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The paper examines skill short-
age among management gradu-
ates in India and explores the
specific labor market dynamics
that underlines skill shortage in
Indian firms. The paper critiques
the neoclassical perspective
which dominates current dis-
courses on skill shortage in the
firm. A structured schedule is
used to interview key decision
makers from 102 firms, drawn
from three Indian metropolises:
Mumbai, Bangalore and
Hyderabad.  Firms need to
adapt to the constraints of skill
shortage by hiring management
graduates who can be trained in
employable skills requiring firm
to invest more on human capital
formation. The study unraveled
strategic implications that ema-
nate from three diverse contexts:
vacancies, skill shortage vacan-
cies and hard to fill vacancies.

Introduction

Over the last two decades, the dimin-
ishing walls of international trade and in-
vestment have led to a more integrated
and interdependent framework of busi-
ness. As a result, today employers oper-
ate in an environment that demands new
and constantly developing skills to retain
global competitiveness. India is emerg-
ing as a potential economic and social
power the wheels of which are in the
hands of the Indian youth whose skills
need to be upgraded to compete in the
global scenario. The skills development
initiative1 is designed to leverage the po-
tential of the youth population (19% of
India’s population is in the age group of
15-24 years)2 by developing their employ-
ability related skills. However, the chal-
lenge remains developing the right skill
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1 Skill development initiative is a formal program
under Directorate General of Employment &
Training, Ministry of Labor & Employment,
Government of India. The primary objective of the
program is to improve the employability by
optimally utilizing the infrastructure available in
govt., private institutions and the industry.

2 Page viii, Population Projections for India and States,
2001-2026, Report of the Technical group on
Population projections constituted by the National
Commission on Population, May 2006
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sets among the youth matching global
standards with significance to both local
and global job markets. Only right skill
sets will ensure that Indian enterprises
remain globally competitive. The growth
of management education in India is phe-
nomenal but it is striving to maintain ex-
pected quality levels.

Only right skill sets will ensure
that Indian enterprises remain glo-
bally competitive.

The increasing mismatch between
supply and demand is a concern for In-
dian industry. Despite being acknowl-
edged as one of the foremost success
stories in higher education over the last
30 years, business schools are at cross-
roads in their development (Pfeffer &
Fong, 2002). They currently face an
image and identity crisis and have been
subject to a wide range of critical re-
views about their societal status as aca-
demic and professional schools (Bennis
& O’Toole, 2005; Mintzberg & Gosling,
2002). This raises the question: does the
problem lie in attracting and/or retain-
ing management graduates? Or prob-
lem emanates from supply side? As
mentioned above, there have been
much speculation and heated supply-
side vs. demand-side debate over the
actual causes of the current (perilous)
skills shortage situation. These debates
which have been mediated and pub-
l ished in the Indian press and in
academia over the past few years are
the Brain-Drain, the supply of manage-
ment graduates and the increased de-
mand for management professionals in

the Indian labor market. Moreover, In-
dian media echoes concerns about cur-
rent skills shortages and the negative
impact this might have on local eco-
nomic expansion.

Recent Literature

The neo-classical economic account
of labor and labor markets as an ‘imagi-
nary marketplace’ has not gone unchal-
lenged as these three citations demon-
strate: first, “Among economists, it is not
obvious at all that labor as a commodity
is sufficiently different from artichokes
and rental apartments to require a dif-
ferent mode of analysis” (Ackerman et
al, 1998). Second, “labor markets are not
natural, universal phenomenon” (Tilly &
Tilly , 1998). Third, labor markets in fact,
“are different”, (Ackerman et al, 1998)
and has changed over time. Drawing
views from these, this paper argues that
labor markets are spatially differentiated
and not homogenous. Therefore, each
labor market needs to be examined spe-
cifically and differently. The theoretical
landscape and framework for under-
standing labor markets has been domi-
nated by the paradigms such as Neo-
classical, Marxist and the Institutional-
ist.

