian talent.

Congratulations to the Human Resources Development Fund for its achievements 
in advancing the Malaysian workforce thus far. With this Blueprint, I expect the 
organisation to reach greater heights as the nation continues its push towards 
becoming a high-income developed nation by 2020 and beyond, as well as rank in 
the top 20 countries by 2050.

Sincerely,

DATO’ SRI (DR) RICHARD RIOT ANAK JAEM  
MINISTER OF HUMAN RESOURCES, MALAYSIA



Message from the 
Chief Executive, 
Human Resources Development Fund 



As the world continues its way towards becoming more connected and 
digitalised, we Malaysians are faced with two options: embrace the inevitable 
changes that are happening, or get left behind. The key to embracing such 
changes and remaining relevant in tomorrow’s world is by preparing today.

The 11th Malaysia Plan (2016 - 2020) continues to push the human capital 
development agenda of producing workers who are equipped with the right 
knowledge, skills and attitude. This is to enable Malaysia to thrive in a globalised 
economy in the face of new world orders such as the ASEAN Economic 
Community. We have a mere two years to hit our goal of becoming a high-income 
developed nation with a 35 percent skilled workforce by 2020, requiring us to 
make concerted efforts towards realising this ambition. 

Since its inception in 1993, the Human Resources Development Fund (HRDF) 
has evolved from managing a sizeable fund to becoming a one-stop-centre 
for providing novel HRD solutions to the critical mass of the country’s small 
and medium sized enterprises. Never has the need for innovative workforce 
solutions been as great as it is today. The fast-approaching Fourth Industrial 
Revolution (IR 4.0) necessitates the urgent up-skilling, re-skilling and multi-
skilling of our human capital. 

On this score, this HRDF National Workforce Human Capital Development 
Blueprint 2018 - 2025, outlines the steps that HRDF is committed to take, to 
catalyse the preparation of Malaysian talent for this digital reality. In doing so, 
we have worked closely with the World Bank and gathered the input of various 
stakeholders via benchmarking exercises of learning and development practices 
from around the world, as well as a detailed evaluation of HRDF’s effectiveness, 
among others.

We trust you will find the data and analysis shared both insightful and helpful 
in transforming yourself and your people, growing your business and creating a 
better future for everyone.

Sincerely,

DATO’ CM VIGNAESVARAN A/L JEYANDRAN 
CHIEF EXECUTIVE 
HUMAN RESOURCES DEVELOPMENT FUND



Establishment and 

Accomplishment

HRDF has consistently grown 
and expanded its efforts in 
developing Malaysia's workforce 
in tandem with our strong 
economic growth over the years.

Base
Focused on developing 
sound institutions and 
regulations, country 
infrastructures, stable 
systems, health and 
access to primary 
education.

Emerging 
Focused on development 
of people, training and R&D, 
the quality and quantity of 
education, and technological 
readiness.

Mature 
Focused on creating and 
enhancing industries, 
knowledge focus, strong 
R&D, innovation building and 
sustainable value creation.

Establishment 
of HRDF through 
Human Resources 
Development
Act 1992

Known as 
Pembangunan 
Sumber Manusia 
Berhad (PSMB) 
via the PSMB Act 
2001

Establishment of 
National Human 
Resources Centre 
(NHRC) as a one-
stop centre for 
SMEs in Human 
Resources 
Management

Implementation of 
1Malaysia Globally 
Recognised Industry 
and Professional 
(1MalaysiaGRIP) 
Programme

Implementation 
of HRDF Pool 
Fund

Appointment 
of PSMB as 
the Training 
Coordinating Body 
for SMEs from 
the National SME 
Development 
Council (NSDC)

Expansion of the 
PSMB Act 2001 
to cover 19 new 
sub-sectors

1993

2001

2004

2011

2014

2015

2016

Factor-drivenInnovation-driven Efficiency-driven

Since our inception 
in 1993,  HRDF has 

been the driving 
force behind some 

of Malaysia’s recent 
advances in the 
Human Capital 

Development Sector.



Effectiveness

HRDF will continue to work to ensure that  
the programmes it supports meet the 
needs of employers, and of a knowledge-
based economy

Impact

Registration with HRDF 
increases a firm's 
likelihood of training by 
24 percentage points 

HRDF registration 
increases the share of 
workers trained by  
19 percentage points

HRDF-registered firms 
train more and higher 
share of workers than 
firms in Agriculture and 
Construction, which are 
not covered by HRDF.

25% of job changes after HRDF 
trainings were promotions from an 
unskilled to a skilled job.

24 percentage
points 19 percentage

points

HRDF's training 
contributes to 
productivity, 
up-skilling, and 
higher wages.

Training an additional 1 percentage point 
of a company's workforce is associated 
with a 1% increase in productivity 
among Malaysian companies. However, 
HRDF-registered firms show a 
3% increase in productivity.

Agriculture Construction



Future  
Workforce

There is a challenge ahead for 
our nation. There are currently 
15 million employees in the 
labour force and less than 30% 
of them have adequate access 
to the training necessary to 
up-skill and re-skill for the 
changing nature of work.

The Challenges

With technological advances 
moving at such a rapid rate, there 
are 3 major concerns:

• Loss of employment
• Not being globally competitive
• Not achieving our goal of 

becoming a high-income nation

Small-and-Medium 
Enterprises 

(SMEs) make up 

97.3% of 
businesses in 

Malaysia

Approximately 70% 
of Malaysian workers 
are not covered by any 
structured training 
funds or programmes 
— most of them are 
employees of SMEs

65% of the 
workforce are 
employed by 
SMEs



Digitisation and its manifestation in business 
processes, known as Industry 4.0 (IR 4.0), are 
causing significant transformations.

Industrial Revolutions

So what do we need to do?

The Second Industrial Revolution 
used electric power to create 
mass production

The Fourth Industrial Revolution 
builds on the Third and now has 
cyber-physical systems (CPS) 
which has networked information 
and communications technology 
(ICT) interacting with automated 
production for added efficiency

The Third Industrial Revolution 
used electronics and information 
technology to automate 
production

The First Industrial Revolution 
used water and steam power to 
mechanise production

Smart Factory

Smart Home 
& Building

Smart Devices

Healthcare
Smart Mobility



The uncertain and dynamic future of IR 4.0 
will require a new approach to human capital 
development

Mindset 
Change

Industrial Based 
Certification 
Programme

(INBASE)

Centres of 
Excellence in 
Technology 

(CoETs)

Training 
Programmes  with 
the National Big 

Data Association 
and others

Moving Forward Strategically
HRDF's IR 4.0 initiatives

• Labour market surveys and projections
• Slow-paced, lack detail

• Utilising information from online 
jobs boards

• Constant updating, granular detail

Traditional Labour Market 
Information (LMI)

Real-Time Labour Market Information

• Secondary and university sufficient
• Supplemented with On-the-Job-

Training (OJT)

• Train across lifecycle
• Apprenticeships, Action Labour Market 

Programs (ALMP) in addition to OJT

Traditional schooling Lifelong Learning

• Large employers responsible for training • Supplemental resources provided to 
individuals to access training

Employer-based OJT Learner-Centred Training



To catalyse the up-skilling, re-skilling and 
multi-skilling of the Malaysian workforce in 
line with the national goal of having a 35% 
skilled workforce by the year 2020.

The 
Blueprint

The HRDF Blueprint 
is a result of close 

engagement among 
HRDF, employers, 

industry, and other 
stakeholders

CEO and Board 
consultations

e-Consultations 
with 

stakeholders

Effectiveness 
study

Analysis of HRDF 
documents and 

data

Technical 
and steering 
committees

Benchmarking 
study

Discussions with 
HRDF staff

Study 
Visits

Qualitative 
Survey

How we quantified it

What we measured

The effectiveness 
and impact of HRDF 
(quantitative and 
qualitative methods)

Quality of 
management 
survey  (for the first 
time in Malaysia)

Benchmarking of 
HRDF to international 
comparators 
(meta-analysis of 
international evidence 
and two study visits)

Actionable 
recommendations

01 03 02 04 



Human Capital 
Development Blueprint

STRATEGIC OBJECTIVES

Improving 
compliance

Expanding 
coverage 
strategically

Developing 
contestable 
training markets

• Improve the 
benefits of training 
by reducing admin 
costs

• Engage in education 
and information 
campaigns

• Improve 
enforcement

• Seek out coverage 
expansions 
where training 
rates are low and 
sector-based 
training bodies are 
insufficient

• Expand use of 
outcomes-based 
contracting

• Monitor and 
evaluate training 
providers

• Improve data 
collection for better 
monitoring and 
evaluation

BUILDING ON STRENGTHS
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1 2 3

• % of skilled workers 
under HRDF

• Growth in registered 
employers

• Growth in levy 
collection

• % of skilled workers 
under HRDF

• Growth in registered 
employers

• Growth in levy 
collection

• Implement 
performance-based 
contracting

• Number of training 
providers assessed 
in Star Rating 
system



The content here 
points to HRDF's 
relevance to the 
workforce in Malaysia. 
This Blueprint was 
developed in line 
with the major 
national development 
documents.

Deploying 
intelligent 
human capital 
solutions

Deploying 
lifelong 
human capital 
development 
solutions

Deploying 
learner-centred 
human capital 
development 
solutions

• Make HRDF a hub 
for knowledge, 
research, and 
information about 
human resource 
development

• Improve links with 
employers

• De-centralise to 
meet local needs

• Support 
apprenticeships

• Expand support 
for displaced and 
retrenched workers

• Promote recognition 
of learning done 
throughout lifecycle

• Offer training 
solutions to 
individuals

MOVING FORWARD STRATEGICALLY

4 5 6

• Implement big data 
analytics and real-
time LMI

• Number of training 
providers assessed 
in Star Rating 
system

• HR capability 
building for SMEs

• Number of new 
National Human 
Resource Centre  
(NHRC) subscribers

• Implement Sectorial 
Training Committees 
(STC) initiatives

• More decision 
making in branch 
offices

• Number of apprentices 
trained

• Number of trainings 
for retrenched workers

• Number of jobs 
and resumes 
on 1MALAYSIA 
Outplacement Centre 
(1MOC)  job portal

• Number of Recognition 
of Prior Experiential 
Learning Scheme 
(RPEL) participants

• Introduction of 
learner-centred 
instruments

2018 - 2025



Target

Increase the percentage 
of skilled workers under HRDF, 
HRDF-registered employers 
and levy collection

35% skilled workforce

Implement 
performance-based 
contracting of training 
providers assessed through 
the Star Rating system



Together, let's 
enable Malaysia 
to achieve a 
high-income, 
developed nation 
status by the year 
2020 and beyond



World Bank Group’s
Social Protection & Jobs Global Practice
20 November 2017

NATIONAL 
WORKFORCE 
HUMAN CAPITAL 
DEVELOPMENT 
BLUEPRINT

NATIONAL 
WORKFORCE 
HUMAN CAPITAL 
DEVELOPMENT 
BLUEPRINT

NATIONAL 
WORKFORCE 
HUMAN CAPITAL 
DEVELOPMENT 
BLUEPRINT

NATIONAL 
WORKFORCE 
HUMAN CAPITAL 
DEVELOPMENT 
BLUEPRINT
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Executive Summary

This is a Blueprint for HRDF’s role in a future defined by 
digitisation, automation, and IR 4.0.  
This Blueprint draws on conversations with stakeholders, a benchmarking exercise of training practices 
across the world, a study of Human Resources Development Fund effectiveness, and many other inputs. The 
Blueprint is developed taking into account the ongoing labour market developments associated with Industry 
4.0, digitisation, and automation. These developments mean that the nature of work is changing. New jobs 
are emerging and old jobs are disappearing and changing, bringing both significant disruption and opportunity. 
Agencies tasked with human capital development are trying to keep up as skills needs evolve more and more 
quickly.

HRDF can play a critical role in how Malaysia navigates the 
future of human capital development. 
First, HRDF must build on its strengths. It must improve firm compliance with registration and levy payment 
requirements. It must also expand coverage strategically, focusing any coverage expansions on sectors where 
its training solutions can have the most impact. HRDF must also continue to build contestable markets that 
reward high-quality, high-impact training. Second, HRDF must move forward strategically. This means deploying 
human capital development solutions that are intelligent, that are adapted to lifelong learning needs, and that are 
targeted to individual learners. 

Blueprint for HRDF's future

Building on strengths Moving forward strategically

Improving 
compliance

Expanding coverage 
strategically

Develop 
contestable 

training markets

1. Improve the 
benefits of 
training by 
reducing admin 
costs

2. Engage in 
education and 
information 
campaigns

3. Improve 
enforcement

1. Make HRDF a hub 
for knowledge, 
research, and 
information 
about human 
resource 
development

2. Improve links 
with employers

3. Decentralised to 
meet local needs

Deploying 
intelligent human 
capital solutions

Deploying lifelong 
human capital 
development 

solutions

Deploying learner-
centred human 

capital development 
solutions

Strategic areas and actions in the Blueprint for HRDF’s future

1. Support 
apprenticeships

2. Expand support 
for displaced 
and retrenched 
workers

3. Promote 
recognition of 
learning done 
throughout 
lifecycle

1. Seek out coverage 
expansions 
where training 
rates are low and 
sector-based 
training bodies are 
insufficient

1. Expand use of 
outcomes-based 
contracting

2. Monitor and 
evaluate training 
providers

3. Improve data 
collection for 
better monitoring 
and evaluation

1. Offer training 
solutions to 
individuals
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The Economic Transformation Programme is the 
culmination of a development era that sought 
Malaysia’s transformation into a developed, 
knowledge-based economy. 
Significant reductions in poverty under the New Economic Policy of the 1970s and 
1980s ushered in a new type of development prerogative in Malaysia. The Vision 2020 
development era aspired Malaysia’s transformation into a fully developed economy. The 
National Development Policy of the 1990s and the National Vision Policy of the 2000s 
sought balanced development in Malaysia through private sector growth and the adoption 
of advanced technology. The New Economic Model, launched in 2010, undertook to put 
Malaysia on the path to high-income status by 2020 through growth based on inclusiveness 
and sustainability. The Economic Transformation Programme (ETP), consisting of a group of 
Strategic Reform Initiatives to drive competitiveness in 12 National Key Economic Areas, 
has been the guidepost for achieving the aims of the New Economic Model.

The Economic Transformation Programme 
views human capital development as a critical 
component to achieve Malaysia’s objective of 
becoming a high-income country by 2020. 
Human capital features prominently in the ETP’s Strategic Reform Initiatives, one of which 
aims to strengthen the skills of the workforce according to the needs of Malaysia’s key 
economic areas. This involves transforming the workforce through up-skilling and re-skilling, 
leveraging women’s talent, and utilising labour market analysis. The up-skilling foreseen 
in the ETP is to be driven by collaboration with industry. This also involves transforming 
the workplace through reform of labour laws, the labour safety net, and human resource 
management in small and medium sized enterprises (SMEs).

 01 

 02 
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Figure 2: 

Value-added as a percentage 
of GDP by sector, 1970 to 2015 

Figure 1:  

Malaysia’s average annual 
GDP growth, 1970 to 2015

The Eleventh Malaysia Plan (2016-2020) also puts 
a strong focus on human capital development.  
The Eleventh Plan is a particularly important plan because it is the final national strategy 
before the culmination of the Vision 2020 development era. In the context of a general 
message of anchoring growth on people, the document emphasises the importance of 
human capital. Accelerating human capital development for becoming an advanced nation 
is one of the Eleventh Plan’s six strategic thrusts. The thrust recognises human capital as a 
critical component of economic growth and the transition to a knowledge-based economy. 
The Eleventh Plan echoes the themes of the human capital Strategic Reform Initiative, and 
links human capital development directly to the needs of an efficient and effective labour 
market. It highlights a shift to industry-led TVET programmes, up-skilling, and a lifelong 
approach to skills development. In particular, the Eleventh Plan seeks to improve training 
programmes and the quality of education and to enhance labour market efficiency by 
reducing skills mismatches and improving labour market information.

Consistent with the goals of these plans, Malaysia 
has reduced poverty to negligible levels, urbanised, 
and evolved from a resource-based economy into 
one dominated by manufacturing and services. 
Annual GDP growth rates have averaged more than 5 percent in each decade since 1970 
(Figure 1). The urban population increased from just a third of the population in 1970 to 
three quarters in 2015. Alongside this strong economic growth and urbanisation, poverty 
declined dramatically from double digits in the 1970s at the introduction of the New 
Economic Policy to less than one percent today. Malaysia also made significant investments 
to ensure that its physical infrastructure and business environment are capable of meeting 
the demands of a competitive global economy. This is reflected in high standings on the 
World Economic Forum’s infrastructure ranking and the World Bank’s Doing Business 
assessment. As a result of all of these developments, Malaysia has undergone a significant 
economic transformation. An economy that had been heavily reliant on commodities and 
agriculture is now driven by the services sector, which is responsible for more than half of 
economic output (Figure 2).
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Figure 3:   

The education level of Malaysia’s labour force, 1990 to 2015

These economic transformations have occurred 
alongside similarly significant developments in the 
supply of and demand for human capital.  
Access to education has increased significantly in Malaysia in the last several decades. 
Between 1990 and 2015, the percentage of Malaysia’s labour force with secondary or 
tertiary education more than doubled from 31 percent to 66 percent (Figure 3). Consistent 
with the economic transformation described above, over the last two decades, there has 
been an important reallocation of labour away from agriculture and mining, and to a lesser 
extent away from manufacturing, towards both high and low value-added services. At the 
same time, Malaysia’s approach to workforce development has matured. The Malaysia 
Qualifications Framework and the National Occupational Skills Standard are two advances 
that have helped ensure the skills of Malaysian workers.

However, new forces are shaping Malaysia and 
the global economy. 
Regional integration in Southeast Asia through the ASEAN Economic Community, 
implemented in 2015, is likely to transform how Malaysia interacts with its neighbours. 
Integration will shift where jobs are located and change which occupations are in demand, 
reinforcing employers’ already growing need for workers with a mix of both technical 
competencies and soft skills like teamwork, communication, and leadership (ILO and 
ADB 2014). While the fate of global agreements such as the Trans-Pacific Partnership is 
uncertain, Malaysia’s success in utilising trade agreements to its advantage suggests 
that it will continue pursuing such agreements, driving up demand for high-skilled labour 
particularly in the services sector even further (World Bank 2016c). Malaysia will also 
begin to experience the effects of population aging. The working age population will begin 
to shrink in 2020 according to United Nations projections; growth in the share of the 
population that is 65 and older has already begun to increase. This means that Malaysia can 
no longer rely on a large working age population to drive growth, especially as public policy 
seeks to limit immigration.
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Industry 4.0 is transforming entire industries 
and economies. 
Digitisation and its manifestation in business processes, known as Industry 4.0 (IR 4.0), 
are causing significant transformations. Cross-border trade of physical goods and financial 
flows have stagnated in recent years after growing steadily since the 1990s (Figure 4). At 
the same time, however, digital flows of information have swelled (MGI 2016). This means 
that more firms and more people can participate in the global economy, but also that 
competition is fiercer and more disruptive and that new skills are needed to succeed. New 
advanced technologies are becoming cheaper and are being combined in ways that mean 
change happens even more quickly (WEF 2017b). Artificial intelligence, self-driving vehicles, 
cloud computing, 3D manufacturing, and blockchain are just a few of the technologies that 
are transforming entire industries from shipping to healthcare.

