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CHAPTER 2: LITERATURE REVIEW 
 

Literature review section provides a comprehensive review of published work from 

different sources in employee skills gap area. Literature review helps identifying the 

subject areas precisely, through what is already known or proven. Further, the exercise 

will help in identifying important variables for the research. 

 

2.1 Definition of Skill 

 

Skill can be defined as a specific ability to do something or a learned power of doing 

something competently in a general context [4]. According to the National Skills Task 

Force in England [5], skill is the ability to perform a task to a pre-defined standard of 

competence and it is acquired through formal and/or informal learning and through 

practice. As William and Victor explained in the report of “Skills shortages in 

Australia: concepts and reality” [6], this ability can be a developed aptitude or ability 

through experience or training. It also says “Skill variously distinguishes how the 

ability was acquired and to what standard”.  

 

Chandra Shah and Gerald Burke defined [7] a skill as an ability to perform a 

productive task at a certain level of competence. According to their opinion, skill is 

associated with a particular task; a person who does not possess such a skill is unlikely 

to be able to carry out this task or will be less productive than somebody who does 

possess it. They also agreed that skills are often coupled with a qualifications and its 

acquisition through formal education and training. 

2.2 Definition of Skills Gap 

 

The most common definition of skills gap used in various studies [3, 8] was, skills 

gaps are where existing employees lack the required qualifications, experience and/or 

specialised skills to meet the firm’s skill needs for an occupation.  
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It also stated that the skills gap can exist with new employees, where employers find it 

difficult to get suitable applicants for an occupation or hire employees who need 

further training or/and experience to meet the firm’s skill needs for the occupation.  

For example skills gaps can be defined [9] related to software developer, as the 

disparity between the quality and adequacy of skills possessed by software developers 

and that required by the software industry. 

 

As Dr. Wasim A. Khan and Ms. Zareen Sharf pointed out, one of the most important 

factors contributing to organization success is the right people, possessing the required 

set of skills, which satisfy job requirements, in their investigation [10] of skills gaps in 

the software industry of Pakistan. They also mentioned that software development 

also has the same requirement like any other business, but the importance may be 

doubled as knowledge, skills and experience create the difference between success 

and failure on a project. The situation can get even worse as they highlighted, since 

organizations often fail to identify what skills are actually needed until they have 

already denoted mistakes. 

 

2.3 Prevalence of Skills Gap 

 

It is important to determine how widespread is the skills gap today? The current state 

of global, technology-driven and knowledge-based economy results in skills gaps 

across the entire world in different industries. In a 2005 survey [11], the National 

Association of Manufacturers (NAM) revealed more than 80% of responding 

manufacturers were experiencing, an overall lack of qualified workers, that cuts across 

industry sectors. Many of today’s technology and other skills become obsolete in three 

to five years. Therefore, the challenge for employers is to keep up workers skills with 

business needs. 

 

According to the report [12] of “Assessing the impact of skills shortages on the 

productivity performance of high-tech firms in Northern Ireland”, Jessica Bennett and 

Seamus McGuinness revealed that skills related issues are now centre stage in UK 

economic policy, having been identified as one of the five drivers of productivity 

performance.  
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Rex Davenport highlighted some of the American experts’ opinion on skills gaps in 

his “Eliminate the Skills Gap” report [13], which was published in February 2006. 

One opinion was “Almost every company today will tell you that, there are positions 

they have a very difficult time filling, like Sarbanes-Oxley compliance, security-

cleared engineering, allied health, software development, and quality assurance 

professionals,” says Dave Lefkow, senior director of strategic partnerships for Jouster. 

Lefkow also states that while it is impossible to predict the future, demographic trends 

suggest even greater staffing challenges in the year 2011 and beyond as the first wave 

of baby boomers begin retiring. “There are strong indications that the skills gap will 

get much worse before it gets better,” Lefkow adds. 

According to a survey [14] conducted in UK, over hundreds of business leaders and 

HR professionals to obtain their views with regard to the perceived skills gaps 

between school-leavers, graduates and business, 96% of those questioned agree that a 

well-trained workforce makes a large contribution, in enabling an organisation to 

succeed during an economic downturn. It also point out over eight in ten (83%) of 

those questioned, believe that many school-leavers and new graduates, do not have the 

basic skills necessary to work in business, without further training, resulting in many 

organisations having to carry out training in basic areas, such as literacy and 

numeracy. 

