Sturgeon Insights (19July 2021)

Blue Collar HRm – Digitalising the frontier workforce
Across frontier markets, blue collar workers are the backbone of economic growth and the lifeblood of
restaurants, bars, retail, pharmacies, manufacturers, logistics, hotels, and offices. In India there are 450 million blue
collar workers, while in Southeast Asia the informal labour sector accounts for more than half of the region’s
workforce, with about $200 billion paid in wages to informal workers per year. Yet, blue collar workers are poorly
served by technology, with both employers and workers relying on traditional, offline options to solve their hiring
and workforce management needs. The size of the opportunity and the archaic/non-existent state of current
technology has led several start-ups to develop digital solutions designed to increase efficiency and reduce friction
for both sides. This edition of the Sturgeon Insights series looks at several of these start-ups, the solutions they
have developed, and the challenges they face.

The Status Quo
To understand why there is an opportunity for these start-ups, we should first take a step back to look at the
existing solutions and why they are sub-optimal. There are several unique challenges in a blue collar workforce
that white collar workers do not face. Most workers are paid on an hourly basis, meaning that it is vital for both
sides to be able to accurately track when workers clock in and out. Manual recording of this is inefficient, time
consuming, and prone to error or abuse. Shift scheduling is also fluid and dynamic, with employer demands
changing and workers calling in sick at the last minute. Frantically calling the company’s database of workers rarely
works. As a result, managing payrolls is difficult, especially when many workers are without bank accounts and
cash is the preferred form of payment.
The most significant challenge for the blue collar market is recruitment. Today most businesses in frontier
markets (particularly SMEs but also enterprises) rely on paper or Excel to manage their HRm needs. To find
workers, employers can post on job boards, classifieds, Telegram/WhatsApp groups, or physically go to a location
where workers wait for an opportunity. On the other side of the equation, blue collar workers have limited ways
to sift through the large number of job postings to find one that is appropriate for them. Once an employer has a
list of candidates, the screening process is laborious and can take several days – this is no good when employers
need workers and workers need employment immediately. The screening also fails to capture important
information such as experience, salary expectations, and worker location. As a result, blue collar turnover is very
high, up to 30% per month, which comes at great cost to both employers and workers. It is possible for
employers to go through agencies, but issues with reliability, quality, and churn remain, and workers receive a
lower salary due to fees.
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New Kids on the Block
A growing number of start-ups have entered this battlefield of inefficiency, providing a range of solutions to
2
solve recruitment and other problems for the blue collar market. Some start-ups have built a full stack solution
that solves all the HRm needs of the customer. Betterplace, founded in India in 2015, now boasts more than
1,000 customers including Amazon, Zomato, Flipkart, and Accenture. This is one example. Its software-as-aservice (SaaS) platform helps companies to manage the entire life cycle of their blue collar workforce by
providing them with services such as hiring, background verification, training, attendance management, and
payroll services. In a similar vein, Kazakh-based Clockster’s solution allows companies to automate functions
like payroll and timesheets and simplifies and manages staff scheduling. The company is currently expanding
into SEA and building out a recruitment product. Others include Workmate, operating in Indonesia and
Thailand, that differentiates itself with a network of pre-vetted and qualified workers that can be hired on
demand, and Peopleforce, operating in Ukraine, Russia, and Kazakhstan, which provides a scalable, agile, and
robust solution for companies in the CIS region.
Others have begun trying to solve the recruitment problem
before cross-selling additional software for the HRm processes.
Singapore-based Sampingan and Workclass – both graduates of
the Antler accelerator program – connect blue collar job seekers
with employers via a digital platform. Founded in 2018,
Sampingan claims to have 850k workers registered in its
platform. Its Manpower and Solutions products are, in essence,
digital versions of traditional agencies, coupled with Systems
which allow enterprises to manage their HR processes and
source workers. Two years its junior and with 70k workers
registered, Workclass promises employers that vacancies will be
filled within 24 hours and that workers will find a job in the
same timeframe. It uses WhatsApp and Telegram to connect
with workers, gathering information to pre-screen them and
then connect them with the best opportunities.

Big vs. Many
One of the key questions for these start-ups is whether to target
the smaller in number but larger in size enterprise market, or
the high-volume low margin SME sector. In most frontier
markets the SME sector is far larger than enterprises, both in
terms of employment and output. However, selling to this
market is challenging, since SMEs are typically not tech savvy,
and so require a high degree of education to onboard.
Combined with low purchasing power, this means that products
need to have a highly intuitive user experience enabling light
touch onboarding for a start-up to be profitable.
At the other end of the spectrum, the sales process for enterprises is longer and more complicated, but once
onboarded, their size and purchasing power make it easier for an early-stage company to establish a
meaningful revenue stream. Sampingan, for example, has started with the enterprise market, which represents
8% of blue collar employment in Singapore and has ambitions to crack the remaining 92% in the SME market
once the product is better developed. Alternatively, GreatDay HR, based in Indonesia and with operations in
Thailand and the Philippines as well, has separate solutions for enterprise and SME, with the difference being
the complexity of the options that are offered.

Page 2 of 9

Financial Inclusion
By digitising the HRm process, whether for enterprises or SMEs, these start-ups can gather a level of data on
blue collar workers that has not been possible before. Today these workers are often unbanked, with limited or
no access to financial services due to their lack of credit history or salary data. By creating a digital profile of
these workers, these start-ups have accurate data on their employment status and income levels which is
transferable from one employer to the next. As such, platforms like Sampingan can act as the entry point and
distribution channel for banks, insurers, and other service providers, which represents a significant monetisation
opportunity for platform.
Access to financial services is particularly important for blue collar workers as they face a constant struggle
between monthly pay cheques and weekly cash requirements. Existing lenders charge 1-1.5% per day for payday
loans as larger financial institutions won’t touch them. HRm providers can bridge this gap, providing access to
“earned salary” in the form of early wage access loans where the probability of default is very low, such as
GreatDay HR already does and much like others are planning to in the future. Betterplace goes a step further
and provides workers with a bank account, so that they can receive their salary and build a financial record to
access additional financial services in the longer term.

What next?
The past 18 months have accelerated the trend towards temporary and part-time work, and so demand for
effective blue collar solutions will only increase. With a large population and dynamic economies, Southeast Asia
is one of the more competitive regions for start-ups, and the size of the opportunity means that more are likely
to enter the fray. Which one succeeds will largely depend on their ability to capture both the supply of blue
collar workers and the demand from enterprises, SMEs, or both. The supply is easier to capture than the
demand, and whether these start ups can crack the SME sector could play a large part in determining their
success. An option could be to use the HRm software as a hook to build a base of employers and workers, then
monetising through recruitment and financial services. This however requires significant capital upfront, and
due to the heterogeneity of SMEs and different countries there is limited visibility on success. Either way, the
increasing inflow of capital and start-ups will only benefit the employers and workers operating in the blue
collar sector, which promises to be an exciting sector over the next 2-5 years.

For more details on Sturgeon Capital and their Fund offerings please contact the team:
Contact
Alex Branton
Investment Director
ab@sturgeoncapital.com
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Appendix – Frontier Start-ups

Company

Founded

HQ

Operations

Round

Investors

Capital
Raised

Workmate
(formerly
Helpster)

2015

Singapore

Indonesia,
Thailand

Series A

Atlas Ventures, Beacon Venture
Capital, Gobi Ventures, Mojo
Partners, Wavemaker Partners,
Convergence Ventures, Grab
Ventures

Sampingan

2018

Singapore

Singapore

Series A

Altara Ventures, Golden Gate
Ventures, Antler, XA Network,
Access Ventures

$6.80m

Workclass

2020

Singapore

Singapore

Seed

Antler, 500 Start-ups

Undisc.