Digitisation is transforming who works. 
Computerisation has made some jobs obsolete while creating others. Computers are good 
at doing tasks that are repetitive or routine, whether cognitive or manual. Jobs requiring 
these types of tasks have become less prominent (Autor, Levy, and Murnane 2011). A 
recent study from Khazanah Research Institute estimates that more than half of all current 
jobs in Malaysia are at high risk of automation (Ng 2017). In contrast, jobs that require the 
kinds of non-routine thinking that computers are less adept at doing have become more 
common. This shift is apparent in the skills content of the Malaysian workforce. Routine 
skills have become less prominent in jobs held by workers aged 35 and younger while 
non-routine cognitive skills have become much more prevalent (Figure 5). This pattern 
tends to benefit, on one hand, high-skilled individuals who have computer and technology 
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Figure 4:   

Total global goods, services, and financial flows, 1990 to 2014
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tends to benefit, on one hand, high-skilled individuals who have computer and technology 
skills and advanced cognitive and socioemotional skills and, on the other hand, low-skilled 
workers in jobs that require interaction with customers or constant adaptation to new 
situations (Autor and Dorn 2013) (Figure 6). At the same time, the ultimate disruptive 
impact of automation is difficult to predict because automation affects tasks rather 
than entire occupations, which could mean that occupations are transformed rather than 
destroyed (Arntz, Gregory, and Zierahn 2016).
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Figure 5:  

The skills content of jobs held 
by Malaysians born after 1974
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Figure 6:  

Worker tasks and the ease of automation

Digitisation is also changing how people work and 
what they do at work. 
Digitisation creates opportunities for entrepreneurship and self-employment by lowering 
the costs of entering markets and making information about how to enter markets more 
accessible. Entrepreneurs can market their own products in online marketplaces. Other 
workers can pursue self-employment opportunities as Grab taxi drivers, Airbnb hosts, 
and Foodpanda delivery drivers, all occupations that are facilitated by digitisation. Digital 
technologies offer the possibility for remote delivery of medicine and education, and expand 
opportunities to work from home. However, many of these new jobs are part-time or informal 
and do not come with health care, unemployment insurance, workplace protections, or other 
benefits like on-the-job training. Automation is also changing the types of tasks done by 
workers in the same occupation. In Amazon fulfilment centres, workers who previously lifted 
and stacked heavy bins of customer orders now oversee robots who transport the bins to 
them so that they can select the correct items (Winfield 2017). As these robots improve 
the continued need for human workers is in question.
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Ultimately, digitisation and automation have the 
potential to result in significant job loss, but also 
to expand economic opportunities and create new 
jobs as new technologies open up new markets 
and increase productivity and as ICT and related 
industries expand. 
While the new technologies associated with Industry 4.0 are likely to have significant 
disruptive effects in Malaysia’s labour market, such changes are not unprecedented. 
Indeed, in 1982, 30 percent of Malaysians worked in agriculture. 35 years later, just 
11 percent do. Not all disruption is bad. Automation will likely bring with it increased 
productivity, along with new opportunities to develop, engage with, and supervise the 
technologies of the future. What is more certain is that these trends are likely to have 
unequal effects. Lower-skilled, lower-wage occupations are at more risk, putting already 
vulnerable workers at more risk. There are even concerns about “superstar-biased 
technological change” that only benefits a very small segment of society (Bernstein and 
Raman 2015).

Policy can prepare workers to succeed in Industry 4.0.  
Technological changes are the product of incentives faced by the firms producing them 
(Acemoglu 2002). One of the key inputs they consider is the supply of labour of different 
skill levels. Policy decisions have a significant impact on the skills of the workers who will 
be impacted by technological change. Investments in education prepare workers for the 
labour market. On-the-job training helps existing workers adjust to new developments at 
their workplace. Support for jobseekers helps retrenched workers and those transitioning 
between jobs to up-skill and re-skill. Safety nets like unemployment insurance are a 
backstop for workers who fall behind. Far from being passive observers of technological 
evolution, policymakers can actively prepare workers to succeed in Industry 4.0.

The Government of Malaysia is confronting the 
challenges posed by digitisation and Industry 4.0 
in the Transformasi Nasional planning process.
Transformasi Nasional (TN50) seeks to set the course for Malaysia to succeed in a digitally 
connected, highly automated world. TN50 is an initiative to plan for Malaysia to become 
a top 20 nation in economic development, social advancement, and innovation between 
2020 and 2050. The plan recognises the transformations that have been occurring and 
contemplates how developments like artificial intelligence and the sharing economy will 
affect the demand for skills, the labour force, and education and training.

 10 
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The Human Resources Development Fund will be a 
critical steward of human capital development on 
Malaysia’s path to becoming a top 20 nation in a 
digitally connected world. 
The Human Resources Development Fund (HRDF) is at the crux of the economic trans-
formations contemplated in the Transformasi Nasional process. As a broker of training¹, 
a centre for human resources consulting, and a hub for information about industry skills 
needs, HRDF is positioned to provide the solutions to the human resources development 
challenges that Malaysia will face in the next thirty years. Given the rapid pace of change, 
on-the-job training, one of HRDF’s main areas of expertise, will be increasingly important 
as new technologies force employers and workers alike to adapt over and over to new 
developments well after workers leave the educational system.  

HRDF will need to continue to evolve in order to be 
as effective as possible. 
There are many challenges in developing human capital in the digitally connected and 
automated world. New occupations are appearing, occupational tasks are changing, and 
job requirements are becoming more complex. The returns to digitisation are likely to be 
concentrated among the most highly skilled workers, increasing inequality and raising 
concerns about how to target appropriate training and skills development to less-skilled 
workers. Finally, the pace at which automation and digitisation will affect the labour market 
is uncertain. These challenges will require HRDF to build on its strengths and expand into 
new areas. Training systems will need to be updated with a focus on developing skills profiles 
that combine technical competencies and socioemotional capacities. HRDF will need to 
help foster workplace cultures that encourage digital engagement and help humans and 
automated processes work together. HRDF will also need to develop its capacity as an 
information hub to utilise new technologies to ensure that its training systems are always 
up-to-date.

1  The term “brokered” is used to refer to training that is obtained via the HRDF levy system or via HRDF’s special 

initiatives. The term is used to emphasise that HRDF not only funds training programmes, but also helps create 

a market for training by registering employers and training providers, approving certain training programmes, and 
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The Human Resources Development Fund is 
charged with up-skilling, cross-skilling, and 
re-skilling to help Malaysia achieve a workforce 
that is 35 percent skilled. 
The Human Resources Development Fund (HRDF) was established in 1993 under the 
Ministry of Human Resources. The organisation, governed by the Pembangunan Sumber 
Manusia Berhad Act 2001 (PSMB Act 2001), is charged with the development of a 
competent local workforce that contributes to Malaysia’s goal of becoming a high-income 
economy. HRDF’s vision is to be the human capital development authority in strengthening 
the economic development of Malaysia. HRDF began as a manager of a training fund 
financed with mandatory contributions from manufacturing firms with more than 50 
Malaysian employees. As Malaysia’s economy has expanded and its needs for skilled 
employees has grown, HRDF has also evolved. HRDF’s training fund now covers all firms in 
manufacturing, mining and quarrying, and many services subsectors that have more than 
10 Malaysian employees (Table 1). A new consolidated fund allows HRDF to target levy 
resources to certification programmes, industry-informed trainings, and up-skilling and 
re-skilling programmes for SMEs (Figure 7). HRDF has also been entrusted with government 
resources to deliver targeted programmes for school leavers and dropouts, SMEs, and 
bottom 40 households.

 15 

Table 1:  

Coverage of the PSMB Act 2001 
Figure 7: 

HRDF’s programming

Manufacturing, Mining & Quarrying, Services

Mandatory Optional

# of Malaysian 
employees

> = 10 5 - 9

Levy rate (% of 
payroll)

1% 0.5% Support employer-
provided training

Support up-skilling and 
re-skilling programs

Target programs to 
special groups

Target training to 
strategic areas

Consolidated
Fund

Levy
Schemes

Strategic 
Initiatives

Other
Programs

HRDF Achieve a workforce that 
is 35% skilled

Table 1 
Source:  
PSMB Act 2001 First Schedule.
a. Only certain subsectors.

Figure 7
Source:  HRDF



HRDF

15  

HRDF is a part of a complex network of institutions 
involved in skills and workforce development.  
Malaysia has made significant commitment to workforce development, which is reflected 
in the wide range of resources and training programmes available to workers and their 
employers to obtain skills training. However, policy development and implementation is 
fragmented. At least 11 ministries have responsibility for active labour market programmes 
alone. The finance and constructions sectors both have training funds similar to that of 
HRDF. A range of agencies deliver skills, training, and workforce development programmes to 
different types of workers at different stages of the lifecycle. These lack co-ordination and 
are often small in cost and numbers of beneficiaries. An evaluation of Malaysia’s workforce 
development system found that significant progress was made between 2000 and 2010 
(World Bank 2014). A highlight was the ability to formulate a strategic vision for workforce 
development and policies and institutions to support that vision. However, weaknesses 
were found in the areas of implementation and system oversight. This is particularly 
apparent when Malaysia’s workforce development system was benchmarked against that of 
Chile, Korea, and Singapore (Figure 8).
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SABER evaluation of Malaysia’s 
workforce development system

Figure 9: 

Training grants disbursed by HRDF, 
2005 to 2016
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2 Table 8  Provides a partial list of the agencies providing skills training in Malaysia.
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HRDF is distinguished by its resources, its 
coverage, and its knowledge. 
HRDF’s 1 percent payroll levy allows it to activate significant resources to develop the 
skills of the Malaysian workforce. Since 2005, HRDF has disbursed nearly RM4 billion 
in grants to employers to train, up-skill, and re-skill their workers. HRDF has worked to 
increase the use of the levy fund among employers. Disbursements increased significantly 
during that period, nearly tripling between 2005  and 2016 (Figure 9). Even as the number 
of firms registered with HRDF increased, the disbursements per employer also increased, 
rising from about RM21,000 per registered employer in 2010 to nearly RM29,000 in 2016. 
HRDF currently has about RM1 billion in its Employer Fund to catalyse training by employers, 
and an additional RM250 million in the Consolidated Fund, and from government grants to 
spur up-skilling and re-skilling through its special initiatives. 

HRDF’s coverage is both broad and deep. 
HRDF’s employer levy currently covers the manufacturing sector, the mining and quarrying 
sector, and many services subsectors. But many sectors important to Malaysia’s economy 
are not covered by HRDF. A very conservative estimate of the firms that are required to be 
registered with HRDF shows that HRDF’s current coverage requirements cover nearly one 
fifth of the Malaysian workforce. The 2017 coverage expansions to firms with at least 10 
Malaysian employees means that nearly all Malaysian employees in the covered sectors now 
fall under HRDF’s remit. Even before the expansion, about a third of all firms with between 
50 and 99 employees were registered with HRDF and 40 percent of those with between 100 
and 249 employees were registered (Figure 10). Coverage has translated into a significant 
number of trainings. In the last five years, HRDF has approved nearly 4 million training 
places (Figure 11).
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Number of approved training 
places, 2012 to 2016
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HRDF’s links with employers give it unique insight 
into the skills needed by industry and the training 
programmes that can meet these needs. 
Strong links with industry are essential for any training organisation to be effective. This is 
demonstrated by international experience in countries such as Denmark, the Netherlands, 
and Brazil where industry plays a leading role in sectoral and national training funds. These 
links will only become more important as Industry 4.0 and digitisation proceed. HRDF 
interacts closely with the employers who participate in the levy system as registered 
companies. HRDF also engages with employers through employer and industry associations 
and through employer representation on the HRDF board. Finally, a key institutional 
innovation linking HRDF with industry is the creation of Sectorial Training Committees 
(STCs) in 2014. There are now 21 STCs comprising the 63 sub-sectors covered under the 
PSMB Act. The main objectives of the STCs are to assess industry training needs in light of 
technological advancements and to identify skill gaps and training needs. 

HRDF has also developed unique insight into and 
knowledge of workplace training from more than 
two decades of providing training solutions. 
HRDF has spent two decades developing, refining, and evaluating its programmes in 
conjunction with registered employers and industry partners. In doing so, it has generated 
significant institutional knowledge about what works in workplace training. This is perhaps 
most apparent in the diversified suite of training programmes and approaches that HRDF 
has tailored to address different failures in the market for training (Figure 12). Rather 
than espouse a one-size-fits-all strategy, HRDF has built significant flexibility into its 
training programmes (SBL) while addressing the potential for credit constraints to cause 
underinvestment in training (SBL-Khas) and seeking to improve information in the training 
market (the Star Rating System, 1Malaysia Outplacement Centre).
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Figure 12: 

HRDF programmes targeted to 
different market failures

Figure 13: 

Training rates of HRDF-registered firms 
and firms not covered by PSMB Act

Figure 12 
Source: 
Authors

Figure 13 
Source: 
World Bank 2017

Note:  
Only firms with more 
than 10 employees.

Market 
Failure

Typical 
Intervention

HRDF 
Mechanism

Poaching • Levy Schemes • Levy

Credit 
Constraints

• Loans, 
guarantees, 
subsidies

• SBL-Khas
• Special 

Initiatives

Imperfect 
Information

• Labour market 
information

• Standards and 
certifications

• Brokerage
• STCs
• Star Rating
• 1MOC, NHRC

Low-skill 
Trap

• Subsidies and 
incentives for 
high-skilled 
traning

• Minimum Wage 
Program

Coordination • Help with 
coordination

• SLB
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Evaluations of HRDF have generally shown 
positive results.  
HRDF’s levy system increases the likelihood of firms training. A recent analysis showed 
that firms registered with HRDF are more likely to train than similar firms in Finance, 
Construction, and Agriculture (Figure 13). Controlling for other factors like firm size and 
sector, registration with HRDF was found to increase the likelihood of a firm training by 
24 percentage points. Two recent impact evaluations undertaken by the World Bank 
have found that the higher share of workers trained by HRDF firms increases productivity 
(World Bank 2017; National SME Development Council 2012). Past qualitative surveys 
have provided evidence that HRDF training schemes improve skills and enhance the 
quality of products and services; that employers are generally satisfied with trainings; 
and that employers and apprentices alike generally believe that the skills taught in HRDF’s 
apprenticeship-linked training programmes are in line with their needs (Irshad HR Consulting 
2012; HRDF 2015; HRDF 2015b; Hashim and Wok 2012; Frost & Sullivan 2014). Areas 
for improvement have also been identified. These include improving enforcement of 
registration and levy payment requirements and ensuring that training brokered through 
HRDF meets the needs of employers and workers. 

The continued reliance on HRDF in the Government 
of Malaysia’s plans for human capital development 
present significant opportunities. 
The Eleventh Malaysia Plan explicitly mentions HRDF in the strategic thrust related to the 
development of human capital. The Plan recommends expansion of coverage under the 
PSMB Act to include agriculture and more subsectors in the services sector; collaboration 
with SME Corp to train SMEs not covered under the Act; and the creation of the Future 
Workers Training (FWT) Scheme to promote pre-employment training. EPU has charged 
HRDF with implementing up-skilling, cross-skilling, and re-skilling programmes to help 
achieve the goal of a workforce that is 35 percent skilled by 2020. The 2016 budget 
affirmed the importance of using the consolidated fund and government resources to 
encourage trainings resulting in certifications and based on evolving industry needs. 
HRDF is also being actively considered as a partner in providing training solutions to 
retrenched workers in an employment insurance scheme. This reliance on HRDF creates 
significant opportunities for the organisation to continue to leverage its resources, links 
with employers, and knowledge of the training industry to be the leader in human capital 
development in Malaysia.

 22 
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These opportunities come with substantial, but 
surmountable, challenges.  
Expansion of HRDF’s coverage to the agricultural sector as contemplated in the Eleventh 
Malaysia Plan, or to any other sector that HRDF does not currently cover, would not only 
involve covering several thousand additional firms and many thousands of additional 
workers, but learning about the training needs of these firms and workers and the best 
methods to meet them. Participating in employment insurance would require more 
institutional emphasis on employment retraining services programmes that reactivate 
people who are out-of-work rather than on-the-job training. These new opportunities also 
come at a time when Industry 4.0, digitisation, and automation are changing the nature of 
work, requiring training solutions for newly emerging skills.

Seizing these opportunities will require HRDF to 
build on its strengths as an organisation.
HRDF’s core competencies are its deep experience with workplace training and its close 
connections with employers and industry. These competencies underlie the Government 
of Malaysia’s reliance on HRDF to expand its human resource development activities. 
However, Malaysia’s human resource challenges are becoming more complex as the 
country approaches high-income status. The nature of employment is evolving rapidly 
with technological change and other developments associated with Industry 4.0. Workers 
will have to keep up with the changes so lifelong learning is becoming more important. 
Technology is also changing how training can be delivered most effectively. In many ways, 
the transition from school-to-work requires more of young people than was the case in the 
past and requires closer connections between industry and the education system. All of 
these changes mean that HRDF must build on its strengths but be willing to innovate to 
rise to the challenge of a digitally connected world.

 24 
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To meet its mission to be Malaysia’s human capital 
development authority, HRDF must improve the 
effectiveness of its existing activities while 
simultaneously expanding into new areas. 
HRDF’s comparative advantages are its resources, its connections with industry, its 
knowledge of the human capital development industry, and its history of results. HRDF must 
build on these advantages to ensure that it continues to be Malaysia’s authority on human 
capital development in industry. This will require improvements to its current model to 
ensure that the employer-sponsored training it brokers is of the highest quality. This will also 
require extending its activities to ensure that its training solutions are intelligent, lifelong, 
and learning-centred to conform with the needs of Malaysia in the context of Industry 4.0. 
Principles learned from evaluating training funds and human resource development policies 
around the world can help inform these improvements (Table 2).3

 25 

3 Appendix 2  Provides an overview of enterprise training funds around the world.
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Table 2:  
Principles for an  effective enterprise training fund

Table 2
Source:  
Authors

1. Active involvement 
of industry, 
labour, and other 
stakeholders

• Industry buy-in key

• Collectively bargained sectoral funds often 
effective

• Risk of large firm bias

• Ensure employers aware of plan, 
responsibilities, benefits

• Positive examples: Belgium, Denmark, 
Netherlands, Brazil (SENAI)

2. Efficient 
administrative 
processes

• Increases buy-in and compliance

• Best levy collection results seem to be with 
tax authority

• Simple, transparent, online collection and 
disbursement practices pay off

• Tanzania benefited by switch in 
collections from SS to tax authority

• Bureaucratic costs high in France, South 
Africa, earlier UK scheme

3. Training resources 
used for intended 
purposes

• Large unused balance when levies 
collected are not used

• Ensure funds not diverted to other uses

• Funds diverted in Costa Rica, several 
SSA countries

• Unused funds in South Africa

4. Raise adequate 
funds without 
dampening labour 
demand

• Levy rate must consider country context, 
employer ability to pay

• Rate should depend on other sources

• VET in Denmark largely supported 
outside training funds

5. Increase training 
activity

• Levies can increase training by reducing 
costs of poaching

• But could reduce training if training firms 
cut back to level of funding

• Some schemes seem to increase 
training: Brazil, Singapore

• Elsewhere, effect unclear: France, 
Netherlands

6. Increase training in 
small  firms and for 
workers with low 
training rates

• Small firms much less likely to train and levy 
may not change this

• Many systems don’t require training for 
specific types of workers so training for 
high-skill workers predominates

• Training often concentrated in large 
firms: Brazil, France, Netherlands, 
Singapore, UK

• Training benefits skilled workers most in 
many countries: France, Netherlands

• South Africa targets disadvantaged 
workers

7. Training is relevant, 
high-quality, and 
consistent with 
national and 
sectoral priorities

• Active involvement by industry key

• Some schemes primarily support public 
training institutions at expense of others

• Levy-grant disbursement better for 
achieving strategic goals

• Sectoral funds more adapted to meeting 
priorities than national schemes

• Positive example of relevant training 
due to industry management: Belgium

• Levy system directs training to public 
institutions: Brazil

• Quality benefits from provider 
competition: France

• Bias away from unapproved training 
even if more productive: Quebec

Principle  Key considerations Disadvantages
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Building on strengths

Strategic Area 1:

Improving Compliance

 26 
The effective coverage of HRDF depends not only 
on which firms are included in the First Schedule of 
the PSMB Act but also on the compliance of those 
firms in terms of registration and levy payments.   
Compliance now is only partial. Estimates based on the NER 2016 suggest that compliance 
rates under the coverage rules in place in 2015 may have been as high as 80 percent in 
manufacturing, but was much lower at 49 percent in mining and quarrying, 34 percent in the 
water services subsector, and 33 percent in the electricity services subsector. Registration 
rates tend to be lower for smaller firms, for firms in East Malaysia and Terengganu, and for 
firms with no foreign ownership. Compliance also involves ensuring that registered firms are 
up to date on their levy payments. In 2016, 22 percent of all firms registered with HRDF did 
not make a payment. 

Enhanced enforcement efforts, particularly in 
collaboration with a third-party agency, have the 
greatest potential to improve compliance. 
Strategies to improve compliance require different measures, some to deter evasion and 
others to facilitate compliance. Among measures to improve compliance, three categories 
have the most potential: 

 1)   improving the benefits of registration by reducing administrative costs; 
 2)   engaging in education and information campaigns; and 
 3)   strengthening enforcement. 

HRDF has made significant efforts and has had success in the first two areas. An important 
issue that remains to be addressed is institutional responsibility for compliance and 
enforcement. International best practice suggests that the tax or social insurance authority 
is best placed to handle enforcement. Table 3 outlines the scope for implementing possible 
measures related to improving compliance with registration and levy payment.

 27 
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 28 
HRDF has successfully lowered the administrative 
costs associated with registration. 
The cost of compliance can often be reduced through simplified administrative procedures. 
This has been a focus of HRDF’s efforts and significant progress has been made in recent 
years. A qualitative survey of employers undertaken by the World Bank shows that very few 
employers are dissuaded from using HRDF training programmes because of administrative 
procedures. Customer Satisfaction Surveys have also found that employers are generally 
pleased with HRDF’s administrative processes.