The field of labor economics, pre-
dominantly mainstream economics, has
been dominated by the neo-classical
market paradigm. This paradigm as-
sumes that labor is an abstract commod-
ity of the capitalist economy. It is no dif-
ferent from any other commodity that
may be bought or sold in the market and
whose price is set by supply and demand
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(Marshall, King & Briggs, 1980). In
short, the neo-classical perspective re-
duces work processes to a matter of in-
dividual maximizing behavior over a nar-
row set of quantifiable choices. The ba-
sic premise of the neo-classical version
is: each person gets paid the value of the
marginal product of the input (labor, capi-
tal, land) they provide (Tilly & Tilly ,
1998).

While, neo-classical theorists speak of
individual preferences, Marxists of class
consciousness and institutionalists of group
norms, Crompton, Gallie & Purcell (1996)
argued that these theories have not made
great progress in assessing the post-
fordist3 labor market of the latter half of
the twentieth century. In an attempt to
account for the changes in the organiza-
tion of work, firm works on satisfying lose
lane even at the cost of skill formation.
However, this exploration was a critically
assessed scholarly lineage which appears
to have motivated the researchers to work
on over the decades.4

Despite peculiarity, there seems
no consensual method for measur-
ing skill shortages.

3 Post-fordism refers to a shift from the predominance
of economies driven by manufacturing industries
characterized by a mass, relatively homogenous,
semi-skilled workforce (Fordism) towards
economies dominated by employment in services,
associated with a more homogenous, fragmented
workforce vis-a-vis post-fordist.

4 To name a few– Taylor (1947); Becker (1964); Bell
(1974); Braverman (1974); Smith (1976); Sabel
(1982); Crompton & Jones (1984); Drucker (1993);
Esping-Anderson (1993); Crompton Gallie &
Purcell (1996).

Despite peculiarity, there seems no
consensual method for measuring skill
shortages (Brown, Green & Lauder,
2001; Cohen & Zaidi, 2002). Some au-
thors argue that the evidence of skill
shortages is tricky to interpret: first, be-
cause results are very sensitive to the
economic cycle; second, because they
rely on employers’ perception(Green,
Machin & Wilkinson, 1998; Brown,
Green & Lauder, 2001) and third, be-
cause there are various restrictions that
are always imposed by labor market con-
ditions, the peculiarities of specific oc-
cupations and the availability and reliabil-
ity of the data (Cohen & Zaidi, 2002).

These methods are normally adopted
in isolation from one another. The find-
ings of the chosen method would then be
used to determine and assess skill short-
ages in the labor market. As suggested
above, these approaches quantify the skill
shortage situation in labor markets. How-
ever, they do not provide measurements
incorporating the social, cultural and his-
torical elements (Tilly & Tilly , 1998). The
study argues that it is not that such mea-
surements do not explain a ‘skill short-
age’ rather these measures focus on the
‘external’ economic problems contribut-
ing to the skill shortage. As already sug-
gested above, an empirically grounded
understanding of skill shortages in labor
markets is needed to better identify, un-
derstand and explain the specific labor
market dynamics that contributes to a
skill shortage. This should involve exam-
ining the internal and external nature of
each labor market in which the shortage
is being experienced.
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Methodology

The aim of the paper is to understand
the key sources of labor market infor-
mation on skill-shortage and skill gaps,
which form a crucial part of the evidence
to inform skills across industry. This study
focuses on the firms in India who hire
management graduates at global and lo-
cal levels. The list of firms was identi-
fied through the Capitaline database5.
Based on the proximity and total number
of firms, the study decided to choose
Mumbai, Bangalore and Hyderabad
which are ideal locations for the study.
All three are global cities6 and concen-
tration of firms in these cities is the high-
est when compared to other global cities
of India. The three cities were seen as
different group to allow proportional rep-
resentation of enterprises across. After
grouping, random method was employed
in selecting the companies to avoid

researcher’s biases in the selection. The
statistically acceptable sample size is
determined by employing a formula de-
vised by Daniel (1999)7 to justify the re-
sponsive sample size of the survey. Due
to long interview schedule some of the
participants (representatives from firm)
were interested in online survey. Each
schedule includes a letter of introduction
and a schedule. Subsequently 102 inter-
view schedules8 were completed of
which 76 (74.5 per cent) were adminis-
tered face-to-face and 26 (25.5 per cent)
by online survey form. The study is ex-
ploratory in nature and makes use of de-
scriptive framework of analysis.  The
study focuses on the skill shortage among
management graduates. The unit of
analysis is firm. In this study, two meth-
ods are used for analyzing quantitative
data: Uni-variate analysis and Bi-variate
analysis.

