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Abstract

Public expenditure for technical and vocational education is important for Malaysia to
produce high skilled workers to achieve the status of a developed and high-income country
by the year 2020. The objective of this study is to measure the relationship between public
expenditure for technical and vocational education and employability skills of the graduates
of vocational colleges in Malaysia. The SmartPLS path model analysis revealed two important
findings: first, recurrent expenditure was significantly correlated with employability skills.
Second, development expenditure was significantly correlated with employability skills. These
outcomes demonstrate that the ability of technical and vocational education administrator to
provide and manage adequate financial allocation may lead to enhance graduate’s
employability skills. In addition, discussion, implications and conclusion are described.
Keywords: Public Expenditure, Recurrent Expenditure, Development Expenditure,
Employability Skills of the Graduates, Malaysia

Introduction

Public expenditure in education and training is an important issue in an era of knowledge
based economy (k-economy). It was argued by many scholar in various fields such as
education (Harris, Chisholm & Burns, 2013; Shirley, 2017), human resource management
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(Bornemann & Wiedenhofer, 2014; Ognjanovi¢, 2016) and training and development
(Alagaraja & Arthur-Mensah, 2013; Nafukho, 2013). Based on education perspective, public
expenditure for technical and vocational education is commonly observed as a combination
of recurrent and development expenditure organized by government to provide adequate
education and training facilities in order to produce high skilled workers. (Adamson, Astrand
& Darling-Hammond, 2016; Adetula, Adesina, Owolabi & Stephen, 2017; Fan, Ma & Wang,
2015).

An analysis of recent literature about public expenditure for education, highlights that
public expenditure for technical and vocational education consist of two important elements:
recurrent expenditure and development expenditure (Bateman, Brown & Uera, 2015;
Bateman, Cassity & Fangalasuu, 2015; Maglen, Wall & Rokovunisei, 2015). According to
several scholar such as Bateman, Brown and Uera (2015) and Bateman, Cassity and
Fangalasuu (2015), recurrent expenditure mostly defined as any payment for goods and
services which needed to be made recurrently to sustain the delivery of educational services
such as wages and salaries, subsidies, utilities and teaching materials. Further, development
expenditure is generally viewed as any payment to provide education facilities such as cost
for construction, renovation and repair of buildings, purchase of vehicles and heavy learning
equipment (Chude & Chude, 2013; Devkota, Chaulagain & Bagale, 2016; Jones, Sutcliffe,
Bragg & Harris, 2016).

Surprisingly, a careful observation of newest research literature about public
expenditure for education exposes that government expenditure for technical and vocational
education (i.e., recurrent expenditure and development expenditure) may have a significant
impact on graduate’s employability skills (Ismail & Mohammed, 2015; Kemmis, Hodge &
Bowden, 2014; Maclean & Jagannathan, 2014). Based on training and development
perspective, employability skills is often defined as an essential abilities needed by an
individual to qualify them for employment and success in the workplace (Benson, Morgan &
Filippaios, 2014; Ismail & Mohammed, 2015; Silva, Almeida & Strokova, 2015). As a result, this
relationship may enhance graduate’s employability skills and to make them employable
(Ahmad, Kenayathulla & Idris, 2017; Moses, 2017; Rao, 2014).