Administrative 
procedures

• Simplify procedures for registering firms 
and collecting levies

• Limited scope

• Already an area of focus and good 
performance

Education and 
information campaign

• Education/public information campaign

• Publicise high-profile violators

• Manage relationship with firms through 
industry associations

• Some scope

• Already an area of focus and good 
performance, but could do more to 
publicize violations and to establish that 
payment is the norm

Enforcement • Increase powers and/or capacity of 
enforcement unit

• Increase sanctions for non-compliance

• Information exchange with third parties

• Risk-based enforcement through improved 
data collection

• Transfer responsibility to tax, provident 
fund, or social insurance authority

• Significant scope

• Partner with SOCSO and/or EPF to 
determine eligibility for HRDF registration

• Utilize other data sources to engage in 
risk-based enforcement

• Enhance MOHR enforcement capacity or 
transfer enforcement to Inland Revenue, 
EPF, or SOCSO

Category Measure Scope

Table 3: 
The scope of measures to improve compliance with registration and levy payments

Table 3
Source:  
Authors
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 29 
Education and information campaigns can also 
improve compliance. 
Education and public information have played important roles in increasing compliance with 
taxes, social contributions, and labour regulations in various countries including France, 
Sweden, the UK, and Canada (World Bank 2010). Public information campaigns can have an 
important educational effect by providing information about the value of registering and 
paying the levy. Information campaigns can have both technical and behavioural aspects. 
In terms of the former, for example, the “compliance gap” can be calculated, which can 
demonstrate how much the funding shortfall is and what the effect is on Malaysia’s 
productivity and workforce quality (and other indicators relevant to the national economic 
plan). International experience suggests there is also a behavioural aspect to providing 
convincing information. For example, campaigns that inform people or firms that their 
counterparts and peers are complying can pressure other firms to comply through guilt, 
pride, and peer pressure. HRDF has had success with information campaigns in the past, 
including sessions for employers about the benefits of registration, how to register, and 
how HRDF functions.

Enhanced enforcement can make non-compliance 
costlier. 
This can be done by expanding the powers of the enforcement agency, enhancing its 
capacity by making additional financial and staff resources available, and increasing 
sanctions for offences. HRDF has a small compliance unit that has limited scope for 
enforcement. Enforcement actions including investigations must be carried out by public 
servants under the jurisdiction of the Ministry of Human Resources. These officials have 
competing demands and do not have expertise in responding to HRDF’s needs. HRDF, in 
conjunction with outside legal counsel, is responsible for compliance with levy payment 
requirements. This gives HRDF more scope to enhance enforcement operations on levy 
compliance, though capacity constraints may also be a limitation.

International experience suggests that agencies 
like tax and social insurance funds are effective in 
ensuring compliance with training levies. 
Although there is no literature on strategies to improve compliance with payment of 
training levies, the problem is similar to enforcing compliance with social insurance 
contributions and certain forms of corporate taxation. Analysis of compliance with these 
taxes suggests that agencies responsible for registering and collecting payments from 
individuals and employers may be better suited to handle enforcement with payment of 
training levies than a training fund like HRDF. Indeed, the international experience suggests 
that is the case (International Spotlight 1).

 30 

 31 
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In Singapore, Skill Development Levies are 
made to the Central Provident Fund, which 
is the authorised collection agency. 
Employers can make their payments along with their other CPF con-
tributions for insurance, pensions, and health care. The late payment 
penalty is 10 percent of the outstanding amount. 

Employers providing false information regarding their Skill Develop-
ment Levy liabilities are subject to a penalty for the amount due and a 
fine of up to SGD2,000 and/or imprisonment of up to 
6 months.

In South Africa, employers must submit 
their levy payments monthly to the South 
Africa Revenue Service (ie, the tax authority) 
as part of the various contributions and 
taxes they are required to pay. 
Failure to register or make required payments are violations of the 
Income Tax Act and are subject to the enforcement and remediation 
measures available to the Revenue Service.

International Spotlight

Institutions Responsible for Compliance 
with Training Levies

INTERNATIONAL SPOTLIGHT 1 
Source:  
Authors
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HRDF could seek out collaboration with an external 
agency to improve compliance. 
There are three possible authorities capable of taking over responsibility for registration 
and levy payments under the PSMB Act: the Inland Revenue Department, the Social 
Security Organisation (SOCSO), and the Employees Provident Fund (EPF). EPF may be the 
closest fit since it is concerned with collecting mandatory fees for formal-sector wage 
employees to finance earmarked activities and benefits, including retirement benefits, 
tuition fees, mortgages, etc. EPF does compliance monitoring, though this is independent 
of that undertaken by SOCSO and the Inland Revenue Department. Another potential 
advantage of EPF as a partner is that it would also be suited to manage an employee 
training or learning account, which HRDF may consider in the future. 

Efforts to improve compliance should be 
prioritised according to firm characteristics.
Small firms were found to have lower registration rates under the coverage rules in place 
in 2015. The expansion in firm-size coverage in 2017 will likely reinforce this pattern and 
increase HRDF’s compliance challenge. Thus, effort must be directed towards encouraging 
the registration of small firms given their lower propensity to train. Still, given limited 
resources larger firms should not be ignored because they are easier to identify and there 
is a higher return to successful enforcement (they have more workers). A risk-based 
approach can be used to help prioritise these enforcement efforts. This approach uses 
firm characteristics to direct enforcement. In HRDF’s case, this would mean directing 
resources to enforcement actions for small firms (subject to consideration of the 
benefits of targeting large firms), firms in the services sector, and firms in East Malaysia 
and Terengganu. Third-party agencies like SOCSO and EPF could be useful as information 
sources for risk-based enforcement. An important example in the case of HRDF is to 
identify and verify eligible firms through SOCSO data, which does not currently occur in the 
area of compliance enforcement.

 32 
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Strategic Area 2:

Expanding coverage strategically

 34 
Deep and broad coverage is important for HRDF to 
have impact. 
Coverage across firm sizes and sectors means that HRDF can apply its training solutions 
across the economy to support the Government of Malaysia’s goal to achieve a workforce 
that is 35 percent skilled. The Eleventh Malaysia Plan indicated that HRDF’s coverage 
would be expanded between 2014 and 2020. The 2017 coverage extension was a step in 
this direction. The main exclusions from HRDF are now microenterprises and agriculture, 
construction, finance, and several services subsectors.

HRDF firm-size coverage is now broadly in line with 
international experience. 
The recent amendment to the PSMB Act’s First Schedule significantly broadened HRDF’s 
firm-size coverage by lowering the minimum firm size to 10 employees, regardless of 
working capital, in all covered sectors. The option to register was also made available 
for firms with between 5 and 9 employees at a levy rate of 0.5%. This means that in the 
covered sectors the only exclusion is now micro firms with fewer than 5 employees. 
International practice varies in terms of microenterprise coverage. Most countries exempt 
very small firms from mandatory levy payments. For example, the minimum firm size is 
20 employees in Peru and 10 employees in Colombia. The threshold for an exemption is 
typically somewhere in the 5-20 employee range (Johanson 2009). However, there are 
exceptions. In France, microenterprises (fewer than 10 employees) are required to pay a 
reduced levy (0.55% compared to 1% for firms with 10 or more employees). Brazil takes 
a similar approach. In Singapore, there is no size threshold. Thus, in terms of firm-size 
coverage, HRDF is broadly in line with the international experience now that the threshold 
has been lowered and the option of registration has been provided to employers with 
between 5 and 9 employees at a reduced levy rate. Table 4 discusses the advantages and 
disadvantages of covering microenterprises.

 35 

Table 4: 

Advantages and disadvantages of covering microenterprises

Table 4
Source:  
Authors

Brings in an important part of the economy 
employing large numbers of workers; 
microenterprises may increase with Industry 4.0

Additional labour cost for very small firms

Strengthens claim that HRDF is a human resource 
development authority for all firms

Unfavourable cross-subsidisation effects from 
micro to large firms since microenterprises have 
low training rates

Increases the number of firms required to pay 
levy contributions

Compliance challenges since registration rates 
decrease with firm size

Advantages Disadvantages
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 36 
Successful training funds generally have near-
universal coverage across the services sector.  
HRDF does not cover several sectors including agriculture, construction, and many services 
subsectors, most prominent of which is finance. Training funds internationally tend to 
have complete coverage of services. The exception is sectoral funds for which inclusion 
is voluntary and based on the decision of employers and worker representatives in the 
sector. Agriculture is handled differently in different countries. In France, for example, there 
is a sectoral training organisation (OPCA) in agriculture, as there is in all sectors. Singapore 
covers all sectors, including agriculture, though agriculture does not play a prominent 
role in Singapore’s economy. Brazil has a separate training fund for agriculture (SENAR) 
with a 2.5% training levy collected on employer revenues. The Eleventh Malaysia Plan was 
explicit in indicating that coverage should expand to include more service subsectors 
and agriculture. Such an expansion is generally in line with international experience. The 
construction and finance sectors, however, already have their own arrangements for raising 
resources from employers and providing training (see Box 1). This means that the rationale 
for extending coverage to these sectors is less strong. Table 5 discusses the advantages 
and disadvantages of covering the finance and construction sectors.  At the very least, 
efforts to maximise co-ordination between HRDF and CIDB and BNM should be a goal.

Training rates in the construction industry 
are about average in Malaysia (Figure 14). 
The Construction Industry Development Board (CIDB), under the responsibility of 
the Ministry of Works Malaysia, consists of representatives from the private and 
public sectors. The Board’s mandate is to promote and stimulate the development, 
improvement, and expansion of the construction industry. According to the 2015 CIDB 

Training in the construction 
and finance sectors

BOX  1
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It accredits and certifies training of construction workers in prescribed skills. In addition 
to identifying the skills that are required by the industry, the CIDB helps deliver required 
training through its training arm, the Construction Academy of Malaysia (ABM). The 
target groups for the ABM centres are professionals, new graduates, supervisors, 
and skilled personnel engaged in the construction industry. CIDB also has targeted 
programmes aimed at providing construction skills training for school leavers, 
entrepreneurial training, and advanced management techniques. Although construction 
firms are not registered with HRDF, CIDB and HRDF do have a partnership in that six 
ABM-associated training centres are registered with HRDF as training providers. 
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Figure 14:   

Training rates by sector in Malaysia in 2015

Figure 14 10

Source: 
NER 2016

Annual Report, one of the primary strategic thrusts for the Board is “Developing the 
capacity and capability of Human Resources in Construction Industry”.   The CIDB’s 
funding comes from various sources, with 68% coming from a levy of 0.25% on all 
construction works of over RM500,000.

As part of its overall mandate, the CIDB provides, 
promotes, reviews, and coordinates training programs for 
a skilled construction workforce. 
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Looking forward, the CIDB is engaged in a trans-
formation programme (the Construction Industry 
Transformation Programme 2016-2020 or CITP) 
to make the construction industry highly produc-
tive, environmentally sustainable, with globally 
competitive players while focused on safety and 
quality standards. 
According to the CITP, six productivity-related issues still plague the 
construction industry including a largely low-skilled workforce and inadequate or 
mismatch  in training and development and an overreliance on low-skilled foreign 
labour. Enhancing human capital development is one of the CITP initiatives to 

improve productivity.

The Finance sector has the third-highest training 
rate in Malaysia (Figure 14). 

Bank Negara Malaysia (BNM) has recently updated the Staff Training Expenditure 
(STE) policy which applies to regulated entities (commercial banks, investment 
banks, life insurers, general insurers, and composite insurers; Islamic banks 
and takaful operators; takaful brokers and Islamic financial advisors; and 
development financial institutions). Under the policy, which took effect at the 
beginning of 2016, these financial entities are expected to allocate a specified 
amount of funds for staff training purposes. Depending on the type of entity, 
this amount varies from 2-3.5% of the institution’s gross salary for the 

Finance
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Source: Authors and CIDB 2015. 

previous year. BNM expects regulated entities to ensure that all levels of staff would 
have access to training; and that training programmes shall comprise a combination of 
the necessary critical skills, namely, leadership, technical, and soft skills. All regulated 
organisations must submit annual reports on their training activities to ensure 
compliance with these requirements.

BNM collaborates with the Asian Banking School
(ABS) in the Financial Sector Talent Enrichment 
Programme (FSTEP). 
FSTEP is targeted at recent graduates from local and foreign institutes of higher 
learning and those who are working in the non-financial sector with interest to pursue 
careers in the financial industry. FSTEP provides an intensive 1-year technical training 
in banking and insurance, including Islamic finance and takaful. As well there are many 
other institutions providing human capital development services to the financial sector 
(Financial Sector Blueprint 2011-2020). 

Looking forward, BNM's Financial Sector Blueprint 
2011 - 2020 outlines strategies for talent development 
to support a more dynamic financial sector. 
The Blueprint recognises the importance of having a continuous supply of skilled 
talent to drive the development of the financial sector moving forward. It calls for the 
establishment of the Financial Services Technical Council (FSTC) whose key focus is to 
“identify the future talent demands of the Malaysian financial sector and recommend 
strategies to develop, attract, retain and deploy domestic and international talent to 
meet the demand”.
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Strategic Area 3:

Developing contestable training 
markets

 37 
Training systems across the world are becoming 
more market-oriented. 
During the last several decades, the provision of publicly funded training in many 
countries has moved from a monopoly or near-monopoly of public training suppliers to 
a market or quasi-market where suppliers can include not only these institutions but 
also training providers from the education, private, and non-profit sectors. It is generally 
agreed that best practice is to allow firms and workers to choose training providers on 
the basis of which provider is most likely to meet their needs in a cost-effective manner. 
This approach, referred to as “contestable markets”, has been promoted by the G-20 
Employment Working Group.

Table 5:   

Advantages and disadvantages of covering the finance and construction sectors

Increases the number of firms required to pay levy 
contributions

Finance firms have high training rates

Sharing knowledge of good training practices 
could occur

Knowledge sharing could happen in any case with 
good co-ordination

More training providers from finance and 
construction may be available to HRDF firms

Training providers from finance sector are already 
accredited as HRDF providers (eg ABM)

Represents a step towards a national training 
system under HRDF

Sectoral autonomy can be a desirable characteristic

HRDF already runs training in skills areas related 
to finance

The finance sector’s levy is above HRDF’s. This could 
result in less training.

Advantages Disadvantages

Table 5

Source:  
Authors
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 38 
Achieving a contestable market requires several 
different elements. 
Performance- or output-based contracting is used for training providers. Contestable 
markets must have a level playing field for public and private providers. They must 
offer information on the performance and quality of training providers. Finally, clear and 
transparent requirements for accredited training providers are also necessary. The role 
of the public sector in the market-based approach is to set fundamental objectives 
and priorities, regulate the market, and facilitate training through financial assistance. 
Australia’s market for training and related employment services is the most advanced 
example of the contestable markets approach (International Spotlight 2).

Australia’s Employment Services System 
(ESS) has worked to create a contestable 
training market to help jobseekers 
overcome barriers to work. 
The system’s strength lies in the potential for developing local 
responses to diverse and changeable labour markets. A managed 
use of market drivers (through tenders and rewards or sanctions 
based on comparative outcome performance) as well as outcome-
based payments create very strong incentives for all organisational 
systems to focus on practice, investment and innovation that 
works. Success is often about the quality and skills of flexible 
practice on the ground.

International Spotlight

Australia's Contestable Market for 
Job Seeker Services
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The contestable training market is constantly adapting. 
While the basic structure and principles of this system have been sustained 
for almost 20 years, the system has not been static. The contracted network 
of organisations, expertise, and infrastructure can be relatively quickly 
reoriented in response to new evidence, inevitable change, and economic 
shocks. Government, employers and service providers, mediated by the 
National Employment Services Association (NESA) have incentives to work 
together in response to changing labour market conditions to achieve 
desired outcomes at local, regional and national levels. Built-in review and 
reform processes occur with each new tender and contract cycles have 
been short (mostly three years although more recently five years) resulting in 
regular restructuring and evolution of the provider organisations.

Various complementary programmes and pilots have emerged at different 
times to support the backbone of employment services with particular 
challenges, such as support for disadvantaged youth or retrenched workers. 
It has been an evolving marriage of technology, continuous government 
monitoring and the dynamics of non-government enterprise.

Outcomes-based contracting. 
Remuneration for training providers mostly depends on successfully placing 
job seekers in work. In most cases, the placed client must remain in employment 
for at least 26 weeks in order for the provider to receive full remuneration. 
Demonstrating and checking the veracity of these outcomes along with the 
appropriate use of job seeker support funding is a significant administrative 
burden for providers and contract managers. 

Star Ratings system drives performance-based business allocations to 
determine the relative success of providers in achieving employment out-
comes, taking into account size and geographical location of allocated sites, 
characteristics of the local job markets and characteristics of the provider’s 
job seeker case load. The Star Rating system assesses training providers 
on two Key Performance Indicators: 1) efficiency; and 2) effectiveness. Six 
performance measures are used to evaluate these KPIs. 
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Four of these are related to 
jobseeker outcomes: 

 1.  26-week outcomes of all job seekers

   (50 percent weight); 

 2. 26-week outcomes of indigenous job 

  seekers (10 percent weight); 

 3. 26-week outcomes of time to place 

  jobseekers (10 percent weight); 

 4. 12-week jobseeker placement outcomes with a bonus for collaboration   

  with other training providers on placing their jobseekers (10 percent weight) 

  (Table 6). 

The other two performance measures relate to participation in a workfare program. Regression 
analysis is used to determine the performance level which could have been expected to be 
achieved given the characteristics of the jobseekers assisted and the characteristics of the 
local labour market. 

The actual performance is then compared to the expected performance and standardised 
to calculate the final score and to award a training provider with 1 to 5 stars. Reports on the 
Star Rating system are updated weekly and an App is available which is updated monthly and 
provides visual analysis and discovery tools. Star Rating themselves are calculated quarterly 
and use a two-year rolling assessment period. 

Table 6: 
Performance measures used in Australia’s Star Rating system

Table 6
Source:  
Authors

26-week outcomes of all jobseekers 

26-week outcomes of indigenous job seekers

26-week outcomes of time to place jobseekers

12-week jobseeker placement outcomes with bonus for 
collaboration with other providers in placing jobseekers

Star Rating performance measures related to jobseeker outcomes 
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Monitoring. 
Contracted employment services providers are closely and constantly 
monitored and held accountable to a strict compliance framework. Contract 
compliance is checked via the ESS system, independent quality assurance, 
and regular risk-based as well as random audits. In addition, there is complex 
monitoring of relative performance standards where underperforming providers 
not only lose the right to re-tender but also lose market share within contract 
periods. Training organisations must be registered with the national skills 
authority to provide accredited qualifications (see International Spotlight 5).

Data. 
The Employment Services IT System (ESS) is key to the effectiveness and 
integration of employment services. The ESS enables critical information 
conduits between Federal Government agencies and between government 
and providers (plus local labour market data and analysis). ESS is an evolving 
IT platform (including web, App and mobile devices) serving the needs of 
government, providers, job seekers, and employers alike. It is an essential 
feature of the competitive markets model as it enables the monitoring and 
administration of outcome based payments and the ratings that create 
competitive pressures on providers. ESS is run by the Federal Department 
of Employment and used by various departments that administer different 
employment services contracts.

INTERNATIONAL SPOTLIGHT 2
Source:  
Authors
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 39 
HRDF has been able to establish important 
elements of contestable markets, but can push 
the model even further to help reduce costs and 
improve training results. 
HRDF has a large stable of private providers active in its training market. Nearly 90 
percent of trainings were conducted by private providers in 2016 and another 8 percent 
were conducted by industry associations. No single training provider delivered more 
than 5 percent of these trainings in 2015 and 2016. Additionally, HRDF has introduced 
performance-based reimbursement in several of its strategic initiatives. For example, 
training providers are given a partial reimbursement for trainings for retrenched workers 
under the 1Malaysia Outplacement Centre. Full reimbursement is contingent on job 
placement. HRDF can build on these efforts. Expanding the use of performance-based 
contracting to additional schemes can stimulate provision of training resulting in 
certifications and can give employers and workers alike the confidence that trainings will 
result in desired skills. Such contracting can also drive down costs by ensuring that only 
truly effective training is being offered.

Making information on training providers more 
easily accessible could complement performance-
based contracting. 
Both providers and employers can benefit from better information flows. On the provider side, 
use of the Star Rating as a means to promote provider self-assessment is promising and can 
be supported by efforts to identify and disseminate good practices among providers. On the 
employer side, facilitating employer-to-employer exchange about satisfaction with specific 
providers and programmes could improve market transparency. In addition, as performance-
based contracting expands, HRDF could consider exploring if information used to document 
programme performance could be processed and disseminated to employers to reinforce 
existing market forces that reward successful providers. 