Another industry which will face a severe skills deficit in the foreseeable future is the 

construction industry of UK which is one of the world’s strongest industries as 

highlighted in the ‘Bridging the Skills Gap’ publication [15]. As the report 

highlighted, the literature reveals a number of factors, which have combined to 

influence the construction skills shortfall in recent years, all of which can be seen to 

stem from the industry’s evolutionary development over the last 20 years. 

2.4 Impact of the Skills Gap 

 

A lack of skilled workers can put the brakes on innovation and growth, since the 

knowledge and skills of the workforce is the key to growing and sustaining a 

competitive advantage in today’s economy.  
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Bryan Sanderson, the chairman of Learning and Skills Council of England warned 

that the skills gaps are not just a problem now, but they will be a problem that is 

building up for the future [16].  

 

He says many employers are unaware of the skills needed, not only to improve their 

performance, but also to enable them to move into higher-value-added markets.  The 

report also reveals that key sectors experiencing skills gaps are manufacturing (20 %), 

wholesale, retail and hospitality (29%) and finance and business services (17%). In 

addition it is highlighted that skills gaps are resulting, in difficulties meeting 

customer-service standards (57%), difficulties meeting quality standards (54%), loss 

of business or orders (30%) and delays in developing new products or services (28 %). 

According to the National Employers Skills Survey [17] in 2007, employers asked 

which of a series of potential impacts they had experienced due to the existing skills 

gaps. The following figure 2.1 illustrates the nature of the impacts experienced by 

employers reporting skills gaps as revealed by the survey. 

 

 

 

Figure 2.1: Impact of skills gap 
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Survey results highlighted that over half of the employers with skills gaps (55%) 

report an increase in the workload for other staff, as a consequence of having staff 

who are not fully proficient. Overall just over a quarter of the employers with any 

skills gaps have incurred increased operating costs (28%) due to skills gaps. It also 

points out difficulties in meeting quality standards or introducing new working 

practices with adverse impacts for around a quarter of the employers reporting internal 

skills deficiencies. Twenty per cent of employers reported that they had lost business 

or orders to competitors, as a result of these skills gaps. In addition more than one in 

six (17%) of employers have had to delay the development of new products and 

services as a result of these skills gaps. Also results emphasize just over a quarter 

(26%) of employers feel that skills gaps have had no impact on their establishment. 

 

According to the report [18] on services sector of the Indian economy, its growth has 

been threatened by a shortage of highly-skilled labour, resulting from weaknesses in 

the education system. Furthermore the report revealed that the number of new 

graduates is not matched by improvements in quality. In addition, it says India's 

software association, NASSCOM, recently commissioned a survey [19] which found 

that nearly 70% of engineering graduates from Southern India where most of the IT 

industry is based do not even possess the skills required for traineeships in the IT 

industry. Because of this issue, India’s largest software companies, such as Infosys, 

Wipro and TCS have already set up a training institute and educational institutes to 

increase the number of high skilled workers as the report mentioned. Therefore, the 

report brings up the fact, that those large companies are facing up to the skills 

challenge, in the immediate future and their own educational initiatives, may satisfy 

their own labour needs. But the great majority of Indian smaller IT companies are 

unable to make similar investments in skills development. 

The National Institute of Economic and Social Research which resides in London has 

conducted a study [20] during 2000-2001 to identify the impact of Information and 

Communication Technology (ICT) skills gaps on company level performance. This 

study was based on ICT professionals. 
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According to the research findings it is evident that there is a significant negative 

relationship between the severity of ICT skills gaps and company sales performance, 

with an increase in the size of the significant negatively-signed coefficients on the 

skills gap indicators as they move from 26-50% of ICT Professionals, deemed to lack 

proficiency in their jobs to 51% or more lacking proficiency. 

2.5 Empirical Skills Gap Analysis in the World 

 

This section summarizes some of the valuable findings obtained from various studies 

or surveys conducted for identifying skills gaps in different parts of the world. 

2.5.1 Skill Gaps in the World’s IT Workforce 

 

CompTIA Research Organization and Center for Strategy Research Inc have 

conducted an international research study [21] with the intention of identifying trends 

and gaps in IT skills, discovering issues surrounding recruiting & hiring and 

investigating the current and potential IT market growth and demand for IT 

professionals. It also discovered which factors most influence and was expected to 

influence in the world IT industry in 2008. 

 

The study specifically states that this information will be valuable in helping 

employers address IT skills shortages; for employers to utilize as a benchmark for 

their own open positions, employees' skills; in guiding employers in recruiting and 

hiring capable employees now and for the future; in informing policy-makers, 

educators and others involved in the industry of potential roles they could play and 

lastly, for employees to understand what employers are looking for. 

 

As the report mentioned the survey sample comprised of a minimum of 250 IT 

managers, who were responsible for the hiring and/or managing of at least three IT 

employees from each of the following countries: Australia, Canada, China, France, 

Germany, India, Italy, Japan, Netherlands, Poland, Russia, South Africa, U.K. and the 

U.S. 
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The following summary consists of some important findings of this research: 

 

 

• According to the findings, the top three most important IT skills are security 

(74%), general networking (66%) and operating systems (66%). These skills 

are expected to decline most in importance over the next five years. 

 

• When comparing reported proficiency in skills to importance of skills, the skill 

with the widest gap in proficiency is security/firewalls/data privacy. 

 

• Programmers/coders/developers (25%) are the positions most likely to be open 

and quality assurance positions are the least likely to be open. 

 

• The fast pace of technological change (52%), budget constraints (51%), 

security and compliance (48%) and consumer needs (47%) are currently the 

top factors driving the change in the IT industry. 

 

• Emerging countries such as South Africa, Russia, Poland, India and China 

report more skills gaps. 

2.5.2 Regional ICT Manpower and Skills Survey 

 

This is a report on regional ICT Manpower and Skills survey [22] for the year 1999 – 

2000 which is conducted by the South East Asia Regional Computer Confederation 

(SEARCC). This survey’s aim was to provide the first regional snapshot on the ICT 

manpower resources currently available and the shortfalls in skills. 

 

The countries, participating in the survey were India, Indonesia, Japan, New Zealand, 

Pakistan, Philippines, Singapore, Sri Lanka and Thailand. From a regional 

perspective, the objectives that were established for this survey was to determine the 

skills profile of the ICT human resources in the region, identify the areas of skills 

training and re-training needs based on the skills that were identified as essential to the 

business, determine the careers and work environment concerns of ICT professionals 

and determine the ICT manpower requirements for the next two years. 
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According to the findings, ICT professionals ranked applications/systems 

development, database administration, project management, internet development and 

workflow/groupware as the top five common skills which they are currently most 

proficient in and less frequently mentioned skills were NT/Novell Netware, network 

protocols/topologies and UNIX/LINUX. 

 

As the report highlighted, the top five essential technical skills ranked by 

organizations are generally related to the Internet. But Singapore organizations 

highlighted mobile/wireless communication technology and multimedia/video 

development as essential technical skills. Responses gathered from ICT professionals 

of the countries indicated that the three major non-technical skills: presentation skills, 

creative thinking and interpersonal skill are at a competent level. 

2.5.3 Information Technology Workforce Capability Assessment 

 

This gap analysis [23] was based on the input from IT employees representing a large 

number of federal agencies in the UK. The analysis of the results and the associated 

recommendations are presented in aggregate at the federal level.  

Survey results show that the IT Project Management (ITPM) specialty area is still one 

of the biggest challenges. Higher proficiency is evident in management, systems and 

databases, technical support services and legacy technologies. Lower proficiency is 

associated with networking, security, information analysis and web-based services as 

the report indicated. In addition, it is stated that younger employees have somewhat 

higher proficiency in newer technical skills while older workers are more proficient in 

management and legacy technologies. 

 

2.5.4 National Employers Skills Survey 

 

 

The National Employers Skills Survey [17] provides detailed information on the 

incidence, extent and nature of skills problems facing employers in terms of both 

recruitment and skills gaps within their existing workforce across England. It also 

explores employers’ activities and expenditure in relation to training.  
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This survey was conducted by the Learning and Skills Council, in partnership with the 

Department for Innovation, Universities and Skills and the Sector Skills Development 

Agency. As the report noted, skills gaps are more concentrated in technical, practical 

or job-specific skills areas than in previous years. According to the findings, 

employers are also relatively likely to report soft skills as gaps in particular customer-

handling, oral communication and team working skills, each of which is mentioned as 

lacking in around 40% employees who are not fully proficient. 

