N~
AN
ukKaid

from the British people

UKaid Skills for Employment Programme

Challenge Fund Launch

17 April 2019 | Kathmandu

In Collaboration with

@®® BRITISH .
®OCOUNCIL Clear Harizon

IIIIIII

Watch a livestream of the UKaid ¥T9 Challenge Fund Launch at the UKaid ¥17 Facebook Page



https://www.facebook.com/Skills-for-Employment-Programme-Nepal-%E0%A4%B8%E0%A5%80%E0%A4%AA-431666400970445/
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HIT Overview | Project Scope

* Project with over four years duration

« Alignment with Federal (MoLESS/PMEP) and Provincial Skilling and
Migration Related Priorities

« Nationwide with focus on key transformational sectors- ICT; Light
Manufacturing; Agribusiness; Tourism; and Hydropower

* Geographic emphasis in Provinces

* Over £9M in challenge funding for co-investment with private sector in
innovative and sustainable skilling and migration models

Goal: Better train and place Nepalis in both domestic and international jobs
Resulting in at least 90,000 Nepalis with an increase in income of at least 20%
attributed to the project.

40% will be women
30% from Disadvantaged Groups (DAGSs) including PwDs

SKILLS FOR EMPLOYMENT PROGRAMME
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Our Key Operating Principles

 Collaborative:

« with MoLESS to promote long-term economic development goals in key sectors coupled
with skilling/migration strategies to support Prime Minister Employment Programme (PMEP)

« with PM Office and GoN entities on addressing policy/legal and regulatory barriers

 with industry including anchor firms and industry bodies, including those in host countries for
safer and reduced costs of migration

« with emerging SMEs; entrepreneurs and entities with sustainable skilling models for
PwDs

* with other donors/development partners working in related areas
* Market-led: promoting private-sector/employer led models; including PPPs

* Inclusive: incorporation of PMEP targeted beneficiaries, women, DAGs, and PwDs including in
non-traditional sectors

« Co-Investment: leveraging private sector resources with challenge funding to promote
sustainable skills and migration models

 Innovative: adoption, adaptation or invention of new concepts

SKILLS FOR EMPLOYMENT PROGRAMME



¢ Engaging with private and public sectors {including other
skills players).

+ Catalyzing partnerships and investments and together
building a skilled workforce for increased employment
generation and business productivity.

The 5 hands also represent a skilled labour force

The vibrant colors of the hands represent and #iiv's 5 Key Operating Principles

Nepal's 5 transformational sectors with

growth and employment potential: « Collaborative

e Market-led
e Inclusive
¢ Co-Investment

e Yellow: Construction
¢ Dark Blue: Light Manufacturing
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e Green: Agri-Business ; : e [nnovative Use of the crisp & clear fonts represents our
¢ Magenta: Tourism . 4 resolve as a programme to be impactful and
e Light Blue: ICT : - - evidence driven.
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The world map with focus on Nepal represents migration
management & positioning Nepal's skilled workforce on
the world stage.
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ldentified Sectors for Our Involvement are Significant to Socio-Economic Growth

Commercial Agriculture

Light Manufacturing
Construction/
Hydropower

Tourism
ICT

=
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Economic Transformation and Skilling — Go Hand-in-Hand?

| ow Value Added Per Worker

for Manufacturing
Value Added per Worker .
oy | e Low Skill Trap

India 3,123
Bangladesh 1,963
Kenya 2,363
Vietnam 2,436 v
Mozambique 3,722
Global Average 17,200
Nepal 1,380

Source: World Bank, 2011/12

[Low Demand for

T 1. 7% Skilled Workers

Growth in labour productivity
(2011-2017)
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What Have we Learnt- Growth has been slow, but the industry is Bullish about the Next 4 Years

Over 500 discussions/
engagements with
stakeholders across Nepal
through:

O In-depth discussions

(>100)

O Firm-level survey (>240

firms)

O Ideation Labs (>120)
Assessment of
Macroeconomic & Labour
data for Nepal (and the
region)

Review of past approaches/
reports by DFID/ ILO/
SDC/ODI/WB and others

Revenue Growth (%, per annum)

1%
7.3% 8.1%

Tourism

Commercial Light

Hydropower/

Agriculture Manufacturing Construction

W Last two Years (p.a.)  ® Next Four Years (p.a.)

20.1% 18.7% 10.2% ?.5%
I

m Workforce Growth (%, p.a.)