Results

Respondent firms were asked, “Dur-
ing the financial year, did this firm had
any vacancies for management gradu-
ates?” Overall, 82.4 per cent of the
firms stated that they had posted a va-
cancy for management graduates. It can

5 Capitaline Database which covers more than 22,000
Indian listed and unlisted companies, classified
under more than 300 industries, along with powerful
analytic tools.

6 Saskia Sassen (1991)

7 To calculate an appropriate sample size,
we applied the following formulae:

  where n delineates sample

size drawing from the finite population (N), Z
represents Z statistic for 95% confidence level, P
is the expected proportion that we are going to
calculate, d indicates precision (Daniel, 1999). It
should be noted that the Z value is set at 1.96 for
95% confidence level. Interestingly, P (expected
proportion) varies between 0 and 1, and the sample
size is a variant of P. It is important to note that the
P is taken in proportion of one, i.e., if expected
proportion or prevalence is 40% then P is equal to
0.4. Smaller d implies good precision or smaller
error of estimate and it should be in proportion of

one (Naing et al. 2006). Interestingly, although there
is not a precise rule to choose an appropriate d,
Naing et al (2006) shows that if P is less than 10%
(0.1) then d should be half of P, i.e., 0.05. On the
other hand, if P is greater than 90% (0.9) d would
be 0.5 (1-P). Of course, a larger or smaller d can be
set depending on the availability of resources. If P
is between 0.1 and 0.9 then it is appropriate to
choose 5% precision (0.5). In this study, P=0.5
and d=0.1., the sample size is 96.

8 For face to face interview, schedules were used and
parallel to schedule, an online tool was developed.
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be seen from Table 1 that the likelihood
of posting a vacancy increases with
greater number of employees and firm
size. The firms stating hard-to-fill va-
cancies are 56.86 per cent and those
stating skill-shortage vacancies are
64.70 per cent. It is evident and surpris-
ing that skill shortage vacancies are
higher than the hard to fill vacancies.
Although, there is scarcity of adequately

skilled management workforce, firms
appear to compromise expected skill
level and go on recruiting.

Although, there is scarcity of ad-
equately ski l led management
workforce, firms appear to com-
promise expected skill level and
go on recruiting.

Table 1 Vacancies, Hard-to-fill and Skill Shortage Vacancies (n=102) (%)

Firm Size
 

< 50 50 - 500 500 – 1000 >1000 Overall
Employees Employees Employees Employees

Vacancies 100 59.4 100 86.8 82.4
Hard-to-fill Vacancies 71.4 50 64 55.3 56.9
Skill Shortage Vacancies 42.9 65.6 72 63.2 64.7

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012

Table 2 Businesses Reporting Vacancies (n=84) (%)

Firm Size
 

< 50 50 - 500 500 – 1000 >1000 Overall
Function Employees Employees Employees Employees

Human Resources 85.7 34.4 84 52.6 56.9
Marketing 71.4 28.1 64 34.2 42.2
Finance 42.9 34.4 48 21.1 33.3
Operation 57.1 37.5 52 28.9 39.2
Others 14.3 3.1 16 15.8 11.8

Source: Field survey carried out in Hyderabad, Bangalore and Mumbai in 2012

Respondent firms that stated that they
had posted vacancies for management
graduates year were asked a follow-up
question: ‘during the financial year, how
many vacancies this firm had for a dif-
ferent function?’ The responses to this
question are shown in Table 2. While 57

per cent of respondents said that they had
vacancy for human resource, only 33 per
cent had vacancy in finance. Quite in-
terestingly, across firm’s size human re-
source emerged as mode category vary-
ing from 34 per cent to 86 per cent, ex-
cept for firm with 50-500 employees’ size.

