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Introduction

1. Development of skilled workforce is essential for social and economic wellbeing of a nation.
Countries at all development levels find that adequate education and skills increase the ability to
innovate and adopt new technologies. A workforce that has been appropriately trained and is able
to continuelearning boosts investor confidence and thus job growth.

2. One of the effective ways to breaking the cycle of poverty involves full employment and decent
work. Since independence, formation of human capital for sustaining economic growth and
poverty alleviation has been a pivotal developmental instrument in Bangladesh. The 7th Five Year
Plan (FYP) aims at accelerating growth which is inclusive in the sense that the benefits of growth
are both sustainable and broad-based in terms of employment opportunities. The 7th Plan
recognizes that the ultimate goal of an effective human development strategy is to instill in people
the ability to realize their full potential while ensuring a safe, healthy, and nourishing
environment, allleading to sustained economic growth and poverty alleviation.

3. Bangladesh is now well placed to enjoy the demographic dividend. According to the Population
Census 2011, 18.8 per cent of the country’s population now belongs to age group 15-24 years and
37.6 per cent to age group 25-54 years. With a population of 160 million and average median age
of 26 years, Bangladesh may enjoy the benefits of demographic dividend probably for next 30-40
years. The economy of Bangladesh is growing steadily benefiting from various reforms and
increasing openness. However, to accelerate economic growth to a higher trajectory, Bangladesh
needs to convert its large working age population into productive human resources through
enhancing their skills level. In this context, the Government has decided in principle to establish a
National Human Resources Development Fund (NHRDF) in the FY 2015-16 budget speech. The
Honorable Finance Minister has proposed to set up NHRDF and allocated Tk. 100 crore for this
purpose.

4. There is increasing demand for resources on government budget to meet the growing skill
development needs of various countries in the world. One way of dealing with this issue is to
create a Human Resource Development Fund like other countries such as India, Malaysia,
Singapore, etc. This type of the ‘Fund’ works as a dedicated and continuous source of financing, in
addition to normal government budgetary channels, and has become a common means and
vehicle towards supporting skill developmentactivities in those countries.
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5.Experience from different countries show that financial support is needed for mainly four kinds
of activities in skill development. First, for the segment of the people that do not have the ability to
pay for skills training. Grant-based schemes have to be introduced and continued. Second, for
advancement and popularization of different elements of skills training such as advocacy,
certification and assessments. Third, for initial support to create sustainable models of skill
development; and fourth, for establishment of a contingent fund for mitigation of potential risks.

6. It is necessary to have a coordinated funding arrangements in order to introduce sector wide
approach (SWAp) in the skills development training activities. Presently, skills training projects
and programs are being implemented by 22 Ministries/Divisions in a segregated manner without
proper coordination by a single ministry/authority. In addition to this, private sector is also
imparting skills trainings which are mostly underfunded. That is why initiative has been taken to
establish a Fund to ensure coordinated activities and uninterrupted funding for human resources
development.

7. National Skills Development Council Secretariat (NSDC-S) in collaboration with International
Labor Organization (ILO) has prepared a number of background papers relating to the proposed
Human Resource Development Fund. While preparing this concept paper those documents were
consulted thoroughly and valuable inputs were obtained. In addition, experiences were also
drawn from other well performing national funds like Bangladesh Infrastructure Finance Fund
Limited (BIFFL), Municipal Development Fund (MDF), etc. and from similar funds working in
India (NSDF) and Malaysia (HRDF).

Title

8. The proposed Fund may be titled as “National Human Resource Development Fund (NHRDF)".
This name is very much consistent with the one mentioned in the National Skill Development
Policy 2011 [Para-17.3(e) and Para-19.4].

Establishment ofthe Fund

9. The Fund will be a ‘limited company’ (owned by the Government) to be registered under the
Companies Act, 1994 as an entity ‘not for profit’ after getting approval from the Cabinet. The Fund
will be operated by an independent Board of Directors under the administrative purview of
Finance Division, Ministry of Finance. The Memorandum of Association (MoA) and the Articles of
Association (AoA) will describe the objectives, management, etc. of the Fund.