Progressively raising the requirements for quality 
as part of the provider registration process could 
ensure that very low-performing providers cannot 
participate in markets for HRDF training. 
Standards could focus both on inputs such as programme curriculum and instructors and 
demonstrated outputs such as job placement and employer satisfaction. Provider education 
on registration requirements and support to providers to improve internal processes for 
hiring, programme development, and monitoring would be important as requirements 
become more stringent.
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Moving forward 
strategically

 42 
The changing landscape of human capital 
development in Malaysia and globally sets the 
stage for HRDF’s evolution.  
While the broad lines of the changes occurring as part of Industry 4.0 are understood, 
their magnitudes are less clear, as are the specific occupational skill demands that will be 
generated. Another area of uncertainty concerns timing. Although the pace of technological 
change appears to be very rapid, manifestation of the effects in the labour market may 
occur more gradually. HRDF must plan with this uncertain and dynamic future in mind.

This uncertain and dynamic future will require new 
approaches to human capital development (Figure 15). 
First, human capital development solutions will need to become intelligent. Predicting 
the skills needs of employers was challenging even before the advent of digitisation and 
automation. The changes associated with Industry 4.0 mean that the demand for skills 
will evolve even more rapidly. However, digitisation and automation have also spurred 
new approaches to identifying skills needs. Real-time labour market information offers 
access to information on the needs of Malaysian employers that is constantly updated 
and granular. This information can feed directly into the creation of training programmes. 
Information on new training practices and training providers can also be collected and 
disseminated efficiently to ensure that employers and workers know what training they 
are receiving and who they are receiving it from.
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Figure 15: 

The evolution of human capital development solutions

Figure 15 
Source:  
Authors

• Labour market surveys and projections
• Slow-paced, lack detail

• Scraping jobs websites
• Constant updating, granular detail

Traditional Labour Market Information Real-Time Labour Market Information

•  Secondary and university sufficient
•  Supplemented with OJT

•  Train across lifecycle
•  Apprenticeships, ALMPs in addition to OJT

Traditional schooling Real-Time Labour Market Information

•  Large employer responsible for training • Resources provided to individuals to 
access training

Employer-based OJT Learner-centred Training
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Human capital development solutions will also 
need to be lifelong. 
Changes in Malaysia’s labour market mean that young people are no longer assured of a 
job after completing schooling, mid-career workers face the possibility of job loss as skills 
needs evolve rapidly, and older workers may no longer have the skills necessary to compete 
in the labour market. Each of these groups requires a different set of solutions to help 
them engage or reengage with the labour market. A lifelong approach to human capital 
development sees skills development as a process that should be supported throughout 
the lifecycle and not only prior to entry into the labour market or in the context of on-the-
job training.

Finally, human capital development solutions will 
also need to be learner-centred.  
An important implication of lifelong learning is that skills development should be more 
closely tied to a person rather than a firm. This recognises that disruptions in the labour 
market and new patterns of work associated with the “gig” economy are severing the 
formal and lasting ties that workers have traditionally had to large employers. Such an 
approach requires innovative solutions to questions about cost and equity.

HRDF must build on its institutional strengths 
to meet the new skills needs that will arise with 
digitisation, automation, and Industry 4.0.  
Moving forward, HRDF can expand its strategic activities to maximise its contribution 
to the development of Malaysia’s human resources. Since resources are limited, it will 
need to be selective and set clear priorities. Priorities should be determined partly by 
HRDF’s comparative advantages, which include its close links with employers and its in-
depth knowledge of and experience with workplace training. Another important factor in 
setting priorities is filling gaps in Malaysia’s overall human resource development system, 
particularly in light of the changes associated with Industry 4.0. HRDF’s priorities should 
follow the evolution in approaches to human capital development (Table 7).
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To be effective and to meet its mission as the 
human capital development authority, HRDF must 
continue to pursue strategic initiatives beyond the 
employer-centric model. 
The employer-centric approach has given HRDF limited scope to address important 
human resource development issues like preparing youth for the workforce, retraining and 
placing retrenched workers, and preparing individuals for the lifelong learning that will be 
required to meet the realities of a rapidly changing economy. Furthermore, the employer-
based model cannot reach individuals who are in microenterprises, are self-employed, are 
out of the labour force, or want to upgrade or retool in ways that may not be of interest 
to their employers. The approach that HRDF has taken to more closely align training 
activities to strategic sectoral and national objectives has been to allocate 30 percent 
of levies collected to a consolidated fund. HRDF should devote even more resources to 
strategic national and sectoral objectives, which may involve increased allocations to the 
consolidated fund.

Table 7: 

HRDF’s priorities to meet changing labour market needs

Table 7
Source:  
Authors

Intelligent • Become a knowledge and innovation centre for 
human resources and training

• Provide technical training for high-impact skills 
needed by industry

• Sectorial training committees, INBASE

• 1MOC portal

Lifelong • Train and replace retrenched workers

• Provide apprenticeship and work-based training 
for labour market entrants

• 1MOC

• GENERAtE, Apprenticeship Scheme, 
RAISE

• HEARTS

Learner-centred • Offer training opportunities directly to 
individuals

Human capital 
development solution

HRDF priority HRDF experience
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Table 8:   

Institutions involved in human capital development programming in Malaysia

Table 8
Source:  
Authors

HRDF will need to continue to collaborate with 
other agencies in Malaysia working on human 
capital development. 
To be effective as it moves forward strategically, HRDF will need to continue to work 
with the agencies outlined in Table 8 that have developed expertise on issues of human 
capital development. ILMIA can be a valuable partner on matters related to labour market 
information. TalentCorp can be an important partner on topics related to skills monitoring. 
Other agencies within the Ministry of Human Resources and other ministries will be critical 
collaborators on the development of strategies for achieving the goal of a workforce that is 
35 percent skilled by 2020 and a workforce that prepared to drive economic development, 
social advancement, and innovation thereafter.

OJT training • Bank Negara

• CIDB

• NIOSH

• Financial Staff Training Fund

• Training levy

• Health and safety training

Deploying intelligent 
human capital solutions

• ILMIA

• TalentCorp

• MIDA, DSD

• Labour Market Information Dashboard and Data Warehouse 

• Critical Occupations List

• Industry Working Group (IWG)

Deploying lifelong human 

capital solutions

• JobsMalaysia

• MWFCD

• MYS

• EPU

• SDFC

• DSD

• TalentCorp

• Support services for retrenched workers

• 1AZAM Kerja; Apprentice Training Assistance (BLA)

• IKBN

• SL1M

• Loan and grant schemes for training

• National Dual Training Scheme

• Structured Internship Programme

Deploying learner-
centred human capital 
solutions

• MQA

• DSD

• MWFCD

• SDFC

• Malaysian Skills Certification System

• NOSS

• Start Up Grant (GP); 1AZAM Niaga, Tani, Khidmat; I-KeuNITA; I-KIT

• Loan and grant schemes for training

Strategic Area Agency Program
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Strategic Area 1:

Deploying intelligent human 
capital development solutions

 49 
Information is an essential ingredient in a 
successful human capital development system. 
Skills monitoring tools provide an evidence-based platform for human capital and 
workforce development. These tools provide information on labour demand (What are 
growth industries, occupations, and skills?); labour supply (What skills does the current 
workforce have? What skills are current students learning?); and skill gaps (Do the 
demands of growth industries, occupations, and skills meet the supply of the existing 
and future labour force?). In doing so, they align workforce development strategies with 
demand-side needs.

The skills needs of the future are difficult to predict. 
While there may be disagreements on the aggregate employment effects of Industry 4.0, 
there is no question that it will have a major impact on the nature of jobs and the types of 
skills in demand. The World Economic Forum (2016) identifies three types of jobs resulting 
from the “race” against technology: 

 1)  Jobs that disappear because technology can do the tasks better and 
  more cheaply (these jobs lose the race); 

 2)  Jobs that can complement and enhance the technologies (these jobs run
   alongside technology); and 

 3)  Jobs that are created by the new technologies or are untouched by them 
   (these jobs win or are running a different race). 

What skills fit into each of these categories? Developing non-routine cognitive skills that 
are difficult to automate and the STEM skills that often complement technology are likely 
to be important. However, these skills alone are not the solution. Indeed, recent research
from the United States found that demand for cognitive skills actually declined in the 
2000s after increasing significantly in the previous decades (Beaudry, Green, and Sand 
2016). The McKinsey Global Institute estimates that half of the substantive knowledge 
learned in the first year of a four-year technical program will be outdated by the time of 
graduation (MGI 2017).
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In this environment, traditional skills monitoring 
tools are a platform that can be built upon. 
Traditional skills monitoring tools rely on conventional sources for labour market information 
such as firm surveys, occupational projection systems, and qualitative consultations at the 
sector or local level among firms, labour representatives, and training providers. These are 
essential approaches but they also tend to lag economic developments. 

The rise of big data and other innovations in 
information generation and analysis have made new 
sources of information available for skills monitoring. 
While traditional labour market data sources remain indispensable, real-time labour market 
information (LMI) offers a complement to traditional survey data. Real-time LMI exploits 
the rise of online job search and job matching by “scraping” or “spidering” the Web for 
job postings and resumes. The scraped data is then structured into occupations, skills 
groupings, career pathways, and many other combinations to provide an up-to-date picture 
of the labour market that can inform decisions by training providers, job counsellors, 
educators, jobseekers, and students (International Spotlight 3).
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INTERNATIONAL SPOTLIGHT 3
Source:  
Authors

Australia’s 
Internet Vacancy Index

• Detailed data on online vacancies for 350 occupations at all skill 
levels and states

• Online job ads provided by job websites SEEK, CareerOne, and 
Australian Jobsearch

• Used to create ad-hoc analyses, for example trends in employment 
opportunities for industry-level qualifications

New Zealand’s 
All Vacancy Index

• Job vacancies advertised by businesses on SEEK, TradeMe, and the 
Education Gazette and received directly from providers

Vacancy monitoring in the 

Czech Republic
• Online job vacancies used to monitor tends in labour demand and to 

identify qualification structure of occupations demanded

Florida (U.S.) 
Agency for Workforce 
Innovation

• Combines real-time data obtained from vendor with long-term 
occupational projections and other government statistical data to 
support re-employment and training

• Compare evidence on demand side (real-time data and projections) 
with qualifications of the available workforce; comparison used to 
adjust which education and training programs qualify for subsidies

New Jersey (U.S.) 
Demand  Occupations List

• Traditional LMI and online job ad volume used to assess in-demand 
occupations

• Career counsellors urged to use list when approving “individual 
training programs,” which are federal grants for job training

New Jersey (U.S.) 
Council of County 
Colleges Consortium 
for Workforce and 
Economic Development

• Online job ads identify occupations with significant hiring

• Employers validate leads from online job ads 

• Once validated, consortium tailors training programs to prepare 
unemployed to fill jobs

International Spotlight

Uses of Real-Time Labour Market Information
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The timeliness and granularity of real-time LMI 
mean that it can help close the information gaps 
between the demanders and suppliers of skills. 
Real-time LMI has two significant benefits. First, real-time LMI is updated constantly and 
offers an up-to-date portrait of the labour market. In contrast to traditional labour market 
surveys that take months and even years to complete, real-time LMI can reveal labour 
markets trends as they happen. Second, real-time LMI offers more granular data, allowing 
policymakers to dig into specific occupations, skills, industries, educational levels, and 
other characteristics to improve their understanding of the labour market and inform 
policy interventions. 

Timeliness and granularity will become increasingly 
important as labour market trends evolve more 
quickly and in increasingly complex ways. 
For instance, IT skills are increasingly in demand. Big data analytics makes it possible to 
clarify what “in demand” means by using different measures of demand (Figure 16): 

 Is the skill emerging or is the need for 
 it well-established? 

 Is the skill a prerequisite for a job in IT 
 or is it difficult to find applicants with that skill? 

   At the same time, jobs in the digital economy increasingly require  
   combinations of technical skills and foundational or baseline skills  
   like communication, organisation, and planning. Big data analytics  
   make it possible to sort through employer job postings to identify  
   these foundational skills and analyse where foundational skills are  
   important even in technical job roles (Figure 17). These analyses can 
   be repeated as often as necessary to ensure that skills training  
   programs remain up-to-date with current market demands. This is 
   what Australia does with its National Skills Need List, which   
   incorporates traditional and real-time LMI and targets loans to   
   apprentices training in occupations on the list and incentives to the  
   employers hosting them. 
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Figure 16:  

Top IT skills according to different 

measures of demand

Figure 16 
Source: 
Burning Glass Technologies 2017

Top 
Skills 

(Postings)

Highest 
Paying 
(Salary)

Fastest 
Growing 

(Projections)

Hardest 
to Fill 

(Posting 
duration)

• SQL
• Java
• Oracle

• Data Science
• Ansible
• Docker

• MapReduce
• PIG
• Machine 

Learning

• Cloud Security
• Jboss Server
• Metadata Design
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New approaches to labour market information will 
bolster, not replace, traditional information tools. 
Real-time labour market information is one of a set of tools that are necessary to ensure 
that human capital development keeps pace with the evolution of the labour market. 
Traditional information tools like training needs assessments and training provider 
assessments will remain important to ensure that the market for training functions 
efficiently. In Malaysia, the Institute for Labour Market Information and Analysis (ILMIA) has 
created a data warehouse as a centre for the country’s labour market data that can be used 
to investigate labour market trends. TalentCorp has utilised this data in its skills monitoring, 
and has begun to incorporate real-time LMI to create its list of critical occupations.

Improving access to information of all types 
is a crucial component of ensuring that the 
information generated by real-time LMI, training 
needs assessments, and training provider ratings 
results in a strong training culture. 
Real-time LMI, TNAs, and training provider ratings generate useful information about skills 
needs, training needs, and training quality. However, to be useful this information must be 
easily accessible and disseminated widely. Disseminating information that underscores 
the availability and the costs and benefits of workplace training is particularly important. 
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Skill  
1 2 1 1 1 1 
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3 5 3 4 4 6 
4 1 11 2 3 8 
5 9 6 9 16 2 
6 8 8 6 13 4 
7 6 7 7 12 12 
8 18 4 11 10 14 
9 4 14 8 8 5 

Communication  
Organisation  

Writing  
Customer service  

Excel  
Word and Office  
Problem solving  

Planning  
Computer skills  

Research  10 12 12 18 21 10 

Figure 17: 

Rank importance of foundational skills

in different career areas in the U.S.

Figure 17 
Source: 
Burning Glass 
Technologies 2015
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HRDF could make a critical contribution by 
becoming Malaysia’s hub for knowledge, research, 
and information on human resource development.
There is a need to understand the short- and long-term employment and skill 
consequences of digitisation, automation, and other technological developments 
associated with Industry 4.0 in Malaysia. HRDF can meet this need. It is well positioned 
to engage in the information gathering, research, outreach, and advocacy necessary to 
strengthen the training culture in Malaysian industry including in SMEs and to improve the 
functioning of the training market through better information on skill needs and training 
providers. The direct impact of this would be more training and greater utilisation of HRDF 

levies collected and the broader impact would be a heightened commitment to human 
resource development in Malaysian industry. Canada and Australia are good examples of 
countries that are moving in this direction (International Spotlight 4).
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Making HRDF a hub for knowledge, 
research, and information about 
human resource development

Managers are not always aware of the availability of training programs or of 
the costs and benefits of these training programs. This has recently been 
established in the management literature, with impact evaluations finding that 
managers often lack information on good human resource management policies 
which in turn has impacts on productivity (Bloom et al. 2013). Results from 
the Quality of Management Survey in Malaysia find that Malaysian managers’ 
self-assessment of their own management performance is overly optimistic. 
This can lead them not to invest in beneficial management practices such 
as training. Behavioural research has found that an effective communication 
strategy can be to show that what is desired is already standard behaviour in 
relevant comparators. Communication strategies about training and its costs 
and benefits should be developed especially for SMEs to address the specific 
barriers they face in investing in training.
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Canada is developing new laboratories to 
innovatively apply new information sources 
to human resource development challenges. 
The Innovation Lab, housed in Employment and Skills Development 
Canada, is using methodologies from behavioural economics and 
elsewhere to test innovations in service delivery in different areas 
including connecting job seekers with employers.  The FutureSkills 
Lab was proposed by the Canadian government in the 2017 budget to 
operate as a non-government national laboratory for skill development 
and measurement. It would have three core functions: 
1. To select and co-finance innovative pilot projects
2. To support new sources of information on labour market trends and  
     skill needs
3. To provide policy and programming advice to governments about 
     promising innovations based on rigorous evaluation of outcomes

In Australia, the federal government closely 
monitors labour market data at local, regional, 
and national levels to inform planning by all 
stakeholders. 
This data is regularly updated and reported publicly on the Labour 
Market Information Portal⁴ and in an annual Australian Jobs Report 
which comprises a rich labour market resource for trainers, employers, 
employment services, job seekers and all three levels of government. 

International Spotlight

Human Resource Development 
Hubs in Canada and Australia
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⁴  www.lmip.au/
⁵  www.australianapprenticeships.gov.au/national-skills-needs-list  
⁶  www.jobactive.gov.au/ 

The data plays a key role in calculating performance of employment 
services and also guides investment in vocational training by the 
federal, state and territory governments. This labour market 
information and analysis informs a National Skills Needs List⁵ 
that identifies trade skill shortages and is used to target incentive 
funding for apprenticeships. Priority Occupations are also identified 
in order to target VET and workforce development funding. Current 
priority occupations are primarily in the aged care, child care and 
disability sectors.

Job search matching is enhanced for job 
seekers and employers via technology. 
One of the strengths of Australia’s Employment Services System 
(ESS) is a vacancy matching service. The jobactive website/app⁶ is 
used by employers to advertise vacancies or internships and by job 
seekers looking for work. It also has an interface with providers via 
their own ESS portal, allowing providers to be directly involved with 
the job matching process. This is a powerful tool allowing all the 
benefits of modern computational job matching services, with the 
added plus of having input from employment services providers, 
who have a more fine-grained knowledge of their local job markets, 
and of course who have a direct and detailed involvement with the 
job seekers themselves. Providers also engage with employers 
directly to gain knowledge of their recruitment requirements and 
to offer demand driven placements. Sometimes providers offer 
mentoring to employers to improve their capacity to support 
particular employees or to create particular job types to suit both 
job seeker and employer needs.
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The jobactive portal allows uploading and storage 
of resumes and other documents, which can 
be attached to applications with great ease, 
streamlining the application process considerably.  
Employers also have the possibility of seeing anonymised job 

profiles through the employer portal and contacting candidates 

directly if they see a profile they like. unlike major commercial sites, 

jobactive is free for all users – job seekers and employers – as it is 

part of a government service. As the jobactive search tool operates 

in a context that includes local providers, there is a much greater 

potential for forging long-term relationships between providers and 

employers in a given region, which can augment the utility of a 

computational matching tool by injecting local human knowledge into 

the mix.

These and other international examples could help HRDF develop its  

activities on the knowledge, information, and innovation front.

INTERNATIONAL SPOTLIGHT 4
Source:  
Authors

The knowledge hub would have three primary goals 
(Figure 18). 

First, the hub would seek to utilise timely, market-based intelligence for skills monitoring 
to inform training and other human capital development policies. Second, the hub would 
seek to improve information on training providers through the Star Rating system. Third, the 
hub would seek to improve the training culture in Malaysia by generating and disseminating 
research, analysis, and best practices that underscore how workplace training is necessary 
to contribute to Malaysia’s development goals. A certification scheme for firms with a 
strong commitment to training and informational and educational services regarding skills 
utilisation would contribute to this goal. 
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Figure 18:  

Creating a knowledge hub on human resource development

Figure 18 
Source: 
Authors

1. Improve skills
monitoring

Use timely, market-
based intelligence to
monitor skills needs

2. Enhance information
on training providers

Use star rating
system and other

tools

3. Improve
 training culture

Engage the training 
community through 

dissemination of research, 
recognition of good practices, 

and delivery of services
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Real-time labour market information offers a 
solution to the challenge of determining training 
needs under Industry 4.0. 
One of the problems that both firms and workers face in deciding on training investments 
is determining training needs. This involves understanding what skills are and will be in 
demand. This is normally done by reviewing labour market information produced through 
labour force surveys, enterprise and firm surveys, and qualitative interviews with 
employers, educational institutions, and other labour market stakeholders. However, 
Industry 4.0 is creating new types of jobs that require new types of skills. And it is creating 
these new job types and new skills even at a more rapid pace. Real-time labour market 
information leverages the availability of online job and resume advertisements to gain 
detailed insights into the labour market in real time. These big data solutions are practical: 
they can help inform training providers about what employer demands are today.