 

The report also highlighted, employers still found in around a quarter of the cases staff 

lacked proficiency in general IT user skills and management skills. Survey also 

included an analysis of skills that were reported as lacking which employers 

considered to be having the greatest negative impact on their establishment for each of 

the nine occupational groups. For example the study has revealed that lack of 

management skills is more likely than average to cause a severe impact among 

professionals. Also it mentioned among associate professional staff, a lack of oral 

communication skills commonly has the greatest negative impact and for sales staff, 

lack of customer handling skills has the greatest impact. 

 

2.6 Factors Causing the Skills Gap 

 

Most of the researchers are able to identify different causes for the skills gaps 

according to the labour force in their region or country or industry. This section will 

point out a few of those prioritized factors. 

 

The American Society for Training & Development (ASTD) Public Policy Council 

has identified the following four major factors behind today’s skills gap [11]: 

• Jobs are changing 

• Educational accomplishment is lagging behind the need for skill 

• Workforce growth is slowing down 

• Businesses are not leveraging their learning investments effectively 
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The report highlighted the skills required for employees changing, due to the varying 

nature of business. Therefore, today’s employees need a higher level of technical and 

professional skills than previous counterparts. They will need more technical and 

professional skills in future than today as the report points out. The second factor that 

report highlighted is educational achievement and the inability to fulfil the job market. 

The report also says, because of the mismatch between educational attainment and job 

growth in the years to come, U.S. economy will be short by 14 million workers with at 

least some college experience by 2020. This is reported by Tony Carnevale, economist 

of the National Center on Education and the Economy projects. 

 

As report mentioned low growth in all segments of the workforce is becoming a fact 

of life in the U.S. and other developed countries. It also point out that U.S, Western 

Europe, and the developed nations of the Pacific Rim will see a smaller number of 

new workers entering to the labour force in the current decade than were added in the 

past. Therefore, it has become a problem, since retiring workers could not be replaced 

by an equal or greater flow of new skilled employees according to their findings. The 

last factor that report highlighted is even business leaders have increasingly 

recognized the importance of employee learning and skills development, majority of 

businesses fail to practice it effectively. 

Department of Employment and Workplace Relations of Australia has revealed 

several possible reasons for skills gaps after the investigation [8].  They are 

technological advancement and the changing nature of work, competitive environment 

and new ways of doing business, dissatisfaction with limited career options, salary, 

working conditions or the physical demands of the job, emergence of specialized skill 

needs, workers not using their qualifications, inadequate training levels and 

inadequate information on the future demand for skills. 

 

According to the National Employers Skills Survey [17], which is conducted by 

Learning and Skills Council (LSC) together with Department for Innovation, 

Universities and Skills (DIUS) and the Sector Skills Development Agency (SSDA) in 

UK 2007, following main causes of skills gap were identified with respect to the 

responses received from employers: 
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• Lack of experience  

• Lack of motivation in staff 

• Failure to train and develop staff 

• Inability of the workforce to keep up with change  

• Recruitment problems 

• High staff turnover 

 

Lack of experience or staff being recently recruited remains by far the most 

commonly cited (68%) cause of skills gaps among employers, according to the 

findings. Also the report points out 20% of employers disclose that they failed to 

provide adequate training to their staff.  

 

A different international research [21] which was conducted by CompTIA Research, 

exposed the fact that the rapidness of technological change is the major factor (52 %), 

which is driving the change in the IT industry. Therefore, it emphasizes that the 

rapidity of technological change can have a significant impact on the skill 

requirements of IT employees and this is important, since employees are the core 

driving force of the industry. 

2.7 Summary 

 

The definition, which was widely accepted for the skills gap is employees lack the 

required qualifications, experience and/or specialised skills to meet the firm’s skills 

needs for an occupation. It is found that the skills gap is more prevalent in jobs where 

technical skills are a necessity. The skills gap is evident in industries such as 

manufacturing, IT and construction. Various studies have revealed that skills gaps 

result in difficulties in meeting customer-service standards, difficulties in meeting 

quality standards, loss of business, delays in developing new products or services and 

various other problems. The main factors causing the skills gaps are technology 

change, lack of training, changing nature of work and educational accomplishment 

lags and the need for skill. These factors might play a significant role on the skills 

gaps in the Sri Lankan context as well. 