Within public expenditure for education model, numerous scholars agreed that
recurrent expenditure, development expenditure and employability skills are distinct
constructs, but highly interconnected. For instance, Krskova & Baumann (2017), Ayiro (2015)
and Gamlath (2013) found that public expenditure for education may enhance graduate’s
education performance, specifically in terms of graduate’s achievement in examination.
Further, research conducted by Yang & Huang (2017) and Panda (2015) shows that public
expenditure for education may increase employee’s income because they were equipped
with adequate skill and knowledge needed by the industries. Hence, this situation may
enhance organizational competitiveness in the era of Fourth Industrial Reolution. In addition,
Ismail and Mohammed (2015), Kemmis, Hodge and Bowden (2014) and Maclean and
Jagannathan (2014) showed that the capability of administrators to appropriately provide and
manage technical and vocational education expenditure (i.e., recurrent and development
expenditure) may enhance graduate’s employability skills. Although the nature of this
relationship is significant, little is known about the role of public expenditure for technical and
vocational education as an important determinant of graduate’s employability skills in the
technical and vocational education research literature. Thus, it encourage the researchers to
further discover the true nature of this relationship.
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Literature Review
According to Becker’s (1993), human capital theory explains that training and education is an
important investment to produce high skilled workers. This theory also stressed that high
skilled workers is an important instrument for organizational productivity improvement and
economic development. This idea gained strong support from the technical and vocational
education research literature. For instance, numerous recent studies were conducted using a
direct effects model to evaluate the effects of public expenditure for technical and vocational
education based on different samples, such as perceptions of 111 graduates from Faculty of
Technical and Vocational Education, Sultan Idris Education University (Ridzwan, Malik,
Hanapi, Mohamed, Hussain & Shahrudin, 2017), 305 employers from India (Jeswani, 2016)
and interviewed with TVET experts from private sector (Lee & Ogawa, 2016). These studies
verified that public expenditure for technical and vocational education may strongly enhance
technical and vocational graduates employability skills, in terms of core skills and soft skills
(Jeswani, 2016; Lee & Ogawa, 2016; Ridzwan, Malik, Hanapi, Mohamed, Hussain & Shahrudin,
2017).

Further, studies conducted by Ismail & Mohammed (2015), Maclean & Jagannathan
(2014) and Esa & Abdul Rahman (2014), revealed that public expenditure for technical and
vocational education may help to equipped technical and vocational graduates with
employability skills needed by modern industries in 21st century. This finding has supported
by Mulongo, Kitururu & Irira (2016) and Webster & Sausner (2017), which exposed that public
expenditure for technical and vocational education may enhance opportunities for youth and
community development in line with 4th industrial revolution. While, studies conducted by
Pavlin & Svetlik (2014) and Taremwa (2017), shows that the ability of technical and vocational
education programmes to produce skilled workers in labour market may enhance
organization’s productivity and competitiveness in an era of globalization, as well as may help
to accelerate the development of national economy. Thus, is was hypothesized that:
H1: Recurrent expenditure positively related to employability skills.
H2: Development expenditure positively related to employability skills.

Purpose Of The Study

This study has two main objectives: first, to examine the relationship between recurrent
expenditure and employability skills. Second, to examine the relationship between
development expenditure and employability skills.

Methodology

Research Design

This study employed a cross-sectional research design which allowed the researchers to
integrate the public expenditure for education literature and the actual survey as a means to
collect data for this study. Using this data collection procedure will help the researchers
gather accurate data, decrease bias and increase quality of data being collected (Cresswell,
1998; Sekaran & Bougie, 2010). This study was conducted at agriculture vocational college
under Ministry of Higher Education Malaysia. At the early stage of this study, a survey
guestionnaire was drafted based on the public expenditure for education research literature.
Then, a back translation method was used to translate the survey questionnaires into English
and Malay versions in order to increase the validity and reliability of research findings
(Cresswell, 1998; Sekaran & Bougie, 2010).
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Measures

The survey questionnaire consists of three parts: first, recurrent expenditure had 6 items
adapted from the investment in education literature (Adekola, 2014; Loxley, Seery & Walsh,
2014; Simanaviciene, Giziene, Jasinskas & Simanavicius, 2015). Second, development
expenditure had 6 items adapted from the investment in education literature (Adekola, 2014;
Adetula, Adesina, Owolabi & Stephen, 2017). Finally, employability skills had 33 items
adapted from the training and development literature (de Guzman & Choi, 2013; Jackson,
2014; York, Gibson & Rankin, 2015). All these items were measured using a 5-item scale
ranging from “strongly disagree/dissatisfied” (1) to “strongly agree/satisfied” (5).
Demographic variables were used as controlling variables because this study emphasized on
employee attitudes.