Administration of the Fund

10. The Fund will be placed under the administrative purview of Finance Division, Ministry of
Finance. Finance Division will appoint the Board of Directors and also will have right to terminate
them as per MoA and AoA. Finance Division will make an interim arrangement to manage and
operate this Fund before the operational setup iswell in place.
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Objectives of the NHRDF

11. NHRDF will be used to raise the productivity, competitiveness and incomes of individuals and
enterprises by providing them with required skills. The purposes may include pooling of income
from various sources, mobilizing resources, building training capacities, expanding the volume of
enterprise training, providing access for disadvantaged group to training, improving relevance
and quality of training, using resources efficiently and developing appropriateness of training
programs.

12. NHRDF will be commonly used for pre-employment training, up-skill training for existing
workers, and training for women, disadvantaged people, and unemployed ones. The Fund will be
an institutional framework for collecting and allocating resources to training providers with a
view to strengthening training programs, diversify financing, achieve closer integration of skills
training with work, and to reach out to underserved population.

13. Main objective of the proposed Fund will be to ensure uninterrupted funding for the creation of
askilled workforce in line with the demand for domestic and international markets. With a view to
proceeding towards establishing NHRDF some or all of the following objectives may be
considered:

(a) Unifyand coordinate various sources of finance;

(b) Mobilize resources from diversified sources;

(c) Finance pre-employmentand up-skilling training systems and capacities;

(d) Facilitate accessto training to the disadvantaged groups;

(e) Enhance quality of training through setting criteria for selection of training providers

and performance conditions;
(f) Develop competitive training market and reduce cost of training;
(g) Build co-operationamongemployers and training providers.

Sources of Resources
14.Resources for the fund may be generated in various ways which include government
contribution, financial support from development partners, levy fund contributions including
grant, cost reimbursement and exception or rebate schemes. Common practice is to combine
revenue from different sources into a single Fund that is distributed in varying amounts to
different stakeholders, based on perceived priorities and needs. NHRDF may receive funds from
one or more of the following sources:
(a) Governmentbudgetary contribution;
(b) Contribution from the Development Partners;
(c) Contribution ofbusiness entities from their CSR (Corporate Social Responsibility) fund;
(d) Levy from the Industries (Levy will be the major source as the Industries are the prime
beneficiaries of the Fund. However, it may commence at a later stage, perhaps 5-10 years
after the introduction of the Fund. An act of the parliament will be required to this effect);
(e) Subscription from the recruiting agencies for overseas employmentatanominal rate per
person;
(f) Donations by private enterprises/individuals;
(g) Income frominvestmentof surplus fund;
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(h) Interestearningsfromlending;
(i) Anyothersources.

Board of Directors

15. There shall be a Board of Directors of the NHRDF members of which will be appointed by the
Finance Division, Ministry of Finance. However, any member, before the termination of his/her
tenure, may resign from the Board in writing addressed to the Finance Secretary.

16. The Board of Directors will be constituted by members from both the public and private
sectors. Five members will be from the public sector (Representative of the Ministries of
Education, Expatriates Welfare and Overseas Employment, Industries, Youth & Sports, and Labor
& Employment) and five from the private sector (President of FBCCI and four eminent persons of
the private sector). Finance Secretary will be the ex-officio Chairman of the Board. Therefore, it
willbe an 11 (eleven) member Board of Directors including the Chairman. Chief Executive Officer
will be the Member Secretary of the Board without voting power.

17.The management of the Fund will be vested with the Board of Directors. Major responsibility of
the Board will be to frame policy guidelines, approve proposals for augmentation of the Fund,
approve annual budget and ensure effective fund management. Regulatory role of the Board will
include formulation of fund disbursement strategy and monitoring of the implementation of skills
developmentactivities.

Management Team

18. The Board will appoint/recruit the Chief Executive Officer (CEO) of the NHRDF for a period of
four years. The CEO will be responsible for overall operation and management of the Fund. To
support the CEO, required number of executives and managers will also be recruited by the Board
as and when necessary. As per the standing instructions, the executives/managers will manage
and operate day to day affairs of the Fund. Their authority, responsibility and job description will
be determined from time to time by the Board. The CEO, executives and managers will be
employed on market based salary/compensation package. Proposed organizational structure
(incorporating senior level executives only) of the NHRDF is given below.

GM GM (Admin

(Operation) & Program) GM (M&E)

DGM (Fund DGM (Admin DGM DGM (ICT)
& Accounts) (Program)

DGM (M&E)
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19. The Chief Executive Officer will appoint/recruit required non-executive support staff with
prior approval of the Board. They will be recruited to help the executives/managers in day to day
operation of the Fund. The support staff will also be recruited on the basis of market based
salary/remuneration.

