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I. PROJECT DESCRIPTION1

 
 

A. Rationale 
 

1. Since the 1980s, the economy of Bhutan has grown steadily at more than 5% per 
annum, which has created jobs. Policy makers kept the high growth rate going by admitting 
expatriate labor from neighboring countries. At appraisal, it was estimated that 50,000 expatriate 
workers were employed in Bhutan. Meanwhile, new Bhutanese entrants to the labor market 
were unable to take advantage of this employment growth, as they did not possess the skills in 
demanded, causing high unemployment among youths in Bhutan. The inability to meet 
domestic demand for labor with Bhutanese possessing appropriate skills was identified as a 
binding constraint on growth. The Government of Bhutan consequently wanted to restrict the 
inflow of expatriate workers and channel young Bhutanese into private sector employment. 
The Basic Skills Development Project (BSDP) addressed some of these issues with technical 
and vocational education and training (TVET).2

 
 

 
                                                
1 ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Kingdom of Bhutan for the Basic Skills Development Project. Manila. 
2  A project complementary to the BSDP was funded by a grant from the Japan Fund for Poverty Reduction. Aiming 

to promote skills development in rural areas, it was approved in 2006. 
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B. Expected Impact 
 

2. The BSDP was to provide improved and relevant training in employable skills to new 
graduates, the unemployed, youths, women, and people living in rural areas; it was expected to 
reduce urban unemployment of people in the 15–24 age group to the average national 
unemployment rate plus 2%. However, the report and recommendation of the President (RRP) 
did not mention a benchmark unemployment rate.  
 
C. Objectives or Expected Outcomes 

 
3. The BSDP was expected to (i) strengthen institutional capacity to ensure the delivery of 
basic skills training relevant to market needs and commensurate with the capacity of 
beneficiaries, (ii) increase access to basic skills training by expanding TVET and rehabilitating 
and establishing facilities, (iii) improve the quality of basic skills training by strengthening links 
with the private sector, and (iv) promote the use of basic skills by developing employment 
guidance and job placement services.  

 
D. Components and Outputs  
 
4. The BSDP had three components: (i) institution building that focused on (a) policy 
development, (b) industry liaison and publicity, (c) management strengthening, and (d) the 
alumni administration system; (ii) expanding access to basic skills, training, and employment by 
(a) promoting equitable skills, (b) opening new training institutes, (c) forging private sector 
partnerships, (d) setting up a community access unit, and (e) establishing a job placement 
office; and (iii) improving the quality of basic skills training by (a) developing the labor market 
information system, (b) establishing industry training committees, and (c) promoting a skills 
training resource unit. 

 
E. Provision of Inputs 

 
5. Toward meeting the BSDP’s cost of $12.5 million, the Asian Development Bank (ADB) 
provided a loan of $7.0 million. German development cooperation through GTZ provided parallel 
financing of $2.5 million, and the government financed the remaining $3.0 million. These 
resources were to finance civil works, equipment, furniture, vehicles, training and workshops, 
project implementation costs, and international and domestic consulting services.  
 
6. As per the financing plan, ADB was to finance most of the capital expenditures, and the 
government was to finance land acquisition, utilities, community labor, recurrent costs, and part 
of capital expenditure as required. GTZ agreed to finance long- and short-term experts, external 
training, office communication equipment, two vehicles, media and teaching equipment, and 
spare parts. As appraised, ADB was expected to finance foreign exchange costs amounting to 
$4.3 million and local currency costs totaling $2.7 million. Further, civil works were to be 
financed up to 74%: 21% in foreign exchange and 53% in local currency costs. 
 
F. Implementation Arrangements  

 
7. A project steering committee chaired by the director of the National Technical Training 
Authority (NTTA) monitored and guided project implementation. The project implementation unit 
(PIU) was established in the NTTA, with the government shouldering its full cost. Component 3 
of the BSDP, focusing on the quality of basic skills training, was to be fully implemented by GTZ 
with its own PIU (footnote 1, page 20). The RRP mentioned that this component was subject to 
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review and change, if necessary, during implementation. The government would consult ADB 
about any such major changes in project scope. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS  
  
A. Relevance of Design and Formulation  

 
8. Based on the project completion report (PCR), the BSDP was consistent with the 
government’s development strategy and Bhutan’s 5-year development plans.3 ADB had been 
involved in TVET in Bhutan earlier. In 1990, it provided a loan4 accompanied by technical 
assistance (TA).5 In 1999, project preparatory TA assisted the formulation of the BSDP.6 
In 2000, ADB engaged in a policy dialogue with the government under advisory TA that focused 
on the institutional development of the NTTA.7 The TA was completed successfully.8 In 2001, 
advisory TA was approved for implementation alongside the BSDP.9 The TA completion report 
assessed the TA as highly successful.10

 

 Despite frequent TA inputs, BSDP design had 
problems in its formulation, which are discussed below.  