HRDF is well-placed to manage the sophisticated 
information that is now needed to inform skills 
training.
HRDF has already begun exploring partnerships with providers of big data analytics. 
Continuing to pursue these partnerships and developing expertise in-house could make 
HRDF a leader in the field. HRDF’s influence over the market for training makes it particularly 
well-suited to put the timeliness and granularity of real-time labour market information 
to use. With its extensive connections to training providers and employers, HRDF would 
be able to validate detailed insights into labour market need with employers, work with 
training providers to refine training programmes targeted to fill these needs, and ensure 
that this process of needs identification and training programme revision is ongoing. HRDF 
has already developed some of this capacity in its 1Malaysia Outplacement Centre portal 
where it can monitor job postings and job applicants. 

Quality ratings of training providers provide 
important information to employers and workers 
about the supply side of training. 
Once training needs are assessed and known, identifying qualified training providers and 
selecting ones that can provide the needed training can be challenging. Selecting the 
right training provider requires being able to identify where training can be sourced and 
being able to assess the quality of the training being offered by different providers. Better 
information on training providers that is accessible to both firms and workers can help 
both make better choices on where to source training. It can also incentivize providers to 
deliver relevant and high-quality training. Tools like Star Rating systems can help identify 
the constraints training providers face and the conditions that make training providers 
successful, and incentivize better outcomes by exposing underperformers (International 
Spotlight 2). Risk assessment models are another approach to quality ratings, which 
assess training providers on the risk that their trainings do not meet required standards 
(International Spotlight 5).
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INTERNATIONAL 
SPOTLIGHT 5
Source:  
Authors

International Spotlight

Quality Assurance for Training 
Providers in Australia

In Australia, Registered Training Organisations 
(RTOs) are registered by the Australia Skills 
Quality Authority (ASQA), the national 
regulator for skills training, as providers of 
quality-assured and nationally recognised 
training and qualifications. 
RTOs may be part of industry organisations, individual employers 
and public or private training and/or education institutions. There are 
currently around 5,000 RTOs (public and private) in Australia. A complete 
list is maintained as an authoritative national register of the VET sector 
in Australia.⁷  Training providers, including employers, pay registration 
charges to become RTOs because it allows them to provide recognised 
or accredited qualifications and to enter a market that attracts student/
employee funding from a variety of government and industry sources. 
Market mechanisms are used by governments in different ways to 
encourage RTOs to compete for students or employer connections and 
address labour market priorities.

The Quality Assurance Framework (QAF) 
sets a minimum standard of quality for 
training providers. 
Certification under the QAF ensures that providers have policies and 
processes in place to deliver services appropriately. Certification, 
Surveillance, and Extraordinary Audits are conducted to ensure that 
providers are following the QAF. Compliance with submitting claims for 
payment and other processes are also assessed through compliance 
reviews. These can impact the provider’s Star Rating (International 
Spotlight 2).

7  www.training.gov.au
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HRDF has recently begun evaluating training 
providers. 
HRDF recently launched the Star Rating system, which evaluates training providers based 
on a variety of characteristics such as the certifications of their instructors and the types 
of training courses they offer. The Star Rating system will be critical to provide information 
about the supply side of training to participants in the training market.

This knowledge hub would work to strengthen 
Malaysia’s training culture by generating practical 
information on training such as data and projections 
on labour demand, skill trends, and the quality of 
training providers.  
This role would also include the generation and dissemination of research and knowledge 
on a host of issues that are more conceptual but could strengthen the country’s training 
culture in the future. These could include evaluation of training impacts and estimates of 
rates of return to workers, firms, and the overall economy; and the role of training in broader 
human resource management and job design. A potentially important function of this 
knowledge role could also be to gather and disseminate information on best practices and 
innovation in human resource development. 

One promising area for research is on accounting 
guidelines for recognising training as an investment. 
Current accounting guidelines consider training as an expense rather than an investment. 
HRDF could explore different accounting options and engage in discussion with the 
employer community and accounting and tax experts on this topic. One worthwhile 
project would be to establish guidelines for reporting training investments. There is some 
international experience, especially in the OECD where researchers have studied and 
debated how intangible assets, such as human capital, should be measured and valued.

Certification schemes recognising firms with a 
strong commitment to training can signal good 
practices to workers and to other firms. 
Training culture can be improved with certification schemes that recognise employers 
with strong human resource development programmes. Such a scheme can help workers 
assess opportunities in different firms. It can also create incentives for firms to place 
more priority on training and other ways of investing in people so that they are seen as 
an “employer of choice.” The UK’s Investors in People is a longstanding example of such a 
programme. Investors in People was initiated in 1991 by government but eventually was 
driven by business. The programme has performance scales that member firms benchmark 
themselves against and then certifies those that meet the standards.
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Firms do not always view training as an integral 
part of broader organisational strategy. 
The benefits that firms gain from training depend on an organisational strategy and 
job design that allow workers to apply their skills in practice. Firms that adopt high-
performance work practices – a relatively flat organisational hierarchy, working in teams, 
job rotation, innovative payment and incentive schemes, training needs assessment and 
planning – are associated with a higher incidence and intensity of training (O’Connell and 
Byrne 2012). One study found that firms that had undertaken a training needs assessment 
or put in place a training plan provided training to 10 to 15 percent more employees and 
spent slightly more on training overall (Hansson 2007). The concept of “skill utilisation” or 
“ensuring the most effective application of skills in the workplace” reinforces the principle 
that workplace training cannot be seen as an isolated function in firms and should be 
integrated into the broader organisational strategy, production design, and human resource 
management (Scottish Government 2008). This has been translated into public policy in 
Singapore through the Industry Transformation Programme.

HRDF could provide information and educational 
services regarding skill utilisation via the National 
Human Resource Centre. 
In its role as an information hub for human capital development, HRDF could sensitise 
employers to the importance of developing production and service-delivery processes and 
job designs that enable workers to apply their skills in the workplace. This could extend 
into consultation services to help firms better utilise the skilled workers acquired through 
training. In other words, advisory assistance should cover training needs assessments 
but also broader HR and organisational and job design analysis. HRDF’s National Human 
Resource Centre (NHRC) is one of the few organisations in Malaysia offering TNAs. This can 
be done for SMEs through the National Human Resource Centre (NHRC). Currently NHRC 
offers Level 3 services, which are consultancy services provided to SMEs on request. 
The main service offered is a Training Needs Assessment. Take-up for Level 3 services 
are low (215 firms in 2015) and, according to HRDF, the reason is that firms need to share 
internal information with external consultants, which can create sensitivities. However, 
this is common practice internationally and should not be a barrier to providing consultancy 
services. Further research should be done to see how this type of support could be more 
effectively provided to greater numbers of SMEs. HRDF could also think about a vehicle 
for larger firms who do not have the capacity to do their own analysis. The UK’s Chartered 
Institute of Personnel and the Korea Employment Information System are good examples 
for NHRC to learn lessons from (International Spotlight 6).
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The United Kingdom’s Chartered Institute 
of Personnel and Development (CIPD) and 
Korea’s Employment Information System 
(KEIS) are good models for NHRC to follow. 
Both have outstanding records and each offers some lessons for HRDF 
and the NHRC, CIPD for its services to the HR community and KEIS for 
its information services. CIPD is a professional HR organisation with 
a strong record in supporting human resource professionals through 
capacity building, knowledge generation and dissemination, training, 
and certification. KEIS is a public agency affiliated with the Ministry of 
Employment and Labour which specialises in producing and disseminating 
information on employment, including human resource development.

INTERNATIONAL SPOTLIGHT 6
Source:  
Authors

International Spotlight

Human Resource Information and 
Consulting Services
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The NHRC can expand the training needs 
assessments it currently undertakes.  
Training needs assessments put information on the supply of and demand for skills to use 
at the enterprise level. Training needs assessments (TNAs) incorporate information about 
labour market and skills trends but go beyond pure information provision by also providing 
guidance on specific training priorities. While they are useful at the sectoral or local level, 
they are an essential tool at the enterprise level. The basic elements of any training needs 
assessment are skill trends, current skill profiles of workers, identification of skill gaps, 
and training supply, all information that real-time LMI can supplement. However, TNAs 
should cast a wider net and consider an enterprise’s business objectives since training 
priorities should be based on identifying the investments that will contribute most to those 
objectives. TNAs and training on conducting them are often carried out by business or HR 
consulting firms as a management service. Some public agencies provide TNA advisory 
services to firms or carry out assessments, especially for SMEs (see International 
Spotlight 7). The NHRC currently conducts TNAs, and it will be essential to expand these 
activities as HRDF gains a better understanding of labour market and training needs 
through its knowledge hub.
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7International Spotlight

Training Needs Assessment

Ireland’s Skillnets are enterprise-led training 
networks funded by the National Training 
Fund. The TNAs undertaken by the networks are closely tied to the 
performance goals of each organisation. Key elements of the approach 
include:

• Identifying performance goals and the knowledge, skills and   
 abilities needed by a company’s workforce to achieve those goals; 

• Identifying gaps in training provision;  

• Directing resources to areas of greatest priority; and 

• Addressing resources needed to fulfil the organisational mission,  
 improve productivity, and provide quality products and services.
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The Skillnets approach integrates 
training into the overall company 
operation. Some of the key issues that should be addressed 
in a network’s TNA cover the environment in which the company 
operates; the most important competitive issues; what training will 
impact productivity and competitiveness; what training currently 
takes place and how it relates to needs; what training should be 

prioritised; and how should training be delivered. 

Canada’s tourism sector also links training 
needs assessments to company and 
industry objectives. The uniqueness of this approach 
is that it builds on two assessments, an Organisational Needs 
Assessment (ONA) and a Skill Needs Assessment (SNA), which 
are meant to interact to identify the training that will have the 
greatest impact on firm and employee outcome indicators. The 
combination of these assessments allows for an understanding of 
the relationship between the sector’s skills and performance gaps 
and the workers’ competencies and the business needs of firms. 

The  ONA  involves  several  steps. 
First,  the  organisation  identifies  the  key  business  areas  where  
improvement  is  needed,  for  example,  service  excellence,  greater  
sales,  higher  productivity, and better guest relations. For each of 
these needs, the relevant work performance  areas  are  identified,  
along  with  the  underlying  essential  skills.  With  the  baseline  
Skill  Needs  Assessment,  the  sector  and  the  organisation  
could  identify  whether  gaps  existed  in  the  competencies  
of  the  workforce  in  the  underlying  skills  needed  to  improve  
performance  in  the  areas  of  greatest  need  to  firms.  This  
information  provides  the  evidence  needed  to  identify  key 
training  needs.  This  approach  requires  clarity  on  the  part  of  
employers  in  terms  of  identifying  their outstanding business 
needs. Where firms cannot do this, they are unlikely to benefit from  
the assessment process. 

INTERNATIONAL SPOTLIGHT 7
Source:  
Skillnets (2013); SRDC (2014)
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HRDF could create the knowledge hub as a stand-
alone unit.  

All parts of HRDF concerned with information could be integrated to form an entity that 
is a centre of excellence for information collection, analysis, and dissemination as well as 
outreach through consulting and advisory services. Strong links with the industry would 
be important. External partnerships with other public sector agencies would also be key. 
Such an integrated unit could have an extensive set of services to develop and market. 
These could include current and upgraded services through NHRC; the Star Rating system; 
real-time data on labour and skill needs; and sector-specific information generated by 
the STCs. This unit could also be responsible for rigorous evaluations of the impact and 
cost-effectiveness of HRDF-funded training programmes. It would also be the centre for 
disseminating information on innovations in human resource development, along the lines 
of Canada’s Skills and Innovation Labs. The result would be a “one stop shop” for information 
and advice related to human resource development that created value for industry.

The relevance of the information HRDF collects 
can be improved by strengthening its Sectorial 
Training Committees.  
Strong links with employers and industry ensure that HRDF receives relevant information 
on labour demand and skill requirements and on the quality and relevance of training. 
Indeed, successfully delivering quality training requires strong employer input along with 
sophisticated labour market information to ensure that investments are made in high-
impact skills that are in demand now or will be in the future. The key institutional innovation 
linking HRDF with industry is the Sectorial Training Committees (STCs). Started in 2014, 
there are now 21 STCs comprising the 63 sub-sectors covered under the PSMB Act. The 
main objectives of the STCs are to assess industry training needs in light of technological 
advancements, identify skill gaps, and propose training programmes that respond to these 
needs. STCs work with HRDF on collaborative projects that are required by their industry 
and by the Government. While STCs have been useful institutions in some countries, 
the international experience underscores the importance of continuing to strengthen 
their capacity and sustained support (financial and policy) from public agencies (see 
International Spotlight 8).
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While STCs are relatively new to Malaysia, there is a 
fair amount of international experience with this type 
of institution. 
Several European countries have long organised training along sectoral 
lines which has proven to be generally effective. However, these sector 
institutions are usually bipartite or corporatist, with strong management 
and union leadership and representation with overall strategy, priorities, 
and activities determined through collective bargaining.  This is a different 
institutional setting to Malaysia’s and more relevant examples are in 
countries such as the UK, Canada, Australia, and New Zealand where 
the overall approach to training is more market-oriented.    

The Canadian experience is particularly informative 
since there was a formal evaluation. 
The evaluation identified a number of positive outcomes of the councils 
including improved labour market information; increased collaboration and 
partnership between stakeholders within sectors; substantial progress 
in developing national occupational standards and certification; and 
making inroads with training and educational providers to reflect these 
standards in training courses. However, there was no evidence that 
the sector councils led to more training undertaken. In both the UK and 
Canada, the sector councils were eventually weakened by the removal 
of government financial support and in both countries they are no longer 
important institutions for human resource development. The importance 
of some government support, then, seems to be an important lesson for 
Malaysia’s STCs.

A key feature of the Australian Vocational Education and 
Training (VET) qualifications is that training packages 
are defined by industry and not by government or 
training providers. 
Service Skills Organisations (SSOs) develop industry training packages to 
meet the needs of an industry or a group of industries. Training packages 

8International Spotlight

Sectoral Training Committees 
Around the World
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INTERNATIONAL SPOTLIGHT 8
Source:  
Authors

specify the skills and knowledge required to perform effectively in the 
workplace. Each training package is made up of units of competency, the 
qualification framework and assessment guidelines. SSOs are funded by 
the Federal Government. Industry Reference Committees are responsible 
for decisions and guidance on the training packages developed by SSOs. 

These committees comprise industry leaders from big business to small 
enterprise, and peak bodies to unions, who understand the skills needs of 
their sector or occupation. Industry participation in Reference Committees 
is funded by each Industry. The Australian Industry and Skills Committee 
(AISC) is a formalised industry/government collaboration that approves 
nationally recognised training packages based on advice from the 
Industry Reference Committees. It also advises relevant federal and state 
ministers on the implementation of VET policies. The current structure of 
this system was established in 2015, however the principles were part of 
the previous system which had various Industry Skills Councils.

Denmark has a centralised framework for 
course development.  
There are 11 Danish continuing and vocational education training (C-VET) 
Trade Committees that serve the role of setting programme standards for 
training courses. They develop or revise approximately 200 programmes a 
year. These committees are assisted in their work by sectoral employer 
Education Funds, which fund activities to research and update standards 
and whose secretariats help coordinate this work. In Malaysia, public 
efforts to recognise and develop vocational courses are exclusive to 
the NOSS, which are longer courses focused on pre-employment TVET. 
Breaking NOSS courses into shorter modules could help extend some of 
the benefits that come from having formal, quality assured qualifications 
to workforce training. 

Doing so, however, requires resources far beyond what are available to 
either the HRDF Sectorial Training Committees or the DSD Industry Lead 
Bodies. The full-time employment of the secretariats that support the 
trade committees is over 120 people. By comparison, the each STC 
receive secretariat support from one HRDF grants officer who is assigned 
to support several STCs, and does so in addition to their normal job duties.
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HRDF’s STCs can be developed further. 
Sectorial Training Committees (STC) offer promise for consolidating employer commitment 
to human resource development; analysing skill trends (current and prospective); identifying 
training needs; diffusing qualification standards; and coordinating some training activities. 
Future priorities for Malaysia’s sectorial training committees could include exploring 
the establishment of STCs in other key sectors that currently do not have councils. It is 
important, however, to ensure that the creation of committees is employer-led and not led 
by HRDF or another public agency. HRDF could also lead an analysis of the effectiveness of 
existing STCs and identify the key actions to improve STCs across the board. 

STCs must have sufficient resources and 
coordinate with other human resource agencies.
Two challenges for STCs to be effective concern resources and co-ordination. Regarding 
the former, one lesson from the experiences of Denmark, the UK, and Canada is that sector 
councils cannot fulfil their mandates without adequate resources. In the case of Denmark, 
the industry-level committees are financed through commitments made by employers and 
unions in the collective bargaining process. Full-time employment of the secretariats that 
support the development of short training courses in Denmark is more than 120 people. In 
Canada and the UK, government resources were important in the success of the councils 
in the early years. In Malaysia’s case, significant resources will need to be allocated to 
the STCs for them to be effective. The source of the funds, at least initially, will probably 
need to be public (government or HRDF), with a longer-run plan to obtain strong industry 
commitment. That commitment will depend on the STCs being able to demonstrate a 
contribution to human resource development. 

Industry commitment will also depend on 
harmonising the different industry-level human 
resource organisations that now exist in MIDA, 
MOHR, and elsewhere. 
HRDF will need to coordinate with existing initiatives that solicit industry input on 
skills needs. The Industry Working Group (IWG), overseen by the Malaysia Investment 
Development Authority and the Department of Skills Development in MOHR, is charged 
with assessing human capital requirements and the outlook for industry via ten sub-
industry working groups (Figure 19) 8. The IWG is a source of input for the Industry Skills 
Committee, which is chaired by the Ministry of International Trade and Industry and the 
Malaysian Employers Federation and charged with identifying industry skills needs for the 
Human Capital Council, which is chaired by the Prime Minister and responsible for setting 
human capital development policy. The IWG is seen as providing high-level commentary on 
industrial developments, rather than granular detail on industry skills needs. A reformed 
structure for STCs could help jumpstart the existing IWG initiative. Additionally, the STCs 

 71 

 72 

 73 

8
  These are Eletrical & Electronics; Machinery & Equipment;  Chemicals & Petrochemicals;

     Oil & Gas; Medical Devices; Pharmaceuticals; Automative; Information, Content & Infrastructure;
     Aerospace; and Maritime (MITI 2015)
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The experiences of Denmark and Australia offer 
important lessons for how STCs can be structured. 
The experiences of Denmark and Australia with sector advisory groups offer practical 
lessons for how these groups can be provided with appropriate resources and the right 
combination of industry autonomy and public oversight (see International Spotlight 9). 
Australia’s model reflects that of Malaysia’s Industry Skills Committee, though the 
Australian model is distinguished by its resources, the breadth and depth of industry 
engagement, and the research and analytical support of the Skills Service Organisations. 
Notably, Australia also relies on skills needs lists similar to the Critical Occupations List to 
inform training priorities such as funding for apprenticeships.
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could draw on the experience of another existing initiative that has been more successful 
in soliciting industry input. The Critical Skills Monitoring Committee, overseen by TalentCorp 
and the Institute for Labour Market Information and Analysis (ILMIA), produces the Critical 
Occupations List, which provides detailed analysis of occupational shortages based on 
both quantitative data analysis and industry input (Figure 20). Efforts will need to be made 
to leverage these different initiatives, and consolidate them where necessary, so that 
ground-level intelligence on industry needs is filtered up to those making decisions about 
training policy.
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Education Funds in Denmark support a variety 
of activities related to the development and 
updating of workforce training programme stan-
dards, knowledge exchange, and dissemination 
of information on training to member employers. 
The first Education Fund was put in place in 1973, and sector education 
funds and corresponding secretariats have expanded from there to just 
under 20 today. The secretariats are set up under collective agreements 
between industry and labour, and are meant primarily to keep the education 
and training system up-to-date with evolving employer skills needs. Funds 
support the development and revision of public training programmes. They 
can also be used to support other information dissemination and learning 
activities. The secretariats liaise with the Ministry of Employment, but 
report to a group of relevant industry and labour organisations rather than 
to a government agency. As noted above, human resources devoted to the 
sector advisory committees are significant. Full-time employment of the 
secretariats that support the development of short training courses in Den-
mark is more than 120 people.

Denmark also utilises sector advisory groups 
under the Danish Agency for Labour Market and 
Recruitment (STAR). 
Eight Labour Market Councils have been set up by the Ministry of Employment, 
each with 21 representatives of trade unions and employer associations, 
municipalities, the Danish Council of Organisations of Disabled People, and 
other regional actors including educational institutions and growth forums. 
These Councils provide direction to Job Centres, which offer services to 
jobseekers. The Councils monitor the performance of the Job Centres, build 
relationships with employers, and set the list of vocational training pro-
grammes eligible for subsidies from the central government to support the 

International Spotlight

Sector Advisory Group Institutions and 
Financing in Denmark and Australia
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In 2015, Australia⁹ revised the structure 
of its system for developing training 
programmes. The current structure is based on a hierarchy 
of organisations that are used to collect industry intelligence on 
skills needs and ensure that this intelligence is reflected in training 

programmes (Figure 21). 