8.9%

ICT

28.4%

SKILLS FOR EMPLOYMENT PROGRAMME
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Addressing the Challenges & Gaps Across Sectors of Our Focus

Commercial Agriculture Light Manufacturing Construction/ Hydropower _

Except for large groups, Lack of competitive advantage Energy Storage and Service delivery below global Few large firms (Employees >
processors are not engaging Transportation Lacking standards due to lack of a 100), majorly MSEs and
with cultivators (Province 5 has only 0.5% of  defined service culture, freelancers.

country’s installed capacity)  difficulty finding skilled,
experienced workers.

Quality and cost of produce is  Inability to recruit and retain Most job roles require Skills gaps are prevalent across “\ Engineering graduates lack

not comparable to India skilled employees special technical skills the board depth of knowledge (advanced
trainings)

Farming is not considered a Heavy dependence on foreigi\, Dependence on foreign Emergency response (first-aid,  Risk of scaling up due to lack of
job with dignity by Nepalese [  workers for labor capital and expertise etc.), culinary, communication  trained resources

skills are lacking
Farmers need to know about  Lack of practical training — Most of the workers are Lack of investment in Lack of soft skills (e.g. initiative
bio-security, farm CTVET does not provide seasonal in nature developing new / updated taking, email, English, etc.)
management, packaging, hands-on training tourist products &
labelling infrastructure
Lack of post-harvest Lack of entire value chain in High turnover of skilled labor Small number of trained ICT
(Warehouse, Logistics, etc.) Nepal (e.g. secondary professional to take on Al and

processing, electricians) CC related opportunities

SKILLS FOR EMPLOYMENT PROGRAMME
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Digital Literacy Plant/ Machine Operators

pecialised Construction
Skills (e.g. tunnelling,

special electronics work,
and bridge-building

expertise)

Packagmg & Labell.lng/ Packaging & Labelling . :
Branding & Marketing Loleeimpeement Eudh as ITeS (IT-enabled Services) related skills

: : ) such as data processing, customer
General Construction Skills  small business management ( P 9

e iy Coitrel] & Tasllne @ty Control & Tes@ 2 @ligfial 5 il care professionals, call centre
operators)

Heavy Machinery Operators
& and Repair
Ware

Hospitality-related Skills (such/ Software Development (such as

ds front office, housekeepingl  software testing & quality assurance,
Andscaping, masseurs, hote Data Analytics, Cloud-computing, Al
managers) Database Management)

Technical Assistance for input  Machinery Maintenance
and market linkages Repair

Logistics/ Warehousing Food & Beverage (such as Project Management/ Engagement

. . cooks, waiters, baristas) Management
ToNs Industrial Relations

Leadership Skills and
Human Resources

Feed formulation

Telecommunication (such as
fibre/optical cable installation, GSM
Installation, air-conditioning and

generator maintenance, IT technicians,
epair and maintenance technician)

Project Management Skills / Tour & Trek Activities (such as
tour guides, hiking guides,
trekking and mountaineering

guides)

Extended Value Chain

Farm Management related Skills

SKILLS FOR EMPLOYMENT PROGRAMME



=

S 7

i.

v

v&

11

>

Eilke)

SKILLS FOR EMPLOYMENT
PROGRAMMF

Where are the Jobs in the Next 4 years?
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Sector

Commercial
Agriculture

Manufacturing

Hydropower/

Construction

Tourism

ICT

(Low Case) (High Case)

4,271 5,351
291,560 365,245
10,726 13,436
169,065 211,792
21,019 26,331
496,641 622,155

Source: Analysis based on & Firm Level Survey (2018)

Others

Information and communications technicians
Clerical support workers

Creative and performing artists

Systerns administrators

Database designers and administrators

Software and applications developers and..

Applications programmers

Web and multimedia developers
Software developers

Systerns analysts

Computer network professionals

Administration professionals

Finance professionals

Sales, Marketing and development managers
Policy and Planning Managers

Database and network professionals not..

Information and communications technology..
Sales, arketing and public relations..

Human Rescurce Managers
Finance Managers
Chief executives, senior officials and legislators

249

634
776
1,164
791
712
633
1,265
1,186
1,345
1,107
870
724
96
1,448
2092
U
B0S
747

498

498

e ICT

SKILLS FOR EMPLOYMENT PROGRAMME




Mapping skills and migration sector ecosystem;

existing skills training and migration
management models CONDUCT MARKET ANALYSES
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PUBLIC-LED TRAINING MODELS PRIVATE-LED TRAINING MODELS

Skills gap analysis by sector and by migration
corridors to gauge employment potential and
inform innovative models

Identify
responsive r responsive
responsive

existing existing
new models
models models

Identify s Identify
responsive

new models

Mapping of market failures to develop a
structured programme response

TAto
partners ]

g::z :; ASSESSMENT

accelerator) W

DECISION i) DECISION

Piloting models and scaling-up what works
based on evidence using Challenge Fund

and TVET System

o Co-investment approach
o Investment Decision Making Principles

MEL: DOCUMENTATION AND SHARING OF LESSONS LEARNED
COORDINATE WITH ILO/ELMSP ON LEGAL/REGULATORY GAPS

Working with GoN (MoLESS; PGs/LGs; ESCs) on
PMEP; skilling/migration systems and
provincial/municipal skilling/migration programmes

TAto MoLESS, MoE. Provincial Governments, Municipalities

W |B-SEPROLE ™ GOVERNMENT ROLE ™ PARTNER ROLE WITH SUPPORT

Coordinating with donors and other
programmes

Challenge
Fund + STAGE 4
Private

Resources

SKILLS FOR EMPLOYMENT PROGRAMME
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AT will Address Skills Market Failures
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Ecosystem Imperfections: Lack of coordination among stakeholders, lack of practical training, low
quality of trainers

Low Skill / Technology trap: Little impact on wages after skill development, experience over
degree, lack of competition, lack of incentive for skill transfer

Imperfect Information: lack of information about the right skills among potential workers, lack of
dignity of labour for jobs considered lowly, and low focus on continuous education

Inequitable access: Issues related to access to skill development for different group of workers, lack
of financial ecosystem

Risk of Attrition: Risk of workers leaving the company once they have been trained or migrating
overseas

Irrational Decision Making (Short-termism and Budgetary Constraints): Underinvestment in
Human Resources department

SKILLS FOR EMPLOYMENT PROGRAMME
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Q1T Will Address Migration Market Failures

Monopoly Power
(Cost of monopoly are high
prices, less choices)

Information failure
(Information asymmetry)

Missing markets Labour Market Failure

« Recruitment agencies * RAs are the sole providers of « Migrants have to resortto ¢ Majority of Nepali migrants
occupy a monopolistic information on job the informal financial sector are unskilled.
position on the migration availability abroad and pay exorbitant interest ¢  Skill mismatch for better
market and determine * Lack of factual information rates paying jobs abroad
unilaterally the price/cost from alternate sources « Banks and financial « Loss of acquired skills and
to migrate « Migrants take uninformed institutions are not accessible  motivation for returnee

« Migrants pay unjustified decisions to migrants migrants due to mismatch
excessive cost to migrate * Migrants are not in a position between acquired skills and

« Migrants are forced to to evaluate cost and benefits jobs available in Nepal
borrow more (often from of migration « Recognition of Prior Learning
informal sources) money (RPL) not formalised

than they should

SKILLS FOR EMPLOYMENT PROGRAMME
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The d19 Partnering Approach

TA and Challenge [ : Xghallenge Fund |
artners

Funding

QLI |

Working with Partners on | [ =Gl Market Failures affecting skill development

— 1

Industry sectoral road maps; stakeholder engagement; sector skills
committees; Industry associations; quality industry trained trainers,
demand driven design and delivery of programmes; linking to NQF

|

Ecosystem imperfection

Cost benefit analysis; targeted management restructuring efforts on
benefits of trained workers; investment in training/ technology

| | Low Skill/

Low Technology trap

Increased coordination between employers, training providers, trainees,
employment intermediaries & govt; demand driven skill development

Access to skill programmes in rural areas; access to unutilised
infrastructure; mechanisms for sustainable employment opportunities
for women, DAGs and PWDs

Imperfect Information

Q

Connect to Employment Service Centres for demand-supply match and
counselling; growth accelerator; bringing together industry leaders to
agree on solving the skills shortage problem collectively

Inequitable Access

N——

Skills training/continued learning; HR & retention strategies

Risk of Attrition

Irrational Decision

_>| High content of solutions targeting...