Methods Used to Fill Vacancies

Table 3 explains the methods used
by firms to fill the vacancies. The most

common methods used to fill the vacan-
cies by employers are: referencing
(85.29 per cent), using private recruit-
ment agencies (75.49 per cent), cam-
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pus recruitment (58.82 per cent), adver-
tising on the internet (56.86 per cent)
and internal recruitment services (56.86
per cent). On the whole, 44.12 per cent
of enterprises advertise in local/national

newspapers, 19.61 per cent of firms
were also using transfer of their em-
ployes and 9.80 per cent of firms ad-
vertise in trade/specialist journals to fill
the vacancies.

Table 3 Methods Used to Fill Vacancies (n*=102)

Methods of Recruitment Total (%)

Referencing 85.29
Private recruitment agencies 75.49
Campus Recruitment 58.82
Advertising on the internet 56.86
Internal recruitment service 56.86
Adverts in local/national newspapers 44.12
Waiting for transfer of staff 19.61
Adverts in trade/specialist journals 9.80

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Time Taken to Fill the Vacancies

The interview schedule also has a
question to understand the search dura-
tion or time taken to fill the vacancies
within and across various sectors of the
economy. Table 4 presents the patterns,

35.29 per cent of enterprises took less
than 2 weeks time to fill the positions,
while 43.14 per cent of the firms took
around 2 weeks to a month to fill the va-
cancies and 21.56 per cent of firms took
around a month to three months to fill
the vacancies.

Table 4 Time Taken to Fill the Vacancies as per Size of the Enterprises (n*=102)(%)

Size of Firms Time taken to fill the Vacancies Total

Less than 2 2 weeks to 1 to 3
 weeks 1 month months

< 50 Employees 0.98 4.90 0.98 6.86
50 - 500 Employees 9.80 13.72 7.84 31.37
500 - 999 Employees 10.78 9.80 3.92 24.51
>1000 Employees 13.73 14.70 8.82 37.25
Total 35.29 43.14 21.56 100

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Hard-to-Fill Vacancies

Respondents representing firms were
asked: ‘During the last financial year, was
this business easily able to fill all vacan-

cies of management graduates with suit-
able applicants?’ Those answered ‘no’ to
this question were classified as having a
hard-to-fill vacancy. The first row of
Table 5 summarizes the results. Over half
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Table 5  Hard-to-Fill Vacancies as per Size of Firms (n*=102) (%)

  Firms Size
 

< 50 50 - 500 500 – 1000 >1000 Overall
Employees Employees  Employees Employees

Hard-to-fill 4.90 15.69 15.69 20.59 56.86
Not Hard-to-fill 1.96 15.96 8.82 16.67 43.14
Total 6.86 31.37 24.51 37.25 100

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Reasons for Hard-to-Fill Vacancies

Skill Shortage Vacancies (SSVs)
have been defined as those caused by a
low number of applicants with the re-
quired skills or work experience or quali-
fications. Table 6 looks further at the
range of reasons explaining Hard-to-Fill
Vacancy (HtFVs) including those not
related to skills issues and also examines
the balance within SSVs between lack

Table 6 Reasons for Hard-to-Fill Vacancies (n*=102)

Reasons for hard-to-fill vacancies Responses (%)

Lack of skills the company demands 63.73
Low number of applicants with the required attitude, motivation or personality 44.12
Applicants lack basic ability to build upon 32.35
Lack of qualifications the company demands 31.37
Lack of work experience the company demands 31.37
Too much competition from other employers 28.43
Benefits trap/problem wage/benefits 21.57
Unattractive/poor terms and conditions of employment 13.73
Wages lower than other firms 10.78
Location of the firm/poor public transport 9.80
Low number of applicants generally 6.86
No particular reason 6.86
Not enough people interested in this type of work 3.92
Lack of poor career progression 3.92
Job entails shift work /long/unsocial/irregular hours 3.92
Don’t know 3.92

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

of skills, qualifications and experience.
The reasons cited by employers are
broadly similar to different studies with

of firms that have vacancies find them
hard to fill (56.86%). Again, as the size

of the firms increases, so the chance of
having a hard-to-fill vacancy increases.

The lack of qualifications and ex-
perience to meet expectation of
firms presumably might be con-
tributing to Skill Shor tage Vacan-
cies.
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Table 7  Impact of Hard-to-Fill Vacancies (n*=102)

Impact of Hard-to-Fill Vacancies Responses (%)

Difficulties meeting customer service objectives 45.10
Loss of business or orders to competitors 32.35
Increased operating / running costs 30.39
Delays developing new products/ services 21.57
Difficulties introducing new working practices 18.63
To withdraw from offering certain products or services altogether 17.65
No particular problems 13.73
Difficulties introducing technological change 11.76
Difficulties meeting required quality standards 7.84
Others 6.86

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

regard to skills-related issues. The lack
of qualifications and experience to meet
expectation of firms presumably might be
contributing to Skill Shortage Vacancies.

Impact of Hard-to-Fill Vacancies

Firms with SSVs experience a
greater number of different impacts
than those with non-skills-related hard-

to-fill vacancies (HtFVs). Those firms
with hard-to-fill vacancies generate dis-
cernible impacts. As given in table 7, the
principal impact includes ‘difficulties
meeting customer service objectives’
(45 per cent), ‘loss of business or or-
ders to competitors’(32 per cent), ‘in-
creased operating / running costs’ (30
per cent) and ‘delays developing new
products/services’ (22 per cent).

Actions Taken

Employers appear to respond to
impacts emanating from hard-to-fill
vacancies (Table 8) by choices such
as considering a wider range of appli-
cants (31 per cent), using more exten-
sive range of recruitment channels
than normal (30 per cent), retraining
existing staff (27 per cent), more train-
ing to less qualified recruits (22 per
cent), offering higher pay or more in-
centives than normal (18 per cent),
building links with schools/colleges/
universities (18 per cent) and offering
enhanced terms and conditions (15 per
cent).

Skill Shortage Vacancies

Respondent firms with hard-to-fill
vacancies were asked: ‘For which of the
following reasons did this business find it
hard to fill vacancies?’ They were given
twelve categories from which they could
choose as many as they wished. Those
who replied ‘applicants lack the work ex-
perience the business demands’ or ‘ap-
plicants lack the qualifications or skills
the business demands’ were defined as
having skill shortage vacancies (SSVs).
The final row of Table 9 summarizes the
data on skill shortage vacancies which is
broken down into two constituent parts
i.e. by firm size and industry. There are
some differences between the two fac-
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Table 8 Actions Taken to Overcome Hard-to-Fill Vacancies (n*=102)

Actions taken to overcome HtFV Responses (%)

Considered a wider range of applicants 31.37
Used more extensive range of recruitment channels than normal 30.39
Retrain existing staff 27.45
Been prepared to provide more training to less qualified recruits 21.57
Offered higher pay or more incentives than normal 17.65
Built links with schools/colleges/universities 17.65
Offered enhanced terms and conditions 14.71
Spent more on recruitment or used more expensive methods 13.73
Hired contract staff 9.80
Hired part-time staff 7.84
Changed the job specification by giving some of the tasks to other staff 6.86
Changed the job specification by automating some of the tasks 3.92

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Table 9 Skill-Related Reasons for Hard-to-Fill Vacancies, by Size and Industry (n*=102)

Firms size Applicants lack work experience (%)Applicants lack qualifications or skills (%)

< 50 Employees 42.86 35.71
50 - 500 Employees 21.88 48.44
500 – 1000 Employees 36.00 50.00
>1000 Employees 34.21 47.37
Industry
Management Consulting 38.46 36.01
Manufacturing 22.73 35.17
Information Technology 42.11 64.98
Financial Services 23.08 52.99
Fast Moving Consumer Goods 22.22 46.03
Construction 14.29 78.57
Pharmaceuticals 66.67 53.13
Others 37.50 38.30
Over all 31.37 47.54

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

tors of skill shortage vacancies across
business size and across industry. In ‘In-
formation Technology’ ,‘Financial Ser-
vices’, ‘Fast Moving Consumer Goods’
and ‘Construction’,  it is lack of qualifi-
cation or skills that is causing the prob-

lem. For ‘Pharmaceuticals’ it is lack of
experienced workforce that is causing
the greater problem. For some industries
it is certification gained in institutions or
on-the-job which is important, for others
they do not play this role.