Fund Management
20.Annual budget of the NHRDE, including expected total receipts, total disbursement and
expenditure related to operations of the Fund, will be placed before the Board for approval prior to
each fiscal year. Surplus resources may be invested for augmentation of the Fund. Subject to the
approval ofthe Board, surplus resources may be invested in the following manner:

(a) Treasurybondsand bills;

(b) Fixed Deposit Receipts atany scheduled bank; and

(c) Investmentinany other public or PPP fund (financial assets).

Scope of Operation

21.Resources of the Fund will be used for market responsive skills development related activities
in conformity with the National Skills Development Policy (NSDP) 2011. However, major scope of
operation of the Fund will be as follows:

(@) The Fund will support pre-employment and up-skilling in line with national labor laws,
skills training of particular groups like female, physically challenged people,
disadvantaged groups, etc.

(b) The Fund will be disbursed to training providers of different sectors based on their
priorities determined by the Government, skill needs and outcome based performance.

(c) A framework will be developed by the government to finance the skills development
training activities to be imparted by skills training providers both in public and private
sectors to achieve the goal of skills development as determined by the NSDP 2011.

(d) The Fund may finance initiatives relating to twinning arrangement with international
organizations to ensure international standard and recognition.

(e) The Fund will facilitate the recipient institution/organization in terms of technical and
financial operability;

(f) The Fund may finance various studies for exploring skills requirements in the domestic
and overseas markets;

(g) Any other suitable financing proposal may be considered by the Government on the
basis of the meritand appropriateness of the case.

Financing of the Training Activity
22. The Fund will finance skills development training activities both for new entrants in the job
market and for up-skilling of existing workforce. However, at least two-third of the resources will
be earmarked for new entrants. Disbursement of the Fund will be linked to the performance of the
training providers. Resource of the Fund may be distributed in the following manner:

(a) Grants for skills development of new entrants which will be linked with at least two

thirds employment;
(b) Costsharing for up-skilling program;
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(c) Loanstotraining providers to facilitate gainful jobsathome and abroad;
(d) Specialstipend for socially disadvantaged groups and physically challenged persons.

Recipients of Fund from NHRDF

23 Financial assistance from NHRDF may be channelized for training through different windows
like:

(a)Publicsector training providers;

(b)Industry Associations;

(c)Center of Excellences;

(d)Industry Skills Councils;

(e)Private sector training providers including NGOs with proven track record;

(f)Any other institution recommended by the Government (proposed NSDA).

Monitoring and Evaluation (M&E)

24. Continuous monitoring and supervision will be ensured for efficient and effective use of
resources of the NHRDF in the targeted sectors. NHRDF will:

(a)develop a system-based monitoring and evaluation (M&E) mechanism to ensure efficient and
effective use of the proceeds of the Fund received by various training providers and other entities;
(b)engage professional firm(s) for tracer studies and third party evaluation to ensure quality of
trainings;

(c)build robustand broad-based MIS for real time monitoring.

NHRDF Manual

25. An NHRDF Manual will be prepared which will include guidelines and procedures in respect of
fund raising, disbursement procedures, registration system, application process, evaluation
criteria, monitoring system etc. and record them in writing in the form of a Standard Operating
Procedures. This Manual is essential with a view to bringing efficiency, transparency, clarity and
uniformity in operations within management on one hand and in relation to fund recipients on the
other hand. Manual would be necessary after establishment of NHDREF for its operationalization.
However, it would require to be developed before launching of the NHRDF. Contents of the Manual
willinclude but notlimited to the following:

(a) Criteriaforallocation to different priority sectors and trades;

(b) Detailsof priority sectors and sub-sectors of training needs;

(c) Training Windows for NHRDF;

(d) Typesoffinancial assistance to Training Providers and trainees;

(e) Eligibility for receiving funds;

(f) Registration with the Fund;

(g) Trainingprovider selection procedures;

(h) Criteriafor providing stipends;

() Identifyingsocially disadvantaged group and ensuring gender equity;

(j)) MOUbetween NHRDF Managementand fund recipients;

(k) Financial Management;

() Monitoring & Evaluation mechanism;
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(m) Reporting;
(n) Accountabilityand due diligence.

Internal Control and Audit

26. The Fund will ensure effective and well-organized internal control mechanism. Internal
auditor will report to the CEO directly. Accounts of the Fund are subject to C&AG audit and in
addition to that external auditor may be appointed by the Board to conduct annual audit of the
Fund.

Experience of Similar Funds

27. SEIP team has drawn experiences of similar funds from home and abroad while developing
this concept paper. Bangladesh Infrastructure Finance Fund Limited (BIFFL) was established to
provide predominantly long-term financing for implementing infrastructure projects through
issuance of bonds and other debt instruments and equity offerings, whereas Municipal
Development Fund (MDF) was created to bring about qualitative improvement of urban livelihood
through financing infrastructure development and environment improvement projects by the
Urban Local Government Bodies. A comparative picture may be seen at Annex-A.

28. Besides, similar fund like the proposed NHRDF exists in many countries including India,
Malaysia, Singapore, etc. For example, the National Skill Development Fund (NSDF) of India was
set up in 2009 by the Government of India for raising funds both from Government and non-
Government sectors for skill development. The Fund is contributed by various Government
sources, and other donors/contributors to enhance, stimulate and develop the skills of Indian
youth by various sector specific programs. Gistabout Indian NSDF may be seen at Annex-‘B’.

29.Malaysia is another example where Human Resource Development Fund (HRDF) is
administered under one authority named Pembangunan Sumber Manusia Berhad (PSMB) which
started asacompany in 1992. The PSMB has been created for the purpose of promoting training of
employees. More idea about Malaysia HRDF may be perused at Annex-‘C’.

Conclusion

30. NHRDF will contribute to the skilling and up-skilling of workforce creating a competitive
environment leading to capacity building of training providers and resulting in cost-efficient
training delivery particularly in the formal sector. Establishment of NHRDF will be an effective
step in the structural reform initiatives in skill development system and help achieve the
objectives of NSDP 2011 and contribute to training new entrants into skilled work force, up
skilling industry workers & employees and thereby raising productivity and competitiveness of
the economy:.
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Annex

Annex A

Comparative picture between similar Funds and NHRDF

SL Parameters

1 Objective

Bangladesh
Infrastructure Finance

Fund Ltd. (BIFFL)

To provide predominantly
long-term financing for
PPP projects through
issuance of bonds and
debt instruments and
equity offerings. BIFFL
envisages attracting
private investments from
local & foreign investors
and to invest in
companies that are
implementing

Municipal
Development Fund
(MDF)

To bring about
qualitative
improvement of urban
livelihood through
infrastructure
development and
environment
improvement. The
eventual target of
BMDF is to assist the
Urban Local
Government Bodies

National Human
Resources
Development Fund
(NHRDF)

To ensure uninterrupted
and timely financing to
develop an adequately
skilled workforce in
Bangladesh. This would
meet the domestic as
well as international
demand for manpower in
the growing sectors/
industries. The enhanced
productivity due to skills
development training

of the Fund

company registered
under Companies Act,
1994 (ACT XVIII of 1994)
and incorporated on 21
March 2011. Certificate of
Incorporation was issued
by the Registrar of Joint
Stock Companies and
Firms. BIFFL received
license from Bangladesh
Bank on 16 October 2011
to operate as a non-bank
financial institution under
the Financial Institutions
Act, 1993.

formed under the
Ministry of Finance of
the Government of
Bangladesh in 1999.
The administrative
authority of BMDF is
now vested with the
Bank and Financial
Institutions Division
created recently under

the Ministry of Finance.

The BMDF was
registered in 2002
under the Companies
Act, 1994. BMDF is a
non-profit, non-
banking, financial
organization. It is
managed by its Board
of Directors.

infrastructure projects in | (ULBs) becoming self- | activity will contribute to
Bangladesh. sufficient and higher economic growth,
independent. enhanced per capita
income and rapid
poverty reduction in
Bangladesh.
2 Establishment | BIFFL is a public limited | BMDF is a company The proposed Fund,

NHRDEF, will be a ‘limited
company’ registered
under the Companies Act
(Bangladesh), 1994 after
getting approval from the
Cabinet. The Fund will
operate under the
administrative purview
of Finance Division,
Ministry of Finance.

Concept Paper on National Human Resource Development Fund
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Parameters

Bangladesh
Infrastructure Finance

Fund Ltd. (BIFFL)

Municipal
Development Fund
(MDF)

National Human
Resources
Development Fund
(NHRDF)

Sources of | (a) Government has (a) Loans, aid, grants, (a) Government budgetary
the Fund invested BDT 1,600 and donations from contribution;
crore in the form of any lawful source (b) Contribution from the
equity. Government including Development Partners;
owns the entire share. multilateral and (c) Various entities of the
(b) BIFFL is exploring bilateral Industry and private
other sources too, like development sector may contribute to
contribution from the partners. the NHRDF from their
development partners. | (b) Contribution made Corporate Social
by the Urban Local Responsibility (CSR)
Government Bodies fund;
(ULBs). (d) Levy from the Industry
(c) BMDF signs will be another source
Subsidiary Loan and which may commence at
Grant Agreement a later stage, say 5-10
with the Bank and years later. However,
Financial Levy can be imposed
Institutions Division only after enactment of
of the Ministry of law by the Parliament
Finance through (e) Subscription by the
which it receives overseas recruiting
Fund. agencies at a nominal
rate per person;
(f) Contribution from any
other source.
Management | (a) The Board of Directors | (a)BMDF functions (a)There will be a Board of
of the Fund of BIFFL comprises 7 | under the Directors comprising

Senior Government
Officials and a full-
time Executive
Director & CEO
appointed from
Private Sector. Finance
Secretary is the
Chairman of the
Board.

(b) Company executives
manage and operate
BIFFL.

administrative control
of a Board of Directors
composed of 11
members. Secretary,
Local Government
Division is the
Chairperson of the
Board of Directors.
(b)BMDF has 28 staff
with the Managing
Director as its Chief
Executive Officer. He is
armed with Program
Manager, Finance
Manager and Company
Secretary catering
responsibilities of
engineering, finance
and administrative
respectively.

members from public and
private sectors. Finance
Secretary will be the ex-
officio Chairman of the
Board.

(b)Board of Directors will
frame policy guidelines,
approve financing proposals
of skills training, and
supervise the fund
management.
(c)Professionals/Managers
will manage and
operationalize the Fund.
They will be employed on
market based
salary/compensation
package.

(d)Support Staff will be
recruited to help the

Professionals/Managers in

Concept Paper on National Human Resource Development Fund
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Parameters

SL

Bangladesh
Infrastructure Finance
Fund Ltd. (BIFFL)

Municipal
Development Fund

(MDF)

National Human
Resources
Development Fund
(NHRDF)

(c)BMDF hires third day to day operation of the
party consultants from | Fund. The support staff will
outsources under also be recruited on the
appropriate terms of basis of market based
reference. salary/remuneration.
5  |Scope of (a) Environmental, (a) Financial support to | (a) Fund will be used for
Operation industrial and solid the City skill development
waste management Corporations and related activities
projects. Pourashavas with a according to the National
(b) Railway systems, view to strengthen Technical and Vocational
rolling stock, their institutional Qualifications
equipment and and financial Framework (NTVQF) and
facilities. capacity. in conformity with the
(c) Economic zone, (b) Economic and National Skills
industrial estates and technical assistance Development Policy
parks, city and to ULBs seeking to (NSDP) 2011.
property develop (b) A framework will be
development, infrastructure developed to finance the
including services to investment projects skills development
support commercial on a self-selecting training activities to be
and non-commercial basis. imparted by skills
activities. training providers both
(d) Social infrastructure in public and private
e.g. health, education, sectors.
human resource (c) Initiatives relating to the
development, research twining arrangement
and development, and with international
cultural facilities. organizations will also be
(e) e-Service delivery to financed from this Fund.
citizens. (d) Any other suitable
financing proposal will
also be considered on
the basis of the merit
and appropriateness of
the case.
6 Mode of Long-term financing for | BMDF reviews the (a) Generally to be given as
financing PPP projects through project proposals of the Grant which will be
issuance of ULBs and then allocates linked with employment;
(i) bonds, fund taking into however Loan option
(ii) debt instruments, consideration the will remain open.
and amount of grant and (b) Itis necessary to
(iii) equity offerings. the demand of the ULB. prioritize the sectors
The financial packages before disbursement
constitute a blend of from the Fund.
grants, loans, and (c) Cost sharing will be
municipalities’ own another option.
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SI. Paramete
rs

Bangladesh
Infrastructure Finance

Fund Ltd. (BIFFL)

Municipal
Development Fund
(MDF)

contribution for a
project. It follows a
participatory approach
of funding to the ULBs,
thereby combining the
participation of the
beneficiary, the GoB
and the donors.

National Human
Resources
Development Fund
(NHRDF)

(d) Disbursement of the
Fund will be linked to
the performance of the
training providers.