9
  This section is based on information available on https://www.aisc.net.au

The Australian Industry and Skills Committee 
(AISC) is a formalised industry-government 
collaboration that approves nationally 
recognised training packages based on 
advice from Industry Reference Committees.  
It also advises relevant federal and state ministers on the 
implementation of vocational policies. 

unemployed. However, the Councils do not exercise direct control over the 
Job Centres. Quite a bit of support for the Councils comes from STAR. They 
are coordinated by regional STAR offices, and receive quite a bit of data from 
the STAR central office. However, they do exercise autonomy in setting their 
agenda and in building relationships with the employer community.

Figure 21:  

Organisations gathering industry input to inform training programmes in Australia
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Industry Reference Committees (IRCs) are the formal 
means for evaluating industry skills requirements in 
developing and reviewing training packages. 
The committees comprise industry leaders from large and small business, 
peak bodies, and unions who understand the skills needs of their sector or 
occupation. Industry participation in IRCs is funded by each industry. IRCs 
develop intelligence from the industry sector and use this to develop and 
review training packages. There are currently 64 IRCs. IRC members are 
appointed by the AISC through public consultation or an open nomination 
process. The members can either be nominees of an organisation or individual 
members. Members are appointed for a three-year term but can be re-appointed 
for another year. IRCs are expected to meet at least once per year.

IRCs are supported by Service Skills Organisations 
(SSOs) that assist IRCs to develop and review 
training packages. 
The SSOs are designed to promote industry engagement while remaining 
independent of both industry and the training sector. There are currently six 
SSOs ¹⁰. 

SSO support services for IRCs include: 
1. Travel and accommodation support; 
2. Document preparation including skills forecast and proposed schedule of 

work; and 
3. Assisting with developing and reviewing training packages. 

The IRCs are responsible for decisions and guidance on the training packages 
developed by SSOs.

SSOs are required to help the IRCs develop a four-year 
skills forecast, refreshed annually, which is composed 
of an industry analysis and a proposed plan for 
reviewing and developing relevant training products. 
The skills forecast is submitted to the AISC for the development of a four-
year National Schedule of training package development and review. The 
AISC then assesses priorities according to the skills forecast to develop the 
National Schedule and undertakes training package review and development 
based on this schedule. SSOs also undertake reviews of industry needs to 
develop Cases for Change, which outline reforms of training packages.
 

10
  These are Artibus Innovation, Australian Industry Standards, IBSA, Manufacturing. PWC’s Skills for Australia, Skills Impact, and skills IQ.
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Decentralising to meet local needs
Strong connections with local communities and 
regions also can also make training programmes 
more intelligent. 
A recent OECD review of apprenticeship programmes in nine member and emerging 
countries highlighted the role of local presence and leadership in effective training (OECD 

2017). The overall framework may be national, as in the case of Germany, for example. 
However, the OECD study found that decentralised implementation contributes to the 
engagement of employers and other stakeholders, flexibility in programming, participation 
of SMEs, and aligning training with local economic development. 
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The SSOs are funded by the federal Department of 
Education and Training via a Funding Agreement for 
an initial three-year period subject to performance re-
quirements with an optional extension for two years.
The current SSOs were selected through a competitive grants process. The 
Funding Agreement requires that SSOs enter into a Memorandum of 
Understanding with the IRC it supports in order to set a framework for how the 
IRC and SSO will work together day-to-day. Costs associated with meetings of 
the IRC, including reasonable travel and accommodation costs, are borne by 
the SSO. The SSOs can undertake other commercial activities separate from 
their work with the IRCs. A mechanism exists for IRCs to move to a different 
SSO where the current SSO is found to be non-performing. 
 

The AISC has also created 8 cross-sector projects to 
address common skills needs. 
The objective is to reduce complexity in vocational education and training 
and improve mobility through recognition of qualifications between occupa-
tions. The 8 cross-sector groupings, which seek out a coordinated response 
from the IRCs, are automation, big data, digital skills, cybersecurity, supply 
chains, environmental sustainability, work and participation, and consumer 
engagement through social media.

INTERNATIONAL 
SPOTLIGHT 9
Source:  
Authors
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Based on international experience, some 
decentralisation would be a good step for HRDF. 
Until now, HRDF has been a centralised operation with most functions handled at the 
headquarters and seven regional offices. The focus of these branch offices has traditionally 
been to raise local awareness of HRDF and its programmes, to increase training supply, and 
to increase training grants. The organisation is considering a plan to deepen the decentral-
isation process by transforming regional offices into more strategic units or “mini HRDFs.” 
Based on international experience, more decentralisation of decision-making and operations 
is a good step (see International Spotlight 10). However, to be effective these regional 
units will need to have upgraded human resources and infrastructure.
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In Denmark, many services for job seekers 
are performed locally. 
Services for jobseekers are provided through local Job Centres. Most of 
Denmark’s 98 municipalities have their own Job Centre, though several 
pool resources and run one jointly. Funds for Job Centres come from the 
central government, and are provided according to a formula whereby the 
amount received for each successful placement is reduced the longer 
the placement takes. The municipalities run the centres and exercise 
considerable freedom in what services they provide. Ability to form 
partnerships with employers and adapt services to local conditions are 
viewed as the advantages of this arrangement. 

Eight Labour Market Councils support the 
Job Centres. 
These are set up by the Ministry of Employment, and each has 21 
representatives drawn from social partners (trade unions and employers 
associations), municipalities, the Danish Council of Organisations of 
Disabled People, and other regional actors including educational insti-

International Spotlight

Decentralised Services for 
Jobseekers in Denmark
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Strategic Area 2:

Deploying lifelong human 
capital development solutions 

The rapid pace of change, the degree of disruption, 
and the uncertainty associated with digitisation, 
automation, and Industry 4.0 mean that individuals 
will need to acquire new skills throughout their lives. 
As the Eleventh Malaysia Plan and the Ministry of Higher Education’s Malaysia Education 
Blueprint 2015-2025 (Higher Education) recognise, more than ever human capital investment 
must be seen as a lifelong activity rather than as an activity carried out only at an early 
stage of life 11. The rapid evolution of skills needs means that the skills gained in traditional 
schooling will likely need to be updated throughout a worker’s life. For example, recent 
research suggests that vocational education can ease the transition from school to work 
but at the same time can reduce a worker’s adaptability to technological and structural 
changes later in life (Hanushek et al. 2017). This finding emphasises that training cannot 
stop at the end of schooling but must continue throughout the lifecycle through up-skilling 
and re-skilling opportunities. Lifelong learning also recognises that there are a multitude of 
settings in which learning takes place and that not all of these settings are formal (Figure 
22). However, qualifications recognition systems can translate learning in non-formal and 
informal settings into formal certificates.

11
  The Ministry of Higher Education’s Malaysia Education Blueprint 2015-2025 (Higher Education) included lifelong 

learning as one of 10 paradigm shifts necessary to create excellence in higher education. The Ministry of Higher 
Education’s Blueprint on Enculturation of Lifelong Learning for Malaysia 2011-2020 also recognised the importance 
of lifelong learning, calling it the third pillar of human capital development after primary and secondary school and 
tertiary education.
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tutions and growth forums. These Councils provide direction to the Job 
Centres, monitor their performance, build relationships with employers, 
and set the list of vocational training programmes eligible for subsidies 
from the central government to support the unemployed, but they do 
not exercise direct control over the Job Centres. Three Regional Divi-
sions of the Danish Agency for Labour Market and Recruitment (STAR) 
provide secretariat support to the Councils and serve as an intermediary 
between STAR and the Job Centres. Again, these divisions exercise no 
direct control over Job Centres.
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HRDF can make important contributions in the 
lifelong approach to learning but changes will also 
need to be made throughout Malaysia’s human 
capital development ecosystem. 
HRDF can be a leader in the lifelong approach to learning by championing training solutions 
that are adapted to the needs of different types of learners at different stages of the 
lifecycle both in the traditional workplace training it brokers and in the strategic initiatives it 
crafts (Figure 23). HRDF’s close connections with employers as well as its experience with 
apprenticeship programmes, placing retrenched workers via the 1Malaysia Outplacement 
Centre, and funding qualifications recognition make it particularly well suited to deliver 
training solutions to young people transitioning from school to work, to displaced and 
retrenched workers, and to workers of all types seeking formal recognition for skills gained in 
non-formal learning environments. Though not its primary area of focus, HRDF can also assist 
with programmes to activate other groups in the labour market such as women interested in 
re-entering the labour force after career breaks and older workers in need of re-skilling (Box 
2). However, other actors in Malaysia’s human capital development ecosystem in the Ministry 
of Human Resources, in the Ministry of Women, Family, and Community Development, in other 
ministries, and in the private sector have more significant roles to play in these areas.
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Figure 22:  

The formal, non-formal, and informal processes of lifelong learning

Figure 22 
Source: 
Authors adapted from 
UNESCO ILL 2017
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Government policies can help women enter and 
remain in the labour force. 
Female labour force participation is low in Malaysia relative to international comparators.  In 2014, 54 
percent of women participated in the labour force versus 81 percent of men.  This is lower than the 
regional average of 68 percent and the OECD average of 62 percent (Figure 24). The participation 
rate is “single-peaked”: participation peaks before marriage, falls around child-bearing age, and never 
recovers. However, increasing education levels and job growth in the services sectors where women are 
more likely to be employed have led to an increase in female labour force participation in recent years, 
particularly among married women. 

Additionally, government partnerships with the private sector to expand pre-primary education and child 
care and tax incentives for flexible working arrangements and for hiring women after career breaks have 
also helped. Though not a primary area of focus for HRDF, trainings should consider the needs of women 
throughout their lifecycle. Indeed, the HEARTS ¹² program, which seeks to up-skill married women and 
single mothers for self-employment, is an example of this type of training. But action is needed in other 
areas, as well. For instance, Malaysian laws are less favourable to women’s participation in the formal 
private sector than laws in comparator countries in East Asia and other upper middle income countries. 
Revising these laws could help increase female participation in the labour force.

¹² Housewives Enhancement and Reactivate Talent Scheme. 

Figure 23:  

Lifelong learning interventions along the lifecycle

Figure 23 
Source: 
Authors adapted from 
UNESCO ILL 2017

Stage of the lifecycle Intervention

School-to-work transition Placing young people in jobs, 
especially through apprenticeships

Qualifications 
recognition for 
workers of all 

typesWorking ages Up-skilling, re-skilling, and career 
guidance for displaced and 

retrenched workers and other 
targeted groups such as women

Retirement Up-skilling and re-skilling for 
older people

Strategies to activate the 
labour force participation of 
women and older people

BOX  2
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While Malaysia is not ageing as rapidly as many of its neighbours, the relative size of its working age 

population will begin to shrink in 2025 (Figure 25). This will have important consequences for economic 

growth, necessitating productivity improvements and expansions to the labour force participation rates 

of women and older people. At the same time, changes in the labour market associated with Industry 

4.0 will make it more difficult for older workers to compete only with the skills they learned early in life. 

Learning solutions will need to be adapted to help these older workers succeed. 

A recent World Bank report on aging in East Asia notes that targeted training schemes for older workers 

are becoming more prevalent. These include financial assistance for employers who train older workers 

in Singapore and training for older people in Korea to start their own businesses or return to rural areas.  

However, these new learning approaches should be undertaken alongside other labour market reforms. 

The World Bank report notes that “multipronged” approaches to upgrading the skills of older workers and 

integrating them into the workforce and the workplace are perhaps more effective. These approaches 

combine policies such as subsidies for the retention of older workers with assistance for creating 

workplaces friendly to older workers, active labour market policies to help older workers re-enter the 

labour market, and reforms of the retirement age, as was done recently in Malaysia.

Population ageing and the changing skills needs 
of Industry 4.0 necessitate adapting learning 
solutions to the needs of older workers.

Source: Amin and Zarka 2017; World Bank 2015; World Bank 2016 .

Figure 24: Labour force 
participation rate in Malaysia and 
comparators, 2014

Figure 25: Distribution of 
Malaysia’s population by age 
group, 1960 to 2060

Figure 24

Source: 
World Development 
Indicators and LFS 
2014

Figure 25

Source: 
United Nations 
World Populations 
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Preparing young people for the transition from 
school to work is a crucial part of a national human 
resource development system. 
The formal education system, of course, is a central player in human resource development. 
However, the transition from school to work is becoming less straightforward. In Malaysia, 
as in many other countries, the unemployment rate among graduates is relatively high. 
Many factors are likely behind this phenomenon, but the result is the same: young people 
struggle to gain employment experience early in their career. This makes the practical side 
of preparing young people for work more important. Doing so involves building vocational 
and other workplace skills onto the education foundation and connecting young people 
with employers.

Apprenticeship schemes can be an important way 
to address the transition from school to work, 
but success depends heavily on the extent of 
employer engagement. 
The different advantages of on-the-job and classroom training are the motivation for 
dual, or apprenticeship, systems. How dual systems combine on-the-job and classroom 
learning varies. The classic model is for trainees to alternate between the two each week 
(“alternance”) while, at the other end of the spectrum, apprentices in Norway spend two 
years in the classroom followed by two years in the workplace. At least in part because they 
combine the strengths of both approaches to learning, apprenticeships are considered to 
be a very effective approach to training new workers. Countries with strong apprenticeship 
systems like Germany, Austria, and Switzerland generally have better youth employment 
outcomes. Some studies have found positive skills and productivity effects as well (OECD 
2017). However, while many countries have attempted to replicate the Central European 
model typified by the German, Swiss, and Austrian systems, few have succeeded. The main 
stumbling blocks are employer engagement and assuring quality in both the classroom and 
workplace components. International Spotlight 11 describes training for young people in 
Australia’s Employment Services System.

 79 

Helping young people transition 
from school to work

 80 



The Human Capital Blueprint

  76

Australia’s Employment Services System 
provides funding for jobseeker training and 
career development. 
Although focused on getting people into work, when job seekers lack the 
skills and know-how to advance their own career prospects providers will 
refer them to Registered Training Organisations (RTOs), which can provide 
them with the skills and knowledge they need to move forward. 

Employability skills training is provided to 
some job seekers, particularly young people. 
Many Australian employers have indicated that improving employability 
skills is a priority for them prior to employment. The Australian government 
has appointed a panel of approved RTO training providers eligible for 
funding to provide employability skills training to young job seekers. The 
courses cover communication, teamwork, time management, problem 
solving and additional technology skills, as well as career development 
and job preparation (such as job hunting skills, interview skills and labour 
market education).

International Spotlight

Training for Young People Through 
Australia's Employment Services System

To encourage work experience, particularly for 
young people, the government offers employers 
financial incentives to take on interns in positions 
that the employer wishes to fill permanently. 
The aim is to allow young people to explore employment through a 
temporary placement and, if they are a good fit, to remain in the position as 
a permanent employee. If the placement does not work out, the experience 
at least provides valuable insight into the labour market allowing the young 
jobseeker to reorient towards a professional path suited to their aims. 
It also gives the employer flexibility and relieves the cost of potentially 
having to try more than one candidate for an extended period before 
filling the position.

INTERNATIONAL 
SPOTLIGHT 11
Source:  
Authors
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HRDF’s strong links with employers and knowledge 
of both approaches to training and employer needs 
make it a good fit for providing training solutions 
to young people. 
The effectiveness of apprenticeships depends on the strength of engagement with 
employers. Given its close links with employers and knowledge of human capital 
development, HRDF can make an important contribution in this area. Indeed, HRDF already 
runs several programmes for young people including the Industrial Training Scheme 
to sponsor students for practical training; the Future Workers Training Scheme, a pre-
employment training scheme; and the Apprenticeship Scheme, a traditional apprenticeship 
programme. While replicating the German, Swiss, or Austrian apprenticeship systems 
exactly would be difficult and undesirable given the different country contexts, HRDF can 
continue to leverage its connections with employers to ensure that training is available to 
workers at this critical juncture of the lifecycle.
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Matching workers with jobs
Labour turnover is likely to increase as a result 
of Industry 4.0 and economic changes stemming 
from ongoing regional and global integration.
In the United States, for example, the median job tenure for men between the ages of 
45 and 54 fell from 12.8 years in 1983 to 8.4 years in 2016. Many workers who lose their 
jobs, or are at risk of losing their job, need training or other employment services to update 
their skills to the ever-changing needs of the labour market. This is particularly important 
because unemployment spells often have lasting negative effects for workers (Davis 
and Von Wachter 2011). Interruptions in work have been shown to result in a loss of skills 
(Edin and Gustavsson 2008). Research on the Great Recession in the United States, for 
example, shows that the job market possibilities of workers who lost their jobs shrunk, 
likely because of degraded skills, smaller job networks, and stigma (Aaronson, Mazumder, 
and Schechter 2010).
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In Malaysia, the relevance of supporting 
retrenched workers is heightened by the 
impending introduction of the Employment 
Insurance System (EIS). 
In 2018 employers and workers will begin making contributions and in 2019 the system is 
expected to be operational. The scheme will provide benefits to eligible retrenched workers 
and will emphasise the provision of re-employment services, including training. According 
to SOCSO, the agency responsible for administering the plan, EIS will cover 6.5 million 
workers; between 137,000 and 300,000 will be eligible for benefits.

 Internationally, countries employ a variety of 
models to deliver training and employment 
services to jobseekers. 
Public agencies and the private and non-profit service delivery sectors play a variety of 
roles across countries. Some countries are effective in using the contestable market 
model discussed earlier. Australia is the leading example (see International Spotlight 2). 
Denmark is another successful example in terms of reintegrating jobless workers, using a 
decentralised model where municipalities arrange most services and are financed by the 
central government on a performance basis (see International Spotlight 10).

Job centres are key to successful 
re-employment services. 
Job centres are the gateway to services for job seekers. They make information available 
on job vacancies, provide counselling and other placement services, and offer referral 
services for training and other interventions. Job centres can be provided though public 
organisations and in most countries these are the primary agencies for serving retrenched 
workers, especially where an unemployment insurance system exists. However, in many 
countries private employment agencies are playing an increasing role, often for specialised 
segments of the workforce such as the highly skilled and workers seeking overseas 
employment. Since the public and private agencies typically serve different clients, they 
should be seen as complements rather than substitutes.

 85 
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HRDF is well-placed to offer re-employment 
solutions to retrenched workers. 
Since unemployment rates have traditionally been low in Malaysia, supporting retrenched 
workers is a relatively new aspect of human capital development. HRDF has the knowledge 
and networks that are essential for effective re-employment interventions. Indeed, HRDF 
has already begun offering these interventions to retrenched workers via the 1Malaysia 
Outplacement Centre (1MOC). HRDF can build on 1MOC to expand the employment 
services that are available to retrenched workers in Malaysia. The national public 
employment agency JobsMalaysia offers some services for retrenched workers online and 
via 10 employment centres. For a country of Malaysia’s size and its level of development, 
however, the reach of these public employment centres is limited. Particularly with the 
introduction of EIS, which is intended to have a strong activation orientation, the country’s 
jobseekers will need better access to employment services. HRDF can contribute to this 
demand through 1MOC, which combines a job portal with job placement services and 
training. 

 1MOC should aim to provide high-quality 
“core” and “extended” employment services to 
retrenched workers. 
“Core” services include information on vacancies and job seekers, basic job search 
assistance, and job placement services (Mazza 2017). The growing IT capacity of HRDF 
will serve 1MOC well in the compilation and dissemination of information on retrenched 
workers and vacancies. While IT can drive these core services, 1MOC should also have 
a physical presence since face-to-face interactions will remain important for some core 
activities and for ensuring quality services are provided. The experience of Korea has 
shown that low staff-to-client ratios can compromise service and affect re-employment 
rates. An additional challenge for 1MOC will be to provide “extended” services that include 
managing and directing clients into retraining, deepening and specializing services for 
employers, and linking Active Labour Market Programs (ALMPs) with the EIS. Public-private 
partnerships should be explored to generate resources and to encourage innovation, 
quality, and relevance. The Sectorial Training Committees could play an important role in 
these partnerships.
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An important function of employment services 
like 1MOC is to identify the types of support 
jobseekers need. 
Training programmes can help retrenched workers find new jobs, particularly when their 
existing skills are no longer in demand. For those with employable skills, access to 
information on vacancies and perhaps some job placement services suffice. However, 
for others re-skilling or up-skilling may be required. Impact evaluations of training for the 
unemployed find that these programmes can have a positive effect on re-employment 
(Card, Kluve, and Weber 2015). Many studies have shown that the closer the training 
provided is to the real needs of the labour market, the more positive the impact will be. 
This implies that the close involvement of employers in training programmes, one of HRDF’s 
core strengths, is beneficial. Courses that combine on-the-job training with classroom 
training are generally more effective for unemployed workers than classroom training 
alone (Kluve 2016). Linking training with formal qualification systems also tends to be 
a positive factor, especially where employers are actively involved in determining the 
qualification framework. 

A number of countries have schemes to encourage 
employers to train jobseekers. 
This can involve wage subsidies, reduced social security payments, or training vouchers to 
reduce the labour costs incurred by employers that train unemployed workers (International 
Spotlight 12). It is common that employers have to hire the trainee in order to receive the 
financial incentive, though this is not always the case as in France and Belgium.
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INTERNATIONAL SPOTLIGHT 12
Source:  
OECD 2017b.

International Spotlight

Incentives for Employers to Train 
Jobless Workers  

Example Programme Features

Work and Income Support 

in New Zealand

• Subsidy for trainee wages and training costs for up to a year.
• Employer must offer permanent job and not have dismissed another 

worker to create opening.

Individual Job Training in 

Flanders, Belgium

• Wages and social security covered by Public Employment Service for 
training period of 1-6 months. 

• Employer normally must offer permanent job.

Plan Formation-Insertion 

in Wallonia, Belgium

• Subsidy for trainee wages and training costs for training period of 
4-52 weeks. 

• Employer must hire trainee for period at least as long as training and 
show hiring is incremental.

Brug-WW in the 

Netherlands

• Costs of training paid for on condition trainee is hired.

Action de Formation 

Préalable au Recrutement 

in France

• Costs of training and trainees’ wages covered for up to 400 hours of 
training on condition that trainee is hired for minimum of 6 months.

Japan
• Employers receive subsidies for training job-losers or workers 

transferred from another company.

Poland

• Training agreement signed between public employment service, 
training provider, and employer cover costs of training. 

• Employer is committed to employing trainee for at least 6 months 
after training.
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Korea’s Employment Success Package (ESP) was 
established during the global financial crisis and 
is targeted at low-income workers, youth, and un-
employed middle-age and older workers.  
Funded out of general revenue, it is intended as a jobs programme for 
those not claiming unemployment benefits. ESP is now available for some 
Basic Livelihood beneficiaries, as well as unemployed youth, low-income 
middle-age workers, and workers displaced by the U.S.-South Korea Free 
Trade Agreement, and not drawing EI benefits (OECD 2013). ESP follows 
an intensive, case-based approach through three stages: 1) counselling/
motivation/action plan development (approximately 1 month); 2) skills 
development, including training, internships, or self-employment assistance 
(maximum of 8 months); and 3) job placement (maximum of 3 months). A 
2009 evaluation found that 76 percent of beneficiaries with an individual 
action plan found work (OECD 2013). The employment rate for ESP 
participants is between 50 and 60 percent (Yang 2015).

INTERNATIONAL SPOTLIGHT 13
Source:  
Betcherman and Moroz 2017

However, most training schemes for the 
unemployed are targeted to the worker. 
For retrenched workers receiving training through Malaysia’s EIS, funding will be provided 
through training allowances paid by the fund. Access to training is also important for 
retrenched workers who are not eligible for employment insurance. These workers are 
more likely to be disadvantaged, from poorer households, and with fewer skills. There 
are various financial instruments that can be used, which are discussed in the following 
section on learner-centred training solutions. Korea’s Employment Success Package 
Program is an interesting example of how unemployed workers outside of an employment 
insurance system can benefit from training and employment programmes (International 
Spotlight 13).
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Korea’s Employment Success 
Package Program
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The labour market disruptions associated with 
economic integration and Industry 4.0, along with 
demographics trends such as population aging, 
suggest that interventions for at-risk workers are 
necessary as well. 
Another intervention to consider is training for workers who are still employed but are at 
risk of losing their job because of the sector they work in or because their skills are at 
risk of becoming obsolescent. France provides a good example. In addition to employee-
initiated programmes like the individual learning accounts that are discussed in the next 
section, training is available to workers 45 years of age and older or with at least 20 years 
of experience who do not have a promising future in their current situation.

Recognising learning done 
throughout the lifecycle
A strong qualifications recognition framework can 
help ensure that different types of learning done 
at different stages of the lifecycle are recognised 
and rewarded in the labour market. 
Occupational standards are standards of performance that individuals in a particular 
occupation are expected to have. These standards typically include the skills and knowledge 
associated with good performance. A best practice is for social partners, occupational 
associations, and the education and training sector to define the content of the standards 
and then to be involved in assessment and certification that standards have been met. 
Formal training is the traditional pathway to assessment and certification: training 
standards are developed alongside occupational standards so that the content of learning 
programmes reflects the skills and knowledge necessary in an occupation. However, 
systems for recognising skills and competencies acquired in non-formal and informal 
settings, such as on-the-job training and past work experience (see Figure 22), have 
also been developed. Such recognition has multiple benefits, including facilitating further 
formal learning, reducing the costs of job matching for employers and workers, and helping 
displaced workers find new jobs in new occupations by leveraging skills acquired in previous 
jobs (OECD 2010).
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Several existing initiatives for qualification 
recognition can be built upon. 
The Eleventh Malaysia Plan and the Ministry of Higher Education’s Malaysia Education 
Blueprint 2015-2025 (Higher Education) both acknowledge the importance of recognising 
prior learning and experience, and there are several existing initiatives to do so. HRDF 
has experience with qualifications recognition, having instituted the Recognition of 
Prior Experiential Learning Scheme (RPEL) in 2009. RPEL allows employers to claim levy 
reimbursement for obtaining recognition of their employees’ skills and experience from the 
Department of Skills Development (DSD). DSD also runs the Recognition of Prior Learning 
scheme (RPL), which recognises skills and experience for certification. The Malaysian 
Qualifications Agency has introduced the Accreditation of Prior Experiential Learning 
scheme (APEL) to recognise competencies acquired regardless of the setting for credit in 
institutions of higher learning. International experience shows that recognition processes 
can be improved by publicising information about recognition, simplifying the processes for 
recognition, and making sure that the assessment process consistently provides the skills 
and competencies promised (OECD 2010).

The growing diversity of training delivery methods 
will increase the importance of qualification 
standards and learning recognition systems. 
To effectively support lifelong learning, training delivery methods will need to be diversified 
in order to meet the different needs that people have at different stages of the lifecycle. 
This includes digital course delivery, blended in-person and e-learning, and self-teaching 
(Box 3). Such methods can enhance the training already being delivered by employers, but 
can also give flexibility to individuals to allow them to learn on their own. The diversity of 
methods to deliver human capital investments will require learning to be quality-assured 
and transferable. This means that qualification standards and learning recognition systems 
will become more important than ever.
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Delivering training using 
e-learning approaches

A range of e-learning training delivery methods  
holds significant promise to meets the changing 
needs of both learners and employers.

Technologically informed training delivery 
has significant benefits for both learners 
and employers. 

Innovations in training delivery systems, as well as reductions in the cost of these 
systems, have led to learning alternatives that are flexible for learners and cost-
effective for employers. These alternatives are opening up new possibilities for 
training that is better suited to the needs of learners, more engaging, and more 
impactful, though traditional instructor-led training is likely to remain an important 
component of training even as e-learning gains prominence.

Overall, e-learning delivery methods permit flexibility, customisability, and real-time 
assessment, and offers the possibility of cheaper and accelerated training, even if 
these training modes generally involve higher upfront costs. Online training allows 
employers to offer customized training across locations, resulting in savings on 
travel costs and the cost of trainers. Trainings can be offered via mobile devises, 
which increases flexibility further. Online training also offers flexibility to individuals 
inside and outside of the workplace who can pursue self-teaching that is highly 
personalized. Massive Open Online Courses (MOOCs), for example, have proliferated 
and offer opportunities to learn a wide range of technical and non-technical subjects 
at relatively low cost. 

BOX  3
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Simulations-based training can allow employers to create artificial training 
environments that would be impractical or too expensive to create in the real 
world. Such training can be used to improve technical skills and knowledge of new 
technology. Augmented reality overlays digital information onto the physical world. 
This allows training to be embedded into the actual work environment, creating 
opportunities for real-time feedback and instruction on complex systems. Virtual 
reality involves training in an environment that is entirely artificial, and has been used 
to train doctors in surgical techniques and plumbers working on homes. Gaming is also 
being applied in workplace training because it facilitates interactive learning, exposes 
trainees to a multitude of different circumstances, and allows for decision-making 
without real-world consequences. For instance, the consultancy Deloitte uses games 
including missions, badges, and leaderboards in its Deloitte Leadership Academy 
training program.

The adoption of e-learning delivery methods requires more than investment in 
the instruction technology itself. Enablers of success include the development 
of meaningful content, the solicitation of feedback, follow-up, and manager and 
organisational backing.  While the take-up of HRDF-brokered e-learning grant schemes  
has thus far been limited ¹³, HRDF can help educate employers about the benefits of 
e-learning and identify situations where e-learning strategies would be effective. HRDF 

The reduction in the cost of more advanced 
technologies like simulations-based training, 
augmented reality, and virtual reality offer the 
possibility of a more engaging and more effective 
training experience.

These new training delivery methods are likely 
to become an even more important part of 
Malaysia’s training environment in the future, 
though they are unlikely to succeed on their own. 
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Strategic Area 3:

Deploying learner-centred human 
capital development solutions

Lifelong learning solutions work best when they 
are adapted to individual learners. 
The disruption and fragmentation associated with Industry 4.0 mean that human resource 
development systems centred on large, stable organisations are relevant to a diminishing 
share of the labour force. Individuals in microenterprises, the self-employed, and those 
who want to retool their skills often lack options for training, particularly if their needs do 
not overlap with those of employers. These trends suggest that individuals will need to 
take greater charge of their own human resource development and will need access to 
instruments to support them in meeting their needs.

HRDF can adapt to these changes by exploring 
learner-centred approaches to training. 
As the need grows for training throughout the lifecycle, HRDF can build on its knowledge of 
the training market and learn from international best practices to offer training solutions 
tailored to the needs of individual workers navigating the changing economic landscape. 
Learner-centred human capital development solutions are a promising new area for HRDF.

 95 
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Source:  Keebler et al. 2017; Marlow et al. 2017; Meister 2013; Noe, Clarke, and Klein 2014; UNESCO ILL 2017; WEF 2017.

13
   HRDF currently supports e-learning through Computer-Based Training (CBT), which allows levy reimbursement for the purchase or 

development of training software; the Information and Technology and Computer-Aided Training Scheme (IT), which allows levy reimbursement 
for the purchase of computers for training purposes; and the mobile e-learning and e-learning components of Skim Bantuan Latihan (SBL), 
which allow levy reimbursement for mobile and online learning.

can build on the success of the Ministry of Higher Education (MOHE), which included 
globalised online learning as one of the paradigm shifts highlighted in the Malaysia 
Education Blueprint 2015-2015 (Higher Education). MOHE has made progress in 
promoting globalized online learning through MOOCs, incorporating online learning into 
university courses, and developing IT software and hardware for e-learning.
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Costs and equity need to be addressed in 
supporting learner-centred lifelong learning. 
First, Malaysia, like all countries, must address the economic barriers that individuals face 
in pursuing lifelong learning. One barrier is cost which includes 1) direct costs, comprising 
course fees, materials, and transportation; 2) opportunity costs, which include foregone 
earnings and family and household responsibilities; and 3) risk, which is the uncertainty 
about returns from investments in learning (OECD 2004). Since there are potentially 
significant returns to the individual, and to the employer in the case where learning will 
result in higher on-the-job performance, HRDF would not need to assume full costs of 
learner-centred interventions. The general principle of lifelong learning is co-financing. 
Second, without any intervention, lifelong learning can widen disparities in the adult 
population raising concerns about equity. This is because the more advantaged (that is, the 
more educated and those with higher earnings) have greater access and more resources to 
pursue investments in their own human capital. 

Several different types of instrument can be used 
to support individual learners.
Different approaches can be taken to support individuals in lifelong learning by addressing 
cost and equity considerations. Some of these involve tax incentives through deductions 
and credits. These may be relevant for consideration by national policymakers, but not by 
HRDF. Individual learning accounts are savings accounts that are set aside for education 
or training, and can feature favourable tax treatment or matching contributions for 
participants at lower incomes. Loans can also be used, including income-contingent loans 
where repayment is based on future earnings. Finally, grants, subsidies, and vouchers 
can provide direct transfers to learners. Table 9 summarises the instruments available to 
support individuals in lifelong learning.
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Table 9:   

Instruments for supporting lifelong learning

 97 

 

Instrument Detail 
Relevance 

Equity implications Direct 
costs 

Opportunity 
costs 

Risk 

X X  

X X  

 X   

X X  

  X  

 
 X X 

 

Negative unless 
subsidised for 
disadvantaged

With or without tax 
incentives

With or without 
reduced interest rates

Tax deductions or 
credits

Repayment based on 
post-training earnings

Neutral unless 
subsidised for 
disadvantaged

Positive, assuming 
targeting

Negative

Neutral

Positive

Individual learning 
accounts

Learner subsidies 
or vouchers

Training allowances 
or grants

Income-contingent 
loans

Learner loans

Tax incentives

Table 9
Source:  
Authors based on 
OECD (2004)
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Subsidies and vouchers have the most positive 
equity effects. 
Tax, savings, and most lending instruments tend to benefit higher-income workers most 
and are not too effective in terms of helping the groups with the least access to training. 
On the other hand, vouchers and subsidies can be directly targeted so they are more likely 
to affect the choices of intended recipients. Since these recipients may be unlikely to 
undertake training without the subsidy, the risk of providing resources to those who would 
undertake training anyway is low. 

A wide range of groups have been the recipients 
of targeted training subsidies. 
Virtually all developed countries and many developing ones have provided training 
subsidies to individuals in groups underrepresented in workplace training. Examples 
include older workers (eg, Canada); low-income and low-skill workers (many countries); 
disabled workers (many countries); aboriginals (Australia); and single parents (Norway). 
In some cases, subsidies may be widely available but with amounts higher for targeted 

groups (eg, Finland).¹⁴

Several countries with training funds have 
initiatives that support individuals directly. 
These instruments often complement the traditional employer cost reimbursements or 
grants of the type used by HRDF (International Spotlight 14).

 100 
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No country with a training fund has operationalised 
learning-centred approaches to lifelong learning like 
Singapore. The Skills Development Fund (SDF) is seen as critical to 
the country’s economic development and structural transformation to a 
high-skilled, high-income economy. SDF’s mission has been to upgrade the 
human capital level of the workforce more than to provide industry with 
specific skills. Recent reforms in 2015 have reinforced this approach. 

International Spotlight

Supporting Learner-Centred 
Human Capital Development  

14
   For more examples, see OECD (2017b).
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SDF’s funds support SkillsFutureSingapore, the 
agency responsible for leading and coordinating 
Singapore’s skills strategy.  
Its vision is “a nation of lifelong learners: a society that values skills mastery.” 
Training courses are accredited under the Workforce Skills Qualification system 
(WSQ) which is the national credentials system. The philosophy behind the WSQ 
is the holistic development of the workforce through investment in technical 
and generic (soft) skills to support the transformation of industry, to increase 
productivity and innovation, and to encourage lifelong learning. Individuals can 
access programmes and services through self-sponsorship or through grants 
awarded either directly to them or through their employers.

The menu of programmes available to individuals is 
extensive, and includes not only training, but also 
MySkillsFuture, an on-line portal for career planning 
and information on job vacancies.  
Individuals can access accredited training leading to WSQ credentials terms of 
training, plus other programmes relevant to different stages of the working life 
(eg, labour force entry, joblessness, etc.). One particularly noteworthy initiative is 
the SkillsFutureCredit through which all Singaporeans 25 years of age and older 
receive an opening credit of SGD500 to be used for accredited skills courses. 
The credit will be topped up periodically.

In France, unless employers obtain a levy exemption 
based on training they are carrying out, their levy goes 
to a pooled fund administered by the joint employer- 
union training organisation (OPCA) for their sector.  
These funds are then used as grants to either employers or employees to support 
training. Grants for individuals can be used for various types of training including 
programmes for new entrants and for experienced workers at risk of job loss. 
An innovative programme is France’s individual training accounts. These allow 
employees to accumulate time for each year of service which can be used to 
undertake training on paid leave. Unskilled workers accumulate time at double the 
standard rate. Direct costs of training are usually paid for by the sectoral training 
fund or the firm.

In South Africa, 20 percent of the levy paid by 
employers is transferred to the National Skills Fund. 
These funds are allocated to workers not covered by the sectoral training funds. 
Workers have access to programmes that are priorities of the National Skills 
Development Strategy (NSDS). Examples of priorities under the current NSDS are 
skills development for economic growth, rural development, the green economy, 
education and health, justice, and artisan development.
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Some barriers to training are non-financial 
and supporting learners may require other 
interventions. 
Barriers to training are not only financial. Some individuals may not have the information to 
make good decisions on training. For this reason, information and guidance, often provided 
by a public employment agency, can be a cost-effective intervention. Singapore’s 
MySkillsFuture is a good example of such a service. For some workers, time can be a binding 
constraint, especially if training takes place outside normal working hours. This may be 
a particular barrier for workers, often women, who have time-consuming duties in the 
household as well as on the job. An interesting intervention that is meant to ease time-
related constraints is France’s Individual Training Account that enables individuals to save 
up time, rather than money, to devote to training.

Learner-centred human capital development 
solutions are a promising new area for HRDF. 
HRDF’s current model does not focus on learner-centred training. With the exception of 
the small entrepreneurial support programmes SPICE and EMPhatIC, training supported by 
HRDF programmes is initiated by employers and employer associations or sector councils 
who determine the content of training and select trainees. However, as the need grows for 
training throughout the lifecycle HRDF can build on its knowledge of the training market and 
learn from international best practices to offer training solutions to meet the needs of the 
changing economic landscape.
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In Denmark, employees are empowered to 
make training decisions.  
Collective agreements between employers and labour unions set aside 
two weeks a year for employees who wish to pursue training. Employees 
then receive a subsidy from the government during this period to replace 
lost wages if the employer does not pay the employee while on training. If 
the employer continues to pay the employee, then the employer receives 
the subsidy instead. The courses that qualify are laid out in the collective 
agreement. While these tend to be relevant to the sector of employment, 
there is no requirement that the employee pursue training directly 
applicable to their current job. In this way, the system supports up-skilling 
and training for career advancement. 

INTERNATIONAL SPOTLIGHT 12
Source:  
OECD 2017b.
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The resources 
needed to succeed

To strengthen its mission to be the human resource 
development authority in Malaysia, HRDF must have 
the appropriate financial, human, and IT resources. 
Many of the strategic initiatives will require additional resources whether to increase their 
scale and impact, to initiate new activities, or to transform existing functions. Orienting 
HRDF as a hub for human resource development knowledge will require different types 
of human resources and IT capabilities. HRDF has already been exploring new strategic 
directions in these areas.
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Financial Resources
First, HRDF needs to allocate more resources to 
meet strategic objectives. 
This can be done by adjusting how the employer fund is disbursed and/or the share of levies 
allocated to the consolidated fund. HRDF may consider changing how funds in employer 
accounts are directed back to employers. HRDF could consider moving from the present 
cost-reimbursement model to a levy-grant model. This is how many countries, including 
Singapore and France, use all or some of the levies collected. In a levy-grant system, firms 
receive grants when the training they are planning meets the skills plan, either nationally 
or at the sector level. Table 10 presents the advantages and disadvantages of the cost-
reimbursement and levy-grant approaches to disbursing funds from employer accounts. 
A levy-grant disbursement model does not rule out the possibility of retaining some of 
the employer’s levy for the traditional cost-reimbursement purposes. The other option 
for increasing revenues for strategically oriented training is to increase the allocation to 
the pooled fund from the current 30 percent. An increase to the pooled fund would be 
controversial from the perspective of employers who expect that their contributions will 
be used for their own training activities. A similar criticism could be expected in the levy-
grant scenario, though employers would still have access to their contributions, albeit on 
a different basis. Reforms to increase the pooled account and to introduce a levy-grant 
reimbursement scheme are not mutually exclusive.
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Second, HRDF could consider increasing the levy rate.  
Under the PSMB Act (Article 14), the Minister of the Ministry of Human Resources has the 
right to increase or decrease the rate levied on employers. Currently, HRDF’s levy rate is 
in line with levy rates seen around the world (International Spotlight 15). Increasing the 
rate would put Malaysia in the minority of countries globally that have a rate greater than 
1 percent. There are other potential concerns about an increase. It would have negative 
consequences in terms of compliance along with the possibility of small disemployment 
effects. 15   Malaysia already has relatively high non-wage labour costs and an additional 
new tax, albeit modest, is imminent with the introduction of employment insurance. 
Moreover, HRDF levy collections have been adequate to fund reimbursable training as 
evidenced by the historic usage-to-collection ratio of below one. Any increase in the levy 
rate would need to depend on strong evidence that it would lead to an increase in human 
capital development activities with a positive social return.