Causes of Skill Gaps

The main causes of skill gap of em-
ployees are given in Table 10. Close to

half of the respondents view that skill
gap emanates from high staff turnover
and recruitment problems (49 per cent),
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while another half sees it emanates from
failure to train and develop staff by the

employer (48 per cent). Lack of expe-
rience of staff who were recently re-
cruited emerged as an important factor
(47 per cent). Other major factors in-
clude inability of workforce to keep up
with change (37 per cent) and training
programs only partially completed (18
per cent).

Table 10 Main Causes of Skills Gaps (n*=102)

Main causes of Skills Gaps Responses (%)

High staff turnover & recruitment problems 49.02
Failure to train and develop staff 48.04
Lack of experience or staff being recently recruited 47.06
Inability of workforce to keep up with change 37.25
No particular reason 21.57
Training programs only partially completed 17.65
Others 3.92

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Factors Contributing to Skill Gap

Table 11 presents the factor contrib-
uting to skill gap. Some of the key areas
where particular factors have specific
skill issues are highlighted here. In one

Table 11 Factors Contributing to Skill Set (n*=102)

Factors Responses (%)

The introduction of new working practices 50.98
The introduction of new technology 34.31
Others 33.33
The developments of new products and services 20.58

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

out of two cases introduction of new
working practices is a factor for skill gap.
In one out of three cases employers be-
lieve that the introduction of new tech-
nology is an important factor contribut-
ing to skill gap.

Close to half of the respondents
view that skill gap emanates from
high staff turnover and recruitment
problems.

Impact of skill Gaps

In the study respondent firms who
reported any skill gap were asked which
of the potential impacts they had experi-
enced. Table 13 illustrates the nature of
the impacts experienced by employers

reporting skills gaps. About half of em-
ployers with skill gaps (45 per cent) re-
ported difficulties meeting customer ser-
vice objectives as a consequence of hav-
ing employees who are not fully profi-
cient. While one out of three employers
witnessed loss of business or orders to
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Table 12 Nature of the Impact due to Skill Gaps (n*=102)

Nature of the impact due to skills gaps Responses (%)

Difficulties meeting customer service objectives 45.10
Loss of business or orders to competitors 32.35
Increased operating / running costs 30.39
Delays developing new products 21.57
Difficulties introducing new working practices 18.63
To withdraw from offering certain products or services altogether 17.65
No particular problems 13.73
Difficulties introducing technological change 11.76
Difficulties meeting required quality standards 7.84
Others 6.86

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

Table 13 Actions Overcome Skills Gaps (n* =102)

Actions taken to overcome skills gaps Responses (%)

Changing working practices 61.76
Providing further training/development 53.92
Increase/expand trainee programmes 35.29
Reallocating work within the company 33.33
Expand recruitment channels 28.43
Increased recruitment 20.59
Any other 3.92
Don’t Know 2.94

Source: Field Survey carried out in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

undertake less training than the average
employer but the survey results suggest
that this is not the case. Among employ-
ers responding to skill gaps there has been
an increase in their training activity. It
has been reported that six out of ten of
their employees (58 per cent) received
training in the last 12 months. The next
most common response to skill gaps in-
volves increase/expand training programs
(35 per cent), reallocating work within

competitors (32 per cent) increased op-
erating / running costs reported by every
third employer (30 per cent). Employers
experienced delays developing new prod-

ucts (22 per cent). It was observed that
propensity to mention most of the impacts
of skills gaps seems to increase with size
of establishment.