1.Gender Equality andiSocial inclusion (GESI)
2. Disadvantaged Groups (DAGS)
3. People with Disabilities (PwDs)

Making

SKILLS FOR EMPLOYMENT PROGRAMME
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The d19 Partnering Approach

Working with Partners on that address ...

|

Market Failures affecting migration

|

— | Ethical recruitment

Provision of actual information,

Excessive fees to RAs (Monopoly Power)

(Unjustified costs range between 66% and 78% of
the total costs of migration (before loan servicing)

cost benefit analysis

Loan for migration and other

Information Failure

financial services

TA and Challenge Challenge Fund | __~

Funding Partners

1. Provide demand driven skills; reduce the
existing skill mismatch between

NICCDATINNI

Migrants borrowing costs are too high,

some saving products are not accessible (Missing

Market)
[Migration financing (35%) of overall cost of mi

P plus | (27%) of total expected revenue for an

unskilled migrant for a 2 year migration period.
Remittance cost (5.5%) ]

gration;

job supply and demand.
2. Productive investments returnee migration

High content of solutions targeting...

1.Gender Equality and Social inclusion (GESI)
2. Disadvantaged Groups (DAGS)
3. People with Disabilities (PwDs)

N——

Labour Market Failure
(Skill mismatch opportunity cost 36%)

SKILLS FOR EMPLOYMENT PROGRAMME




On-going support

* Finalise ToC and
MELPs for projects.

» Develop and
implement
performance and
Impact assessment
tools/approaches.

* Monitor and generate
gualitative and
guantitative data and
performance.

SN L7
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Partners on Piloting and Scaling-Up Partnerships Through Challenge Funding

1) Internal Audits

2) Evaluation of pilot
project

Performance
assessment

Market Failure addressed
Potential Beneficiary reach
Demonstrate Innovation
Degree of inclusion
Efficiency of implementation
Effectiveness of project
Sustainability potential
beyond project life.
Scalability Potential - scale
up/out/deep.

Value for Money

N y.

Applicant
informed

project will be
stopped

DROP

KEEP
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History of Challenge Funds

Disbursed over GBP 101K between 1714 - 1828

Grants and rewards for solutions of navigational problems

Challenge Funds are innovative way to engage with private sector

Modern Challenge Funds began in the 1980s (UK)

Challenge Fund model used by many development partners to support
private sector-led development

SKILLS FOR EMPLOYMENT PROGRAMME
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Louis Berger’s Challenge Fund Experience in Nepal

Downscale and value chain financing

3rd Part Automation :
arty Wider by commercial banks

led of M!:I scale
financial using . :
. Innovations
services tablets

Extend remittances based
products and services

Increase uptake of micro
insurance

Access to Financ®

Outreach Downscaling
to and VC

remote finance
locations

Existing Projects
S31111011J UOISUdIX]
A

P P
technology for loan
automation

Partners

Create ecosystem for bank
agents

Insurance Microfinance Commercial Value Chain Fintech Apex

companies Dev. Banks Cooperatives anBirE)keth Anchor Firms ~ Companies Organisations Third party led or MNO led MFS

SKILLS FOR EMPLOYMENT PROGRAMME
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Purpose of Challenge Funds

To encourage organizations
to identify pro-poor
iInnovations that enables
them to understand what is
possible and profitable in
low income markets

To leverage existing
capacity & creativity
of private sector

To develop business
approaches to
reach poor
communities
efficiently, effectively
& timely

SKILLS FOR EMPLOYMENT PROGRAMME



Window 4: Open to encourage non-prescriptive skills development proposals
addressing the known unknowns; aimed at fostering innovation

Window 5: Cost of Migration and Ethical Recruitment (ethical standards,
reduce cost of migration

Window 6: Savings and Investment (BFIs design savings, loan and investment
products for migrants, their families and returnee migrants

Window 7: Open to encourage non prescriptive migration proposals
addressing the known unknowns: aimed at fostering innovation

SKILLS FOR EMPLOYMENT PROGRAMME



Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx
Technical team presenattion to IAP - RMDC.pptx

SKILLS FOR EMPLOYMENT
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HT Engagement Process through CF