Sample

This study employed a convenient sampling technique to collect 138 usable survey
qguestionnaires from final year graduates studied at agriculture vocational college in
peninsular Malaysia. This sampling technique was applied because the management of the
college had not given the list of registered graduates to the researchers and this situation did
not allow the researchers to use a random technique in choosing respondents for this study.
The survey questionnaires were answered by participants based on their consent and on a
voluntary basis.

Data Analysis

The SmartPLS was used to assess the validity and reliability of the instrument and test the
research hypotheses. The main advantages of using this method may deliver latent variable
scores, avoid small sample size problems, estimate every complex model with many latent
and manifest variables, hassle stringent assumptions about the distribution of variables and
error terms, and handle both reflective and formative measurement models (Henseler &
Chin., 2010, Ringle et al., 2010). The SmartPLS path model was employed to assess the path
coefficients for the structural model using the standardized beta (B) and t statistics. The value
of R2 is used as an indicator of the overall predictive strength of the model. The value of R2 is
considered as follows: 0.19 (weak), 0.33 (moderate) and 0.67 (substantial) (Henseler & Chin,
2010). As an additional assessment of model fit in PLS analysis, we carried out a test of
predictive relevance using blindfolding (Q2 statistic) as suggested by Geisser (1975) and Stone
(1974). According to Chin (2001), the Q2 statistic is a jackknife version of the R2 statistic. It
represents a measure of how well observed values are reconstructed by the model and its
parameter estimates. Models with Q2 greater than zero are considered to have predictive
relevance. The value of Q2 is considered as follows: 0.02 (small predictive relevance for an
endogenous construct), 0.15 (medium predictive relevance for an endogenous construct),
and 0.35 (large predictive relevance for an endogenous construct) (Hair, Hult, Ringle, &
Sarstedt, 2016).

Findings

From the sample profile, majority of respondents were Malay (96%), males (61%), taking plant

agroindustry programme (16%), and household income less than RM1000 per month (27%).
Table 1 shows the factor loadings and cross loadings for different constructs. The

correlation between items and factors had higher loadings than other items in the different

concepts, as well as the loadings of variables were greater than 0.70 in their own constructs
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in the model are considered adequate (Henseler et al., 2010). Overall, the validity of the
measurement model met the criteria. The values of composite reliability for all constructs
were greater than 0.80, indicating that the instrument used in this study had high internal
consistency (Henseler & Chin, 2010; Nunally & Bernstein, 1994).

Table 1
The Results of Factor Loadings and Cross Loadings for Different Constructs and Composite
Reliability
Construct No. Of | Cross Factor Loading Composite
Item Reliability
1 2 3
Employability Skills 33 0.706 to 0.980
0.858
Recurrent 6 0.700 to 0.900
Expenditure 0.840
Development 6 0.726 to | 0.920
Expenditure 0.875

Table 2 shows the results of convergent and discriminant validity analysis. All
constructs had the values of AVE larger than 0.5, indicating that they had met the acceptable
standard of convergent validity (Barclays et al., 1995; Fornell & Larcker, 1981; Henseler &
Chin, 2010). In addition, all constructs had values of VAVE in diagonal that were greater than
the squared correlation with other constructs in off diagonal, showing that all constructs met
the acceptable standard of discriminant validity (Henseler, Ringle & Sinkovics, 2009).

Table 2

The Results of Convergent and Discriminant Validity Analysis
Construct AVE Recurrent Development | Employability

Expenditure | Expenditure | Skills

Employability Skills 0.594 0.771
Recurrent 0.601 0.750 0.775
Expenditure
Development 0.658 0.682 0.677 0.811
Expenditure

Analysis of the Constructs

Table 3 shows the results of Collinearity and Descriptive Statistics. The means for all
constructs were from 4.000 to 4.191, signifying that a majority of respondents perceived the
levels of recurrent expenditure, development expenditure and employability skills range from
high (4) to highest level (5) in the organization. While the values of variance inflation factor
for the relationship between the independent variable (i.e. recurrent expenditure and
development expenditure) and the dependent variable (i.e. employability skills) was less than
5.0, signifying that the data was not affected by serious collinearity problems (Hair et al.,
2016). These results further confirm that the instrument used in this study has met the
acceptable standards of validity and reliability analysis.
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Table 3
The Results of Collinearity and Descriptive Statistics
Construct Mean Standard Deviation | Variance Inflation Factor
Employability Skills 4.191 460
Recurrent 4.083 451 1.845
Expenditure
Development 4.000 .682 1.845
Expenditure