Overcoming Skills Gaps

Table 13 illustrates the actions taken
to overcome skill gaps. More than half
of the employers (62 per cent) with skills
gaps had responded to the skill deficien-
cies in their workforce by either chang-
ing working practices or providing fur-
ther training/development (54 per cent).
These employers could increase their
training activity from low levels and can
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Table 14 Barriers to Overcome Skill Gaps (n*=102)

Barriers to overcome skill gaps Responses (%)

High staff turnover 28.43
Lack of funding for training 24.51
Any other 24.51
Lack of suitable courses in my area 21.57
Lack of suitable courses generally 21.57
Lack of time for training 21.57
Unwillingness of staff to undertake training 18.63
Don’t Know 9.80
Lack of cover for training 6.86
No particular measures taken 3.92

Source: Field Survey carried in Hyderabad, Bangalore and Mumbai in 2012
*n represents the total number of sample enterprises

the company (33 per cent), thereby
broadly using the experience of existing
employees to oversee and assist those
lacking skills.

Barriers to Future

Table 14 illustrates the barriers to
overcome skill gaps. Employers most fre-
quently cited the high staff turnover (28
per cent) or lack of funding for training
(24 per cent) as the main barriers to over-
come skill gaps. Both these barriers,
along with employers having lack of suit-
able courses in the area (22 per cent),
lack of time for training (22 per cent),
unwillingness of staff to undertake train-

ing (19 per cent) and lack of cover for
training (9 per cent) are partly internal
to establishments (though training being
unaffordable is also partly a function of
the prices providers charge). External
barriers to providing further training were
less frequently reported. Most common
amongst these external barriers was lack
of appropriate training or qualifications
in the subject areas employers needed.
In addition to the contrast between in-
ternal and external barriers they can also
be grouped into four broad themes: ex-
pense, time, training supply and other
barriers. Time and expense are the most
common of these themes (both accounts
to more than 50 per cent).

Conclusion

The paper investigated the influ-
ences on firms posting vacancies for
management graduates and whether
these prove difficult to fill. The study
considered the determinants of exter-
nal skill gaps or ‘skill shortage vacan-
cies’. It is apparent from the study that
there has been a high degree of inno-
vation and/or experimentation, espe-

cially in relation to recruitment, where
the existing channels of recruitment are
unlikely to supply the skills needed.
Nonetheless, the impact of skill defi-
ciencies can be serious. However, it
needs to be born in mind that firms need
to be more active to face skill deficien-
cies and consider number of measures
to overcome. In many cases skill defi-
ciencies occur as a consequence of
firms pursuing profit maximization



 Labor Market Flexibility & Skill Shortages

The Indian Journal of Industrial Relations, Vol. 50, No. 2, October 2014 255

rather than cost reduction strategies.
In this regard, skill deficiencies may be
seen as a natural outcome of short run
rather than long run growth.

Higher rates of innovation and dif-
fusion would demand significant
increase in skill levels.

The results of the study exhibit the
potentially significant role that skill gaps
may play in the economy. There is also
great support for the hypothesis that
higher rates of innovation and diffusion
would demand significant increase in skill
levels. The paper argues that skill gaps
may be as significant as reported and
there is need for policy interventions to
make employers better aware of the im-
portance of skills for their long term busi-
ness performance and to help them in
addressing these imbalances. There is a
need for a closer interface between in-
dustry and academia to bridge the gap.
Industry should take leadership role in
skill training, qualification and assessment
as in many of the developed countries.
This strategy is relevant if training had
to deliver at job-level skills in an increas-
ingly globalised world. 

Overall, the evidence points to skill
deficiencies impeding economic perfor-
mance. Perhaps it is necessary to use
range of indicators to ensure an accurate
estimation of skill shortage. Moreover, no
single measure of skill shortages is suffi-
cient, this has been confirmed by several
studies, to name a few (Veneri, 1999);
(Clarke, Geserich & Toft, 2004); (Shah
& Burke, 2005) and (Infometrics, 2006).
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