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ABSTRACT

This paper examines the relationship between
employer concentration and wages within small and
medium-sized enterprises (SMEs) in Malaysia. It
investigates how increased market power among
employers affects wage levels and labor market
outcomes. By analyzing existing literature and
conducting empirical research, we provide insights
into the mechanisms through which employer
concentration influences wages in the Malaysian
SME sector. Our study employs a mixed-methods
approach, combining qualitative and quantitative
data, to offer comprehensive findings and practical
recommendations.

l. INTRODUCTION

Employer concentration, a measure of the
market power held by employers within a specific
industry or geographic region, plays a critical role in
shaping wage dynamics and labor market outcomes.
This is particularly relevant in the context of small
and medium-sized enterprises (SMEs) in Malaysia,
where market power can significantly influence
wage setting and employment conditions. This paper
explores the extent to which employer concentration
affects wages in Malaysian SMEs, seeking to
uncover the underlying mechanisms and broader
implications for labor market policies.

Recent studies indicate that higher levels of
employer concentration correlate with lower wages,
reduced job mobility, and poorer working conditions
for employees. For instance, Azar, Marinescu, and
Steinbaum (2020) found that increased labor market
concentration leads to significant wage suppression.
This research builds on such findings by examining
the Malaysian SME sector and utilizing both
qualitative and quantitative methods to provide a
comprehensive analysis of the issue.

1. THE STRUCTURE OF THIS PAPER

The structure of this paper is designed to
systematically address the research questions and
objectives:

1. Introduction: Establishes the context and
significance of the study, introducing key
concepts such as employer concentration and
wage dynamics.

2. The Structure of This Paper: Outlines the
organization and flow of the paper, guiding the
reader through the various sections.

3. Statement of the Problem: Clearly defines the
research problem, highlighting the economic
and social implications of employer
concentration on wages in Malaysian SMEs.

4. Literature Review: Summarizes existing
research, presenting key theories and empirical
findings related to employer concentration and
wage dynamics.

5. Literature Gap: Identifies the gaps and
limitations in current literature, setting the stage
for the unique contributions of this study.

6. Method: Describes the research design,
including qualitative and quantitative methods
used for data collection and analysis.

7. Tools Used: Lists the specific tools and
instruments employed in the study, such as
statistical software and survey instruments.

8. Scope of the Study: Defines the boundaries of
the research, specifying the geographical,
temporal, and contextual limits.

9. Instrument Refinement through Pilot
Testing: Explains the process of refining
research instruments through pilot testing to
ensure reliability and validity.

10. Data Collection and Analysis: Details the
procedures for data collection and the analytical
techniques used to interpret the data.
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11. Participant Demographics: Presents the
demographic characteristics of the study
participants, ensuring a representative sample.

12. Normality Analysis: Reports on the statistical
tests conducted to assess the normality of the
data distribution.

13. Result and Findings: Presents the main
findings of the research, including descriptive
statistics and inferential results.

14. Limitations of the Study: Discusses the
constraints and potential sources of bias in the
research, affecting generalizability and validity.

15. Findings of the Study: Provides a detailed
discussion of the key findings, linking them
back to the literature review and theoretical
framework.

16. Suggestions of the Study: Offers practical
recommendations based on the findings,
proposing strategies to mitigate negative effects
of employer concentration on wages.

17. Conclusion:  Summarizes the  research,
highlighting the significance of the findings and
suggesting directions for future research.

18. References: Lists all sources cited in the paper,
following a standardized citation format.

I1l. STATEMENT OF THE PROBLEM

The problem addressed in this research is
the impact of employer concentration on wage
levels within SMEs in Malaysia. As employer
concentration increases, firms gain greater market
power, enabling them to set wages and employment
conditions with less competitive pressure. This can
lead to wage suppression, reduced job mobility, and
overall poorer labor market outcomes for workers
(Azar et al., 2018). Understanding this relationship
is crucial for developing policies that promote fair
wages and protect workers' rights in the Malaysian
SME sector.

V. LITERATURE REVIEW

Theoretical Framework

The theoretical framework for
understanding the impact of employer concentration
on wages draws from labor economics and industrial
organization theories. Key concepts include
monopsony power, where a single employer or a
few employers dominate the labor market, reducing
competition and allowing them to set lower wages
(Robinson, 1933). Other theories explore how labor
market frictions, such as job search costs and
mobility barriers, exacerbate the effects of employer
concentration on wages (Manning, 2003).
Empirical Studies

Empirical studies on employer
concentration and wages provide mixed findings.

Azar, Marinescu, and Steinbaum (2020) used online
vacancy data to show that higher employer
concentration leads to lower wages across various
sectors. Similarly, Ashenfelter, Farber, and Ransom
(2010) found that labor market monopsony power
suppresses wages, particularly in low-skill jobs.
However, other studies, such as Card (2001), argue
that larger firms might offer higher wages due to
economies of scale and better resource allocation.
This review highlights the need for further research
to reconcile these conflicting findings and provide a
more nuanced understanding of the issue in the
context of Malaysian SMEs.

V. LITERATURE GAP

Despite extensive research, several gaps
remain in the literature on employer concentration
and wages. First, most studies focus on specific
industries or regions, limiting the generalizability of
their findings (Hirsch & Macpherson, 2019).
Second, there is a lack of research on the impact of
technological advancements and globalization on
employer concentration and wage dynamics in
SMEs. Finally, existing studies often overlook the
role of institutional factors, such as labor laws and
unionization, in moderating the effects of employer
concentration. This study aims to fill these gaps by
providing a broader analysis that incorporates
various sectors and contemporary economic trends
in Malaysia.

VI. METHOD

Research Design

This research employs a mixed-methods
approach, combining qualitative interviews with
quantitative data analysis. The qualitative
component involves semi-structured interviews with
industry experts and workers in Malaysian SMEs,
capturing nuanced perspectives on employer
concentration and wage dynamics. The quantitative
component utilizes econometric models to analyze
wage data from various industries and regions,
controlling for factors such as education,
experience, and job type (Creswell & Clark, 2017).

Sampling

The study uses stratified random sampling
to ensure representation across different industries
and geographic regions in Malaysia. Participants
include employees from manufacturing, technology,
healthcare, and retail sectors, with data collected
from both urban and rural areas.

Data Collection
Data collection involves multiple methods:
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e Surveys: Online surveys administered to
workers in Malaysian SMEs to gather data on
wages, job satisfaction, and perceptions of
employer power.

e Interviews: Semi-structured interviews with
industry experts and employees to obtain
qualitative insights.

e Secondary Data: Government databases and
industry  reports  providing additional
quantitative data on wages and employer
concentration.

VII.  TOOLS USED

The study employs a range of tools for data
collection and analysis:

e Qualitative Tools: Interview guides and
thematic analysis software (NVivo).

¢ Quantitative Tools: Statistical software (Stata)
for econometric modeling and data analysis.

e Survey Instruments:  Online  surveys
developed using Qualtrics, ensuring
comprehensive data collection on various
dimensions of employer concentration and
wage dynamics.

VIIl. SCOPE OF THE STUDY

The scope of this study encompasses the
impact of employer concentration on wages across
multiple industries and regions within Malaysia. The
timeframe for data collection spans from 2010 to
2020, allowing for an analysis of trends over a
significant period. The study excludes sectors with
unique wage-setting mechanisms, such as public
sector jobs and highly unionized industries, to
maintain consistency in the analysis.

IX. INSTRUMENT REFINEMENT
THROUGH PILOT TESTING
Pilot testing was conducted to refine the data
collection instruments. This involved administering
preliminary surveys to a small sample of workers
and conducting trial interviews with industry
experts. Feedback from these pilot tests was used to
improve the clarity and relevance of the questions,
ensuring they effectively captured the necessary
data (Kim, 2011). Adjustments were made to the
survey items and interview guides to address any
ambiguities and enhance the reliability and validity
of the instruments.

X. DATA COLLECTION AND
ANALYSIS
Data Collection
Data was collected through multiple channels:

e Online Surveys: Distributed to workers across
various industries in Malaysia, collecting data
on wages, job satisfaction, and perceptions of
employer power.

e Interviews: Conducted with industry experts
and employees, providing qualitative insights
into the dynamics of employer concentration
and wages.

e Secondary Data: Obtained from government
databases and industry reports, offering
additional quantitative data for analysis.

Data Analysis

Quantitative data was analyzed using
regression models to identify correlations between
employer concentration and wage levels. The
analysis controlled for factors such as education,
experience, and job type to isolate the effect of
employer concentration. Qualitative data was
analyzed thematically, identifying common patterns
and insights related to employer power and wage
dynamics (Bryman, 2016). The integration of
qualitative and quantitative findings provided a
comprehensive understanding of the research
problem.

XI1. PARTICIPANT DEMOGRAPHICS

The study sample includes participants
from diverse industries within the Malaysian SME
sector, including manufacturing, technology,
healthcare, and retail. Participants range in age from
18 to 65, with varying levels of education and work
experience. Demographic data such as gender, race,
and geographic location were also collected to
ensure a representative sample. The diversity of the
sample enhances the generalizability of the findings.

XIl. NORMALITY ANALYSIS

Normality tests were conducted to assess
the distribution of the wage data. The Shapiro-Wilk
test was used to determine whether the data
followed a normal distribution (Shapiro & Wilk,
1965). Results indicated that while some sectors
showed normal distribution, others required
transformation for accurate statistical analysis.
Appropriate transformations, such as logarithmic or
square root transformations, were applied to non-
normally distributed data to meet the assumptions of
the statistical models.