15  The actual effect can be difficult to predict and depends on different factors including the elasticity of labour 

demand and labour supply. However, estimates in developing and emerging countries suggest that a 1 percent 

increase in total labour costs would decrease employment by 0.2 - 0.4 percent. (World Bank 2008)
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Table 10:   

Advantages and disadvantages of cost-reimbursement and levy-grant approaches

Table 10

Source:  
Authors based on 
Johanson 2009

Cost-reimbursement • Supports employer training 
decisions

• Can lead to stronger company 
training infrastructure

• Employers tend to support since 
their levies are earmarked for their 
use

• Is not aligned to broader sectoral, 
local, or national needs or strategies

• Can impose high administrative 
costs about approval or 
programmes and costs to be 
reimbursed

• Tends to favour routine training 
instead of new programs

• Can delay training within enterprises 
when approval process slow

Levy-grant • Promotes the allocation of 
resources to priority training 
programs

• Supports industry-wide and national 
training initiatives

• Changes priorities flexibly 
in accordance with changed 
circumstances

• Requires effective leadership 
from sectoral or national training 
authorities

• Excludes many enterprises paying 
the levy from funding so risks 
lacking employer support

Approach Advantages Disadvantages
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Differences exist in how the base for assess-
ing the levy is calculated. There may not be 
a unified rate across firm sizes and sectors. 
The revenues collected can have different 
uses. With these caveats, a 1 percent levy 
rate is the most common. Overall, two-thirds 
of schemes have rates that are 1 percent or 
lower (Figure 26). This means that HRDF’s 
rate structure is consistent with international 
practice.

International Spotlight  
Levy Rates Throughout the World

INTERNATIONAL SPOTLIGHT 15
Source:  
Johanson 2009

Figure 26:  

Distribution of levy schemes 
by levy rate

Levy is <1%

Levy is 1%

Levy is 1-2%

Levy is >=2%

Comparing levy rates across 
countries is not straightforward. 
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Third, HRDF may explore monetising its services.
HRDF has not charged for the services it provides in delivering its programmes. There are 
two possibilities it could consider to monetise its services: charging a small management 
fee from employers; and charging for some of its services with activities of the NHRC and 
other informational activities being the most likely candidates.

HRDF could consider allocating a small portion 
of levies collected to the management and 
administration of training services. 
Historically, HRDF has not claimed any portion of the levy income and has fully internalised 
these costs. However, some training funds in other countries use a small percentage of 
collected revenues for managing and administering training programmes and other services. 
For example, in France up to 10 percent of the levy collected by each sectoral fund (OPCA) 
can be used for administrative purposes. In South Africa, 10 percent of levies transferred 
to the sectoral funds (SETAs) are used for administration and management.

NHRC is a potential vehicle for HRDF to build 
a revenue-generating service in providing HR 
knowledge, information, and advice. 
Knowledge, information, and advice about human resources and human resource 
development will become increasingly important given the changes in Malaysia’s economic 
environment. However, there is a gap both in research and analysis and in disseminating 
the resulting knowledge to industry. Some Industrial Skills Councils assess labour needs 
in their industries. There are some initiatives in the Department of Skills Development. 
The Malaysian Institute of Human Resource Management (MIHRM) carries out some 
professional development activities and offers some support for the HR community. 
However, there are clear opportunities for an organisation like NHRC to play a leading role 
in providing various information services related to human resource development. NHRC’s 
Level 3 intensive consultation services would be most amenable to monetisation. While 
this would require changes and improvements in its own human resources, NHRC has 
developed a road map for the next five years that addresses these challenges.
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Fourth, the Government is a potential source of 
financing for HRDF activities. 
Overall, government contributions in 2016 were RM54 million (equivalent to 8 percent 
of employer levy receipts). These contributions come through funds set up to support 
specific programmes. In 2016, 15 funds received contributions, with the largest being 
the Apprenticeship Fund (RM18 million). The rationale for government grants to HRDF is 
to support training programmes that contribute to national human resource development 
goals. Three trends are favourable in terms of strengthening HRDF as a destination for 
contributions. First, HRDF’s expanded coverage makes the organisation’s employer base 
more representative of industry and the workforce. Second, the ongoing shift to more 
strategically relevant activities strengthens HRDF’s connection to public policy goals. The 
potential of developing programmes for individuals should reinforce the attractiveness 
of HRDF to carry out human resource development activities that are in the national 
interest. Third, the introduction of employment insurance means that additional emphasis 
will be placed on training and placement services to reintegrate unemployed workers, 
which should create an opportunity for HRDF, given its experience in these areas and its 
connection to employers.

Human Resources
As HRDF extends and alters its activities in order 
to become Malaysia’s human capital development 
authority, the organisation’s human resources 
need to transition as well. 
Human resources functions look different in a knowledge-based organisation than in a 
processing organisation, which roughly characterised HRDF for much of its first quarter 
century. While these traditional functions will not be eliminated, IT systems play an 
increasing role, reducing the need for personnel who carry out routine administrative 
and clerical functions. At the same time, a premium must be placed on different sets of 
human capital skills. These include, for example, data generation and analysis capabilities; 
marketing; product development; and outreach and client relations. Industry 4.0 trends are 
affecting HRDF, just as they are changing its environment.
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HRDF is in the process of transforming its human 
resource strategies to meet these needs. 
HRDF has adopted a blueprint for human resources transformation. The blueprint is 
designed to align the human capital ecosystem with HRDF’s emerging business practices. 
The blueprint includes a diagnostic that highlights areas where further progress is needed 
to align practice with the organisation’s needs. The human capital blueprint envisages a 
three-stage process whereby HRDF ensures its fundamental processes and systems are 
in place (stage 1); human resources strengthens it capacity to advise and be a partner 
to HRDF’s internal business units (stage 2); and HRDF positions itself to collaborate with 
external partners (stage 3). In order to meet these objectives, the blueprint proposes 
a series of actions in organisational design and manpower planning; recruitment and 
selection; performance management and talent management; training and development; 
compensation and benefits; and the internal organisation and operation of the human 
capital (resource) unit.

The proposals put forward in the human capital 
blueprint are aligned with the organisational 
transformation that HRDF must undertake.
Improvement in recruitment, compensation, training, and outsourcing are underway. These 
changes are essential for HRDF to have the workforce necessary to build on its strengths 
and move forward strategically in the uncertain economic environment of Industry 4.0.

HRDF’s information technology will also need to 
evolve to help the organisation build on its current 
strengths and move forward strategically. 
HRDF manages interactions with a multitude of stakeholders. Interactions with employers, 
training providers, trainers, and other government agencies take place on a daily basis. 
Most of these interactions require systems to be in place to handle requests, process 
transactions, and respond to inquiries. HRDF also manages a vast amount of information. 
Every year, thousands of new employers are registered, hundreds of thousands of levy 
payments and training claims are processed, and data on nearly a million trainees is 
collected. It is essential that HRDF align its IT systems with its business strategies. This 
alignment will ensure that interactions with stakeholders are efficient, user-friendly, and 
constructive and that information gathered and stored is secure but also accessible for 
monitoring and evaluation. At the same time, the IT system must be flexible so that it can 
handle changes in scope, expansions in coverage, changes in strategy, and an increased 
emphasis on learner-centred training delivery.
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Improvements in HRDF’s IT systems can help solve 
some of HRDF’s current weaknesses. 
Investments in IT can help improve compliance. Processes for registration, levy payment, 
and levy claims should be user-friendly with systems adapted to user needs, for example 
through the use of mobile applications. Claims that are now processed manually by claims 
officers could be processed automatically using algorithms overseen by grants officers. 
Both of these approaches could cut down on processing time, increasing the likelihood 
of compliance and also freeing up HRDF resources for other tasks. Linking HRDF data 
with third-party systems such as the Employees Provident Fund and the Companies 
Commission of Malaysia through an API could improve enforcement by helping HRDF target 
non-compliant employers. Finally, integrated internal IT systems will be important to ensure 
efficient communication as HRDF seeks to decentralise its functions.

Improvements in IT will also be critical to adapt 
HRDF’s training and human capital development 
solutions to the needs of Industry 4.0. 
Improving HRDF’s IT systems will be an important part of making the organisation into a 
human capital development hub. HRDF currently manages a large and valuable collection 
of data on employer and training provider characteristics, training patterns, and training 
content. However, this data is currently difficult to query, difficult to combine, and difficult 
to merge with external data. In many cases, data on pre-training characteristics and post-
training outcomes are not collected, which limits how well HRDF can monitor and evaluate 
the training programmes it brokers. Investments in IT could allow for user-friendly analysis of 
HRDF’s internal data, which would improve monitoring and evaluation. User-friendly systems 
would need to be developed for employers to access the enhanced information on training 
providers that a more ambitious Star Rating System would provide. Additionally, making 
HRDF systems “speak” with external sources would allow big data analytics approaches to 
be applied to provide more granular and more timely insight into training needs. 

Updating HRDF’s IT systems will require 
significant investment. 
HRDF has been developing a strategic IT plan that contemplates the changes discussed 
above. The strategy proposes reforms that seek to align HRDF’s IT systems with its 
business strategies. It foresees a system that is flexible and agile, that enhances the 
productivity of HRDF employees, that is secure and reliable, and that incorporates big 
data and analytics capabilities. Developing such a system will require significant financial 
investment, as well as investment in the human resources to develop, manage, and utilise 
the new capabilities of the system. Such investments are an important ingredient of 
HRDF’s plan to become Malaysia’s human capital development authority.
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Evaluating progress on 
the path to success

Procedures for monitoring and evaluating 
progress on the priorities established in the 
Blueprint are critical. 
While there should be flexibility to make adjustments as new obstacles emerge and 
the environment changes, establishing clear benchmarks and evaluating progress 
against these benchmarks will be essential to success. Interim objectives should be 
set periodically, likely annually, and reviewed. Clear responsibility should be assigned for 
monitoring and evaluating progress with a regular schedule for reporting progress on 
interim objectives to the Board of Directors and senior management who are responsible 
for the achieving the objectives of the blueprint.

Several key questions should be asked in the 
context of monitoring and evaluating the status of 
the Blueprint implementation¹⁶:
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16
This is adapted from McNamara, “Basics of monitoring, evaluating and deviating from the Strategic Plan” 

available at http://managementhelp.org/strategicplanning/implementing-plan.htm

1. Are goals and objectives being achieved? If they are, then acknowledge, reward and 
communicate the progress. If not, consider the following questions.

2. What goals are not being achieved in the expected timelines?

3. Should the timelines be changed?

4. Does the organisation have adequate resources to achieve its goals?

5. Should priorities be changed to put more focus on achieving the goals?

6. Are the goals and objectives still appropriate or should they be altered?

7. What can be learned from the monitoring and evaluation in order to improve future 
planning activities and also to improve future monitoring and evaluation efforts?
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The key measure of success for HRDF relates 
to Malaysia’s progress in achieving the national 
targets for a skilled workforce.  
The target set in the Eleventh Malaysia Plan is to have skilled workers represent 35 percent 
of the workforce by 2020. This Blueprint for HRDF’s future is the plan for HRDF to reach this 
national goal. For HRDF, successfully putting the blueprint into action would mean achieving 
two interconnected goals. First, HRDF would become increasingly effective in supporting 
employers in providing training for their employees. Second, HRDF would extend its activities 
to fill strategically important gaps in the country’s human resource development system. 
The Blueprint has laid out several strategies for achieving each of these goals. Figure 27 
describes key performance indicators that can be measured and evaluated to monitor 
progress toward the goals. 
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Figure 27:  

Key performance indicators for evaluating progress on the Blueprint

Figure 27 
Source: 
Authors

Skilled workforce prepared to drive economic development, social advancement, and innovation

Strengthen support for employer-provided training Fill strategically important gaps in human resource development

Expand coverage 
strategically

Improve
compliance

Develop 
contestable 

training markets

• % of skilled 
workers under 
HRDF

• Growth in 
registered 
employers

• Growth in levy 
collection

• % of skilled 
workers under 
HRDF

• Growth in 
registered 
employers

• Growth in levy 
collection

• Implement 
performance-
based 
contracting

• Number of 
training providers 
assessed in Star 
Rating system

• Implement big 
data analytics 
and real-time LMI

• Number of 
training providers 
assessed in Star 
Rating system

• HR capability 
building for SMEs

• Number of new 
NHRC subscribers

• Implement STC 
initiatives

• Introduction of 
learner-centred 
instruments

 Intelligent 
human capital 
development 

solutions

Lifelong human 
capital development 

solutions

Learner-centred 
human capital 
development 

solutions

• Number of 
apprentices 
trained

•  Number of 
trainings for 
retrenched 
workers

• Number of jobs 
and resumes on 
1MOC job portal

• Number of RPEL 
participants

• More decision 
making in branch 
offices
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In addition to the national target, there are other 
more general indicators of national success that 
flow directly from the objectives established in 
this Blueprint.

These include:

 
 • An increasing incidence of employer-sponsored training  
  and a greater share of the workforce receiving training;

 • Growing impact of employer-sponsored training on   
  productivity and wages and increasing cost-
  effectiveness;

 • Reduced incidence of skill shortages;

 • High re-employment rates for retrenched workers,   
  including those in B40 households;

 • High employment rates in skilled occupations for   
  new graduates;

 • Expanding apprenticeships and positive employment  
  rates for those completing apprenticeship programmes;

 • Increasing rates of participation in adult education and  
  training; and

 • Relevant and accessible information on skill and   
  employment trends; on training and adult education   
  providers; and on economic impacts of training and 
  adult education.
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In its envisioned role 
as the knowledge hub  
of human resource 
development in Malaysia, 
HRDF can be a major 
generator and 
disseminator of 
information on these 
indicators.
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Consultations with CEO and Members of the 
Board of Directors
The World Bank team had many discussions with 
HRDF management and members of the Board 
of Directors. These include an initial and interim 
discussion with the Chief Executive and with the 
Chairman of the Board of Directors.

Consultations with technical/steering 
committee, HRDF staff, and stakeholders
Consultations with the technical and steering 
committees occurred at the launch of the HRDF 
project, at the inception note stage, and at the 
interim report stage. These consultations have 
provided crucial feedback from stakeholders 
that informed the development of the Blueprint. 
The World Bank team has also engaged stake-
holders outside of HRDF such as Malaysia Digital 
Economy Corporation (MDEC) and the ASEAN 
Data Analytics eXchange (ADAX) to provide an 
external view of HRDF. Finally, the World Bank 
team has also engaged with internal HRDF staff 
continuously throughout the development of the 
Blueprint for data, background materials, clarifica-
tions, and other assistance.

e-Consultations
At the World Bank’s request, HRDF reached out 
to senior stakeholders to provide input for the 
formulation of the Blueprint. Responses were 

solicited to three questions that were deliberately 
broad in nature to give scope in terms of what 
stakeholders think is important to communicate 
regarding the impact, priorities, and strengths of 
HRDF. Reponses were received from many stake-
holders representing the perspectives of HRDF 
management, HRDF’s Board of Directors, STCs, 
and government (EPU). The questions were:

1) What do you think HRDF’s contribution have 
been on human resource development in Malay-
sia? (eg, in terms of contributing to a training 
culture, increasing the quality and quantity of 
workplace training, improving the quality and 
productivity of the workforce, etc.).   
 
2) Over the next 5-8 years, what do you think 
HRDF’s priorities should be in contributing to 
Malaysia’s development goals? (eg, deepen 
capacity to support workplace training of 
levy-payers, extend coverage, centre of informa-
tion and  knowledge on HR development, train 
unemployed and other targeted workers, etc.)

3) What do you see as the strengths of HRDF 
that position it to achieve the priorities you have 
listed in question 2? (eg, its mandate/mission, 
ability to raise funds and finance training, links 
with industry, links with trainers, organisational 
knowledge and skills about HR development, etc.).

Appendix 1: Inputs to the Blueprint
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Analysis of HRDF documents and data
The World Bank team undertook analysis of HRDF 
administrative data to inform conclusions about 
HRDF’s effectiveness. Data has been received 
from HRDF in several areas: employers, training 
providers, trainees, grants and claim applications 
and approvals, levies, apprentices, and Special 
Programmes. Legislation and regulations related 
to HRDF including the PSMB Act 2001 have been 
analysed. Internal HRDF documentation have also 
been evaluated including employer and training 
provider circulars, annual reports, and internal and 
public strategic documents.

Benchmarking study
The World Bank team completed a benchmark-
ing study of international experience that draws 
lessons from countries around the world to inform 
the Blueprint. This analysis shows how different 
countries have confronted the challenges of 
up-skilling their labour forces, including how they 
have designed institutions supporting training and 
workforce development, constructed financing 
mechanisms, developed information and accredi-
tation systems to convey knowledge about train-
ing, and developed systems to deliver training in a 
cost-effective and accountable manner.

Study visits
Study visits were undertaken by HRDF and World 
Bank representatives to Denmark and to Australia. 
Lessons and best practices learned during from 
these visits have been incorporated into the 
Blueprint.

Effectiveness evaluation
The evaluation of HRDF used HRDF administra-
tive data, the World Bank Enterprise Survey, 
Malaysia’s National Employment Returns, and 
other data to assess HRDF’s effectiveness on 
several dimensions including: whether HRDF 
effectively registers eligible employers; whether 
HRDF increases the likelihood that firms train; 
and whether HRDF-brokered training increases 
firm productivity and other outcomes.

Qualitative surveys of HRDF-registered 
employers and training providers
Qualitative survey of employers and training 
providers were undertaken in co-ordination with 
HRDF. The employer survey was designed to 
provide detailed information and context about 
how employers engage with, utilise, and gain 
value from HRDF. The training provider survey was 
designed to understand how training providers 
interact with HRDF and how training providers 
approach training to help assess the quality of 
their programming.



Appendix 2 : Enterprise training funds around the world

Country Coverage Levy*
Disburse

type**
Evidence on impacts

Belgium
11 sectoral 
training funds

• 0.1-0.6%; average 
0.18%

LG • No empirical evaluation; soft evidence points to 
benefits of bipartisan structure, links to government 
and training providers

• Seems to benefit large firms more

Brazil (SENA+)
Apprenticeship 
and selected 
sectors

• SENAI: 1-1.5%

• SENAC/T: 1.%

• SEBRAE: 0.3%

• SENAR: 2.5% on 
sales

LE • Only evidence on apprenticeship (SENAI); increased 
training incidence, but mainly in public training 
institutions

• Large companies benefit the most

• Independent, employer-managed

Denmark
10-15 sectoral 
training funds

• Fixed amount per 
worker

• 0.23 in public 
sector

LG • No national framework; funds managed through 
sectoral agreements

• Main role is training development and research, with 
small role in financing

• Small financial role in vocational training

France (OPCA)

• 0.55-1.6% based 
on firm size

CR, LE • Mixed evidence but overall likely positive impact on 
training incidence

• Competition between providers adds to relevance, 
quality

• SMEs and less-skilled workers benefit less 
Bureaucratic costs because of complexity

Netherlands
104 sectoral 
training funds 
(2012)

• Average 0.67% 
(2005)

CR, LG • Coverage is about 40% of firms and employees 
(2002); 

• Mixed evidence on impact on training incidence

• Sectoral bipartisan management increases firm 
acceptance

• Training activity oriented towards larger firms and 
higher-skilled workers

Quebec (Canada)

• 1% LE • Increased employer training activity

• Effect on formal training provided by commercial 
training institutions

• Less use of OJT, which is more difficult to get approved

• Small companies seem to be disadvantaged

Singapore (SDF)

• 0.25% LG • Provides range of related services beyond funding 
training

• Positive effect on training incidence, but small firms 
benefit less

South Africa (NSF 
and SETAs)

21 sectors plus 
fund for national 
objectives

• 1% LG, LE • Mixed assessment on training effects

• Targets reached but large share of fund unspent

• Cumbersome and bureaucratic

• Benefits large firms more than small ones; helps 
disadvantaged groups

United Kingdom

3 sectors with 
levies plus new 
apprenticeship 
levy

• SSCs: 0.5-1.5%

• Appr.: 0.5%

CR, LG, LE • Original levy-grant scheme disbanded in 1980s due to 
employer complaints 

• Broad support in remaining sectors but no hard 
evidence on training impact

• Seems to benefit larger firms more, and helps small 
firms in construction

• Apprenticeship levy to start in 2017

Source: Authors based on Johanson (2009); Muller and Behringer (2012); CEDEFOP (2008); Gagnon and Smith (2013) https://www.gov.uk/government/
publications/apprenticeship-levy-how-it-will-work/apprenticeship-levy-how-it-will-work. * As % of payroll. Small firms at times exempted based on 
employment/revenue thresholds. ** CR=cost reimbursement; LG=levy grant; LE=levy exemption.
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