EOI Information shared with
potential partners

Potential partners complete
EOI
FM Screens EOI

MEL & ¥
Team
Reviews EOI

CF informs
applicant
application will not
be considered YES

Due Diligence

Fails DDA Assessment by 919

Technical Team Presents
Application to ISC

Application is Finalised

&9 team provides
analysis and feedback to
partner

Partner drafts IA and
required accelerator
support

Technical Support by @
Team

ISC
REVES
1A

Partner
briefed &
Accepts
Approval

KEEP

Induction Workshop

Applicant fulfills ISC
conditions

Project implementation
starts

Accelerator Activities

Assess
performance
against CF
standards

Internal Audits and
Monitoring of

Implementation

On-going support to
Partner

. Challenge Fund Activities

Decision Point

\
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Applicant
informed

project
will be
stopped

DROP

SKILLS FOR EMPLOYMENT PROGRAMME



box 2. 2-4-130 CN RMDC.pdf
box 3. 2-4-130 Fund Manager Review of Concept Note.docx
box 1. Sakchyam CN Information Pack.pdf
Box 4. 2-4-130 Sakchyam CF CN Ranking Sheet.docx
Box 7 (techncial support). Feedback on the draft application and invitation for the presentation of Full Application.msg
01-RMDC Full Proposal-Final3.docx
Signed minutes 12th IAP.pdf
Due-Diligence Process.pptx
Partner Induction Workshop Agenda.docx
Box 4 (Yes). Concept Note Reviewed and Invitation to Submit Full Application.msg
box 5 (No) Sakchyam Access to Finance Challenge Fund – Concept Note Reference No  2-4-132.msg
Technical team presenattion to IAP - RMDC.pptx
Internal Audit Process Final.pptx
box 5 (No) Sakchyam Access to Finance Challenge Fund – Concept Note Reference No  2-4-132.msg
Box 4 (Yes). Concept Note Reviewed and Invitation to Submit Full Application.msg
Box 4 (Yes). Concept Note Reviewed and Invitation to Submit Full Application.msg
Box 4 (Yes). Concept Note Reviewed and Invitation to Submit Full Application.msg
Box 4 (Yes). Concept Note Reviewed and Invitation to Submit Full Application.msg
Signed minutes 12th IAP.pdf
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Principles and Pillars of Due-Diligence

The scope and depth of the assessment is Proportionality G R

proportionate to the risk and value o — A — I

Consistently across all investment partners to :

increase comparability and quality of - Y/ - B . N -

assessments. E | A

Based on the best and most current, objective u— — S Ly

and verifiable information available. R L N

CF Director is responsible for appropriate CF Responsibility - N — | fr— C =

levels of assurance A T |
Knowledge - — — )

Create a knowledge bank for €@ el N A

Prepare an action plan for effective Remedial Action C L

implementation and control of the project - e — —l =

when to conduet? e —

Starting point for Relationship

Continuous Process / Update g9 Challenge Fund Due-Diligence Framework ‘

SKILLS FOR EMPLOYMENT PROGRAMME
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SEP Team Applicant SEP Team SE;Er!gE;:?w:
P il EM Review: - Informed Provides ' ol
otentia FM Review: Review: ot the ST S Skills/Migration
Partners Expression of MEL/GESI/ decis qif "O”S“_ Hen assessment
Submit EOI | Ol Skills/Migrati ecisionand | Partners finalize against full
ubmi nterest (EQI) on approved Investment assessment
DDA Application (1A) rubric
DFID DFID
Informed e

I ST Day3s4 S Days5 S Week2,334 JMb  Weeks

Selected MEL evaluates Grant Agreement
ISC approves celected - ilots against Signing, Induction IS¢ approves
partners go pilot-scale Partners Submit P J Worlkel g against full
from pilot to decision Scale up perform-ance - "IUO' S(;Ep =M assessment
scale application rubric = ecte : artr]ers rubric
pilot their projects
DFID DFID
No- Informed DFID No-
objectio objection
n |
SEP Team (CF, MEL, GESI, Skills/Migration) 1SC approve projects with guidance from e
Assessment against MEL assessment Rubrics MEL, GESI & Skills/Migration nvolvernsn

SKILLS FOR EMPLOYMENT PROGRAMME
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Challenge Fund Assessment Criteria

Alignment with
market failures { Address the sector skills or migration market failures
and solutions

Alignment with { In line with ¥TT targets
outcomes
Inclusivity { Women, DAGs and PwDs included
- Potential to scale, replicate best practices, or High
=~ : Demonstrate that the proposed solution woulc %
Additionality { not have happened with 9 support x
. 8
Scal a.b'“ty .& Potential for project to be scaled up &
Sustainability =
©
Value for Money/{ Direct / indirect resources being leveraged 2
Leverage 2
=
»
14

,_
o
=

High

Market/ Social Impact

SKILLS FOR EMPLOYMENT PROGRAMME
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Types of Forms to Guide the Application Process

4T Challenge

Fund
Investment
Application

4T Challenge

Fund EOI
Application

SKILLS FOR EMPLOYMENT PROGRAMME
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