GreatDay HR

1999

Indonesia

Philippines,
Thailand,
Indonesia

Seed

Otium Ventures

$2.50m

Clockster

2017

Kazakhstan

Kazakhstan

Series A

Quest Ventures, ABC-I2BF

$0.75m

Betterplace

2015

India

India

Series B

Jungle Ventures, Unitus Ventures,
Venture Highway, 3one4 Capital

$17.79m

Peopleforce

2018

UK

Ukraine, Russia,
Kazakhstan

Seed

SFC Capital

$0.64m

$19.80m
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DISCLAIMER
This presentation is not an advertisement or a prospectus and is not intended for public use or distribution. It has been prepared by Sturgeon
Capital Limited ("Sturgeon Capital") for information and discussion purposes only with prospective eligible investors and should not be
considered to be an offer or solicitation of an offer to buy or sell shares in the capital of the Fund. In particular, this document does not constitute
an offer to sell, or the solicitation of an offer to acquire or subscribe for shares in the capital of the Company in any jurisdiction where to do so
would be unlawful. This document, any presentation made in connection herewith and any accompanying materials do not purport to contain all
information that may be required to evaluate the Company and/or its financial position and do not, and are not intended to, constitute either
advice or a recommendation regarding shares of the Company. This document is not intended to provide, and should not be relied upon for,
accounting, legal or tax advice and each prospective investor should consult its own legal, business, tax and other advisers in evaluating any
potential investment opportunity.
The information in this presentation has not been fully verified and is subject to material revision and further amendment without notice.
This presentation has not been approved by an authorised person in accordance with section 21 of the Financial Services and Markets Act
2000. As such this document is being made available only to and is directed only at: (a) persons outside the United Kingdom; (b) persons
having professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the "Order"); or (c) high net worth bodies corporate, unincorporated associations and partnerships and
trustees of high value trusts as described in Article 49(2) (A) to (C) of the Order, and other persons to whom it may otherwise lawfully be
communicated (all such persons together being referred to as "relevant persons"). Any failure to comply with these restrictions constitutes a
violation of the laws of the United Kingdom.
The distribution of this presentation in, or to persons subject to the laws of, other jurisdictions may be restricted by law and persons into whose
possession this document comes should inform themselves about, and observe, any such restrictions. Any failure to comply with these
restrictions may constitute a violation of the laws of the relevant jurisdiction. This presentation may not be copied, circulated or published, in
whole or in part, without the prior written consent of Sturgeon Capital.
None of the Company or Sturgeon Capital or any other person makes any guarantee, representation or warranty, express or implied, as to the
accuracy, completeness or fairness of the information and opinions contained in this document, and none of the Company or Sturgeon Capital
or any other person accepts any responsibility or liability whatsoever for any loss howsoever arising from any use of this document or its
contents or otherwise arising in connection therewith.
In preparing this presentation, Sturgeon Capital has relied upon and assumed, without independent verification, the accuracy and completeness
of all information available from public sources or which Sturgeon Capital otherwise reviewed. The information presented in this document may
be based upon the subjective views of Sturgeon Capital or upon third party sources subjectively selected by Sturgeon Capital. Sturgeon Capital
believes that such third party sources are reliable, however no assurances can be made in this regard.
Neither this presentation nor its contents may be distributed, published or reproduced, in whole or in part, by you or any other person for any
purpose. In particular, neither this presentation nor any copy of it may be: (i) taken or transmitted into the United States of America; (ii)
distributed, directly or indirectly, in the United States of America or to any US person (within the meaning of regulations made under the US
Securities Act 1933, as amended); (iii) subject to certain exceptions, taken or transmitted into Canada, Australia, New Zealand or the Republic
of South Africa or to any resident thereof; or (iv) taken or transmitted into or distributed in Japan or to any resident thereof. Any failure to comply
with these restrictions may constitute a violation of the securities laws or the laws of any such jurisdiction. The distribution of this document in
other jurisdictions may be restricted by law and the persons into whose possession this document comes should inform themselves about, and
observe, any such restrictions.
The value of investments and the income from them can fall as well as rise. An investor may not get the amount of money he/she invests.
This document may include statements that are, or may be deemed to be, forward-looking statements. The words "target", "expect",
"anticipate", "believe", "intend", "plan", "estimate", "aim", "forecast", "project", "indicate", "should", "may", "will" and similar expressions may
identify forward-looking statements. Any statements in this document regarding the Company's current intentions, beliefs or expectations
concerning, among other things, the Company's operating performance, financial condition, prospects, growth, strategies, general economic
conditions and the industry in which the Company operates, are forward-looking statements and are based on numerous assumptions regarding
the Company's present and future business strategies and the environment in which the Company will operate in the future. Forward-looking
statements involve inherent known and unknown risks, uncertainties and contingencies because they relate to events and depend on
circumstances that may or may not occur in the future and that may cause the actual results, performance or achievements of the Company to
differ significantly, positively or negatively, from those expressed or implied by such forward-looking statements. No representation or warranty,
express or implied, is made regarding future performance or the achievement or reasonableness of any forward-looking statements. As a result,
recipients of this document should not rely on forward-looking statements due to the inherent uncertainty. Save as required by applicable law or
regulation, the Company undertakes no obligation to publicly release the results of any revisions to any forward-looking statements in this
document that may occur due to any change in its expectations or to reflect events or circumstances after the date of this document. No
statement in this document is intended to be, nor should be construed as, a profit forecast.
This document includes certain track record information regarding Sturgeon Capital. Such information is not necessarily comprehensive and
potential investors should not consider such information to be indicative of the possible future performance of the Company or any investment
opportunity to which this document relates. The past performance of Sturgeon Capital is not a reliable indicator of, and cannot be relied upon
as a guide to, the future performance of Sturgeon Capital or the Company.
By accepting this document or by attending any presentation to which this document relates you will be taken to have represented, warranted
and undertaken that: (i) you are a relevant person; (ii) you have read and agree to comply with the contents of this disclaimer; and (iii) you will
treat and safeguard as strictly private and confidential all the information contained herein and take all reasonable steps to preserve such
confidentiality.
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