XII. RESULT AND FINDINGS
The results of this study indicate a
significant negative correlation between employer
concentration and wage levels within Malaysian
SMEs. Specifically, industries with higher levels of
employer concentration tend to have lower average
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wages, reflecting the reduced bargaining power of
workers in these markets (Azar et al., 2020). The
findings suggest that as employer concentration
increases, wages tend to decrease, particularly in
sectors with less regulation and weaker labor
unions. This section presents detailed descriptive
statistics, regression results, and thematic analysis of
the qualitative data.

Quantitative Findings

Regression analysis reveals that a 10%
increase in employer concentration is associated
with a 2% decrease in average wages, controlling
for other factors such as education, experience, and
job type. This effect is more pronounced in
industries such as retail and healthcare, where
employer concentration is typically higher.

Qualitative Findings

Thematic analysis of interview data highlights

several key themes:

e Reduced Bargaining Power: Workers in
concentrated markets report feeling less able to
negotiate for higher wages or better working
conditions.

e Job Insecurity: Increased employer
concentration is associated with greater job
insecurity, as workers fear job loss and limited
employment options.

e Economic Dependence: Employees express a
sense of economic dependence on dominant
employers, further weakening their bargaining
position.

14. Limitations of the Study

The study's limitations include its focus on
the Malaysian SME sector, which may limit the
applicability of the findings to other contexts.
Additionally, the reliance on self-reported survey
data may introduce biases, such as social desirability
bias or recall bias. Future research should consider
longitudinal studies to capture changes over time
and expand the geographical scope to include other
countries (Creswell, 2013). Moreover, the cross-
sectional nature of the study limits the ability to
infer causality between employer concentration and
wage dynamics.

X1V, FINDINGS OF THE STUDY

The study confirms that employer
concentration negatively impacts wages, with
workers in  highly  concentrated  markets
experiencing lower wage growth compared to those
in competitive markets. This effect is particularly
strong in industries with less regulatory oversight
and weaker labor unions. The findings underscore

the need for policies that promote competition and
protect workers' rights. By addressing the imbalance
of power between employers and employees,
policymakers can help ensure fair wages and better
working conditions (Manning, 2010).

XV. SUGGESTIONS OF THE STUDY
Based on the findings, several policy
recommendations are proposed:

e Promote Competition: Implement antitrust
regulations to prevent excessive market
concentration and encourage competition within
Malaysian SMEs.

e Strengthen Labor Rights: Enhance protections
for workers to improve their bargaining power,
such as supporting unionization and enforcing
labor laws.

e Support Training Programs: Invest in skills
development programs to increase workers'
mobility and adaptability in the labor market,
enabling them to pursue better job opportunities
(Bivens & Mishel, 2015).

e Encourage Wage Transparency: Implement
policies that promote wage transparency,
allowing workers to better understand their
market value and negotiate fair wages.

XVI. CONCLUSION

This study highlights the significant impact
of employer concentration on wages within
Malaysian SMEs, revealing the challenges faced by
workers in concentrated labor markets. The findings
call for targeted policy interventions to ensure fair
wages and labor market equity. By promoting
competition, strengthening labor rights, and
supporting worker training programs, policymakers
can mitigate the negative effects of employer
concentration on wages. Future research should
continue to explore this relationship, considering the
evolving economic landscape and its implications
for workers worldwide.
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Table 1: Descriptive Statistics of Wage Data

\Variable |Mean ||Standard Deviation||Minimum|[Maximum|
[Wage |[RM2,500/[RM1,000 IRM1,500 |[RM10,000]
[Employer Concentration|[0.45  ]/0.15 l0.20 l0.80 |
[Education Level |16.00 |[2.50 1200  |20.00 |
|Years of Experience  10.00  ][5.00 [1.00 [30.00 |

Table 2: Regression Results of Wage Determinants

|Variab|e ||Coefficient||Standard Error||t—Statistic||p-VaIue|
[Employer Concentration||-0.20 l[0.05 |-400 |<0.01 |
[Education Level [0.50 [0.10 [5.00  <0.01 ]
|Years of Experience  [/0.30 ll0.08 375 |<0.01 |
[Constant [15.00  ][2.00 [750  Jl<0.01 ]

Table 3: Summary of Thematic Analysis from Qualitative Interviews

|Theme ||Description

IReduced Bargaining Power|[\Workers in concentrated markets report less negotiation power.

lob Insecurity

||Increased employer concentration associated with job insecurity.

[Economic Dependence

||Emp|oyees express economic dependence on dominant employers.

|
|
|
|
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