Outcomes of Testing Hypotheses 1 and 2

Table 4 shows that the inclusion of recurrent expenditure and development expenditure in
the analysis had explained 62 percent of the variance in the dependent variable. Specifically,
the results of testing the research hypothesis showed two significant findings: first, recurrent
expenditure is significantly correlated with employability skills (B = 0.532; t = 3.988), thus H1
is supported. Second, development expenditure is significantly correlated with employability
(B = 0.323; t = 2.423), thus H2 is supported. Therefore, the result confirms that recurrent
expenditure and development expenditure are an important determinant of employability
skills.

Table 4
The Outcomes of Hypotheses 1 and 2
Hypothesis | Relationship B Value t Value | R?
H1 Recurrent Expenditure | 0.532 3.988
- Employability Skills
H2 Development 0.323 2.423 0.62
Expenditure -
Employability Skills

Note: Significant at *t >1.96

A test of predictive relevance for the reflective endogenous latent variable was further
conducted based on Stone-Geisser’s Formula: q2=Q2included-Q2excluded/1-Q2 included=0.
The value of Q% 0.324, indicating that it was greater than zero for the reflective endogenous
latent variable. This result has predictive relevance.

Conclusion

The results of this study validate that public expenditure for technical and vocational
education has strong connection with graduates employability skills in the studied college. In
the perspective of this study, majority of the respondents view that the levels of recurrent
expenditure, development expenditure and employability skills are high. This situation
indicates that the ability of technical and vocational education administrator to provide
sufficient financial allocation (recurrent expenditure and development expenditure) may help
to enhance graduate’s employability skills in line with organization needs. Further, this
strategy will make them employable and continue to succeed in their career.
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This study offers three important implications: firstly implication to the theoretical
contribution. The findings of this study have provided great potential for understanding the
influence of recurrent expenditure and development expenditure in strengthening graduate’s
employability skills in the agriculture vocational college in Malaysia. This findings has
supported and extended studies by previous scholars such as Gillies (2017), Kalfa & Taksa
(2015) Pavlin & Svetlik (2014) and Velasco (2014). Secondly, implication to the robustness of
research methodology. The constructs and items used in this study had satisfactorily met the
standards of validity and reliability analyses. Therefore, this study may lead to produced
accurate and reliable research findings.

Thirdly, implication to the practical contribution. The findings of this study can be used
as a useful strategies by administrators to enhance the effectiveness of technical and
vocational education financial allocation. This objective may successfully achieved if the
technical and vocational education management team emphasizes on the following key
points: firstly, the factors influencing the effectiveness of technical and vocational education
financial allocation should be identified properly in line with the current situation.
Improvement in this feature may help technical and vocational education administrator to
empower financial allocation and management to achieve technical and vocational
education’s objectives in producing skills workers. Secondly, public expenditure for technical
and vocational education should be used as an important instrument to develop graduate’s
potential and talent. For example, administrator need to identify graduate’s needs, provide
material and moral support in building graduate’s capability, and suggest unconventional
ways to improve graduate’s competency in the workplace. If these recommendations are
deeply considered this may help to produce more skilled workforce in line with industrial
needs in the era of 4th industrial revolution.

This study confirms that public expenditure for technical and vocational education
(i.e., recurrent and development expenditure) has a significant impact on graduates
employability skills. This finding has also supported and extended public expenditure for
education research literature, mostly published in western. Consequently, current research
and practice about public expenditure in education model needs to consider the recurrent
and development expenditure as important driving forces in education domain. This study
further suggests that the capability of administrator to appropriately provide and manage
financial allocation in education will strongly enhance graduate’s potential (e.g., core skills,
soft skills, metacognition skills and self-efficacy). Further, these positive outcomes may lead
to maintain and supported organization’s and national’s competitiveness in an era of
borderless world.
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