7 Monitoring

(a) Like Bank and other

Internal and external

(a) Continuous monitoring

and corporate body there |audit mechanism is will be ensured for
Evaluation is internal and there to ensure efficient use of the Fund.
(M&E) external audit accountability and due | (b)A system-based M&E
mechanism. diligence. mechanism will be
(b) Loan monitoring developed to ensure
department. that the proceeds of the
(c) Credit recovering Fund received by
department. various training
providers and other
entities are used
effectively.

(c) A professional firm will
be engaged for third
party monitoring and
evaluation of the
activities.

8 Process The formation of Bangladesh Municipal | (a) On the basis of the
(Steps to go | Bangladesh Infrastructure | Development Fund outcome of the
through to Finance Fund Limited (BMDF) is a seminar/workshop on
establish (BIFFL) was approved by | government-owned the Concept Paper, a
the Fund) the Cabinet meeting held | company under the proposal for the

on 29 July 2010. Cabinet | Banks and Financial establishment of the

in the same meeting
approved BIFFL's
‘Memorandum of
Association’ and ‘Articles
of Association’.
Accordingly, BIFFL was
established.

Bangladesh Infrastructure
Finance Fund Ltd. (BIFFL)
Bangladesh Infrastructure
Finance Fund Ltd. (BIFFL)
Bangladesh Infrastructure
Finance Fund Ltd. (BIFFL)

Institutions Division of
the Ministry of Finance.
After Cabinet approval,
it was created in 1999
and was registered
under the Company
Act, 1994, in 2002.
Municipal Development
Fund (MDF)
Municipal Development
Fund (MDF)
Municipal Development
Fund (MDF)

Fund will be submitted
to Finance Division,
Ministry of Finance for
inter- ministerial
consultation by mid-
February 2016.

(b) The final proposal of the
Fund will be submitted
for Cabinet approval by
March 2016.

(c) Subject to approval by
the Cabinet, the NHRDF
will be registered under
the Companies Act
(Bangladesh), 1994.

Concept Paper on National Human Resource Development Fund
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Annex B

National SKkill Development Fund (NSDF) India

Title
Title of the skills development fund in India is “National Skill Development Fund (NSDF)”.

Objective

Objective of NSDF is to raise funds both from Government and Non-Government sectors for skill
development in the country with contribution by various Government sources, and other
donors/contributors to enhance, stimulate and develop the skills of Indian youth by various
sector specific programs.

Establishment
The National Skill Development Fund of India was setup in 2009 by the Government of India.

Source of resources
* Donations
e Contributions

= Incash

= Inkind

Management

A Public Trust set up by the Government of India is the custodian of the Fund. The Trust accepts
donation, contribution in cash or kind from the Contributors for furtherance of objectives of the
Fund. The Fund is operated and managed by the Board of Trustees. The Chief Executive Officer of
the Trustisresponsible for day-to-day administration and management of the Trust.

Scope of Operation

The NSDF meets its objectives through National Skill Development Corporation (NSDC) which is
anindustry led ‘Not For Profit Company’ set up for building skill development capacity and forging
strong linkages with the market. NSDC acts as a catalyst in skill development by providing funding
to enterprises, companies and organizations that provide skill training. It also develops
appropriate models to enhance, supportand coordinate private sector initiatives.

NSDC in India promotes and runs skill development activities. NSDC was first established as
limited company under Companies Act under Ministry of Finance on 31 July 2008 and later
converted into a private limited company on 8 June 2011 as an entity not for profit. It has an
Authorized Share Capital of Rs.10crores having equity shares of Rs.10 each. Itis administered by a
Board of Directors having minimum 3 and maximum 15 Directors. Though it is a government
sponsored company majority Directors come from private sector. NSDC, among other activities,
mobilizes fund for skill development for meeting the required expenses needed by the
initiators/actors for skills related activities in various sectors.
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Mode of Financing
The fund is used for skill development activities, and supports financial incentives to select private
sector initiatives to improve financial viability through tax breaks etc. The financing initiatives
provide funding through:

* Loan

* Equity

* (Grants

Due diligence
The NSDC follows a phased and detailed due diligence process to select proposals for funding to
provide funds for vocational training. Detailed evaluation is done across six sets of criteria:

* Employer’s view of demand for the specific skills

e Alignmentwith the NSDC's mission

* Robustness of overall plan and operating model

* Ability toleverage partnerships

* Ability to leverage financial requirements

¢ Ability toleverage management capability

Monitoring and Evaluation

Accounts of the Trust are subject to CAG Audit and are also audited by a Chartered Accountant for
every financial year and in such manner as may be directed by the Government of India. The Trust
has engaged IL&FS Trust Company Ltd (ITCL), one of the largest Corporate Trustees in India, for
providing micro prudential oversight on the implementing partner and monitoring the interests
of Trust.
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Annex C

Human Resources Development Fund in Malaysia

Title

Title of the skills related fund in Malaysia is Pembangunan Sumber Manusia Berhad (PSMB), the
English translation of which is Human Resources Development Fund (HRDF).

Vision, Mission and Objective

Vision of PSMB is to be the human capital development authority in strengthening the economic
development of Malaysia. Their Mission is to spearhead the human capital learning and
development through strategic interventions that fulfil the current and future needs of the
industry. The Objective of the HRDF is to encourage employers covered under the Pembangunan
Sumber Manusia Berhad Act, 2001 to retrain and upgrade the skills of their employees,
apprentices and trainees in line with their business needs and the development strategy of the
country. The PSMB is to promote training of employees by way of assessing the required type and
extent of employers’ training and up-skilling needs in keeping with the demand of human
resources by the industries. This will be done through determining the terms and conditions of the
financial assistance or other benefits thatare to be given to the stakeholders.

Establishment

Human Resource Development Fund (HRDF) in Malaysia was established as a company in 1992
having Memorandum & Articles of Association under Companies Act 1965. The PSMB was given
additional powers including raising levy through PSMB Act 2001. Now it enjoys powers entitled
under Companies Act 1965 as well as powers vested by the PSMB Act 2001 with provisions
overriding the provisions of MoA and AoA in case of conflict between the two. PSMB is placed
under Ministry of Human Resources.

Jurisdiction of HRDF

PSMB collects levy and determines procedures regarding skill training as well as establishment of

training facilities. The powers of PSMB include:

(i) To collect levy from registered companies those are required to be registered under PSMB
Act;

(ii) To organize, establish and maintain or to assist in organizing and establishing training
facilities;

(iii) To organize and supervise or assist in organizing implementation of training programs and
courses;

(iv) To provide loans and grants to training providers and employers’ to training providers and
employers’ associations for human resource development.

Source of resources
¢ Main source of HRDF is ‘Levy’ which is realized from employers who are bound to be
registered with PSMB. Levy is realized at one percent of the monthly wages from large
employers who are compulsorily required to register and at 0.5 percent of monthly wages
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from employers who volunteered to be registered. For the payment of HRD levy, PSMB has
appointed two banks, namely Public Bank Berhad and RHB Bank Berhad as its collection
agents throughoutthe country.

¢ Other minor sources include gift, donation, contribution or any other sum received from
any source by PSMB Malaysia.

When HRDF came into operation on 1 Jan 1993 the Act only covered employers with 50 employees
and above in the manufacturing sector. It was extended to employers with 10 to 49 employees and
a paid up capital of RM2.5 million and above from 1 Jan 1995. The HRDF was further extended to
other industries like hotel industry, tour operators, advertising industries, courier services with
effect from 1 Jan 1995. Private sector higher education and training providers were under levy
from 17 Feb 2000. Eight industries under service sector like security services, hospital services,
supermarkets and departmental stores were required to register with PSMB and pay levy from 1
January 2005.

Management

A Board of Directors is responsible for managing HRDF which is appointed by the Minister of

Human Resource Development of Malaysia. The Board consists of the following members:

()10 personsrepresenting employers - Chairman shall be from the employers;

(ii) 3 persons representing government and public sector agencies responsible for manpower
development;

(iii) 1 person from the Ministry of Human Resources;

(iv) 1personfromthe Ministry of Finance;

(v) And the ChiefExecutive.

Eligibility for Training Grant from HRDF

Employers incorporated in Malaysia who have registered with PSMB and pay the HRD levy
immediately upon registration are eligible to apply for training grants (financial assistance) to
defray all or a major portion of the "allowable costs" of training their employees. Training must be
in the area of direct benefit to their business operations. Financial assistance is, therefore, not
given to individuals who enroll and finance their own training programs, whether partially or fully,
and subsequently requested for reimbursement from their employers. Neither is financial
assistance given to employers who bear the cost of training after the successful completion of
training by their employees.
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