9. Fragmented management design. The government was fully in charge of the PIU, 
which it paid for with its own funds.11 GTZ was in charge of component 3, on policy issues 
concerning improving training quality, consultants’ expertise, media communication, and 
software including the labor market information system (footnote 3, page 6).12

 

 ADB, on the other 
hand, financed most of the capital expenditures. The BSDP’s successful completion was thus 
contingent on the three agencies having a harmonious and seamless working relationship. 
Despite best efforts by project personnel, however, coordination challenges resulting from this 
set-up caused implementation problems. The government could not provide adequate staff to 
relieve PIU staff shortages until the BSDP mid-term review, which slowed project 
implementation. The project completion report (PCR) reported that fragmented management 
design also caused project inputs to be mismatched, as the equipment and curriculum did not 
match and supplies were not received in time. GTZ’s inputs were reportedly incomplete, and 
little progress was made in the competency-based training programs. ADB staff had to make 
extra efforts to adjust to changes in land sites, construction schedules, and staffing issues.  

10. Timing of institutional changes. The timing of sector reforms and the launch of the 
loan-financed project were problematic. The NTTA had just been established and had no track 
                                                
3 ADB. 2010. Completion Report: Basic Skills Development Project in Bhutan. Manila. 
4 ADB. 1990. Report and Recommendation of the President to the Board of Directors: Technical and Vocational 

Education and Training Project. Manila. 
5 ADB. 1990. Technical Assistance to Bhutan for Institutional Improvements in Technical and Vocational Education 

and Training Project. Manila. 
6 ADB. 1999. Technical Assistance to Bhutan for Basic Skills Development. Manila. 
7 ADB. 2000. Technical Assistance to Bhutan for the Institutional Development of the National Technical Training 

Authority. Manila. 
8 ADB. 2002. Technical Assistance Completion Report: Institutional Development of National Technical Training 

Authority in Bhutan. Manila. 
9 ADB. 2001. Technical Assistance to Bhutan for Institutional Development of the Department of Employment and 

Labor. Manila. 
10  ADB. 2003. Technical Assistance Completion Report, Institutional Development of the Department of Employment 

and Labor. Manila. 
11 The project had one PIU established under the NTTA, which later restructured into the Department of Human 

resources under the Ministry of Labor and Human Resources. The PIU was responsible for implementing 
components 1 and 2. 

12 GTZ provided a chief technical advisor to the Policy and Planning Department of the Ministry of Labor and Human 
Resources to implement component 3. GTZ has its own office on the premises of the Ministry of Labor and Human 
Resources. The advisor, project director, and manager meet weekly. 
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record for handling a full-fledged loan project like the BSDP. Nevertheless, the newly 
established NTTA was made executing agency of the BSDP. At the time of processing the 
BSDP, ADB TA was engaging the government in policy dialogue, addressing issues related to 
the institutional development of the NTTA. ADB approved the loan in 2001, and in the same 
year the NTTA was restructured into the Department of Employment and Labor. In 2003, this 
department was transformed into the Ministry of Labor and Human Resources. This series of 
changes affecting the executing agency adversely affected the arrangements envisaged in the 
RRP and the loan agreement (Government PCR, para. 51). The Bhutan country assistance 
program evaluation (CAPE) also noted that the timing of assistance to expand vocational 
training institutes (VTIs), which commenced prior to the effective restructuring of the TVET 
system because of delays in GTZ related assistance, reduced its effectiveness.13

 
  

11. The PCR found project relevance to be low from the perspective of employers. It noted 
that, while strengthening linkage with industry was a key project objective, industry involvement 
was limited, causing the perception that course contents and the quality of graduates did not 
meet the country’s needs. The BSDP design did not fully reflect actual private sector demand 
for vocational and technical skills, nor did it pay sufficient attention to hiring practices prevalent 
in the various sectors. The CAPE noted that recommended approaches to providing vocational 
training through the private sector did not adequately consider the lack of adequate industry 
skills in Bhutan.  
 
12. Cost estimates and the financing plan. The PCR notes that splitting civil works costs 
between foreign and local currencies, as given in schedule 3 of the loan agreement, was 
unrealistic. Foreign currency costs were underestimated, and the project faced financial 
problems. During implementation, this proportion had to be drastically modified to 70% foreign 
currency and 4% local to accommodate actual foreign exchange and local currency costs 
(footnote 3, para. 24). The project staff was able to rectify the problem only in December 2006, 
5 years after project approval. Project costs and the financing plan should have received better 
attention during project design.  

 
13. Provisions and sequencing design. Another design limitation emerged during 
implementation, according to the PCR, when it was discovered that teachers had not 
themselves been trained on the new equipment or the new curriculum, making the training of 
students difficult. Likewise, there was no provision for student hostels in the new training 
institutions, depressing enrolment in remote and sparsely populated regions. This increased unit 
cost and threatened the sustainability of the training programs. The absence of hostels 
particularly discouraged the enrolment of female students.  

 
14. The PCR rated the BSDP highly relevant. Given the design and formulation limitations 
mentioned above,, this validation downgrades the rating to relevant, while agreeing with the 
PCR that TVET remains a priority for future ADB operations. 

 
B. Effectiveness in Achieving Project Outcomes  
 
15. The PCR rated the BSDP effective in achieving project and program objectives. 
Significant expansion in TVET took place in rural areas. Instead of seven, six VTIs were 
constructed or upgraded. The rural population benefited from the village skills development 
program and the construction of service centers and school-based vocational clubs. These 
developments are likely to improve employment opportunities for the needy in the future.  

                                                
13 ADB. 2010. Country Assistance Program Evaluation: Bhutan. Manila. The CAPE rated the BSDP partly successful.  
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16. This validation report downgrades the BSDP rating to less effective because a number 
of important outputs and outcomes were not fully achieved and the problem of unemployment in 
Bhutan remains a major concern after completion.14

(i) Although competence-based skills training, testing, and certification were at the 
heart of the BSDP, progress has been slow. The PCR notes that these were the 
key elements in reforming the TVET system but were expected to be introduced 
only in August 2010, after the BSDP had closed.  

 (footnote 3, para. 36). Some of the partly 
achieved outcomes and outputs are as follows. 

(ii) The labor market information system never became functional, according to the 
PCR, truncating understanding of labor market trends.  

(iii) BSDP implementation failed to attract adequate private sector interest in the 
project. The Industry Liaison and Publicity Unit was ineffective, as a lone staff 
member was provided to undertake this activity. 

(iv) The inadequate involvement of the private sector did not allow the development 
of a cost-sharing policy in Bhutan (footnote 3, para. 8). 

(v) The Bhutan CAPE noted that VTIs struggled to attract trainees and operated at 
less than 50% capacity in 2009, then went on to discuss factors and issues 
affecting effectiveness (footnote 13, paras 28 to 31). 

 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 
 
17. The PCR rated BSDP resource use toward achieving outputs and outcomes partly 
efficient. This validation agrees with the PCR assessment. The PCR carried out no economic 
internal rate of return or least-cost analysis. In accordance with Independent Evaluation 
Department guidelines, this validation rates project efficiency less efficient for the following 
reasons: 

(i) A significant proportion of the resources was used for purposes other than those 
identified at appraisal, such as constructing and equipping offices for the Ministry 
of Labor and Human Resources. Project outputs were achieved over a longer 
period, and many of them have so far been only partly utilized.  

(ii) As site selection decisions were not carried out appropriately, one site was 
damaged by flash floods twice, in 2005 and 2009, wasting resources.  

(iii) The fellowship program was not implemented properly. Instead of strengthening 
TVET, fellowships were provided for more general subjects, earning participants 
master’s degrees in public administration (12 person-months) and master’s 
degrees in industrial and employment relations (18 person-months).  

(iv)  A number of financial irregularities during project implementation are being 
investigated, and ADB will be kept informed of the findings. 

 
D. Preliminary Assessment of Sustainability  
 
18. The PCR rated the BSDP’s achievement likely sustainable. This validation agrees with 
the rating. The government is committed to upgrading the skills and capabilities of Bhutanese 
citizens and invested $3 million of its own resources in the BSDP. Major sector institutions have 
been restructured and are ready for further growth. However, the key to sustainability lies in 
facilitating greater involvement of the private sector in implementing TVET and in developing 
cost-sharing arrangements. Likewise, the issues of cost-recovery for VTIs, the lack of spare 

                                                
14 Bhutan. 2010. Labour Force Survey Report. The labor survey revealed some improvement in the employment of 

young entrants into the labor market. The unemployment rate reportedly declined from 4% to 3.3% in 2010.  
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parts for training equipment, and training materials, and their effect on training delivery, have yet 
to be resolved. 
 
E. Impact  
 
19. The PCR rated the BSDP’s impact significant. This validation downgrades the impact 
rating to moderate. While the VTIs have been constructed and may eventually attain an 
appropriate level of utilization, the relevance of the project was less appreciated by employers 
(footnote 3, para. 54).  
 

III. OTHER PERFORMANCE ASSESSMENTS  
  
A. Performance of the Borrower and Executing Agency  

20. The PCR rated the performance of the borrower and the executing agency satisfactory. 
However, this validation downgrades the executing agency’s performance to partly satisfactory 
because of two sets of critical issues. First, there have been repeated changes in the sites 
selected and made available to the project for VTIs. Difficulty with land acquisition issues has 
caused delays and wasteful expenditure. The government noted that recruiting construction 
supervisors on a contract basis was not a good decision on the part of the executing agency 
because contractors were hard to trace and hold accountable once the contract was over. More 
importantly, there have been a number of financial irregularities under the BSDP (footnote 3, 
para. 10). These are currently under investigation and need to be resolved soon. Appropriate 
lessons will need to be learned from this experience so that irregularities do not recur. 
 
B. Performance of the Asian Development Bank  

21. The PCR rated ADB’s performance satisfactory. This validation concurs with the rating. 
It was primarily at the design stage that a number of shortcomings affected ADB’s performance. 
Coordination was lacking between the two advisory TA projects and the processing of the 
BSDP. Likewise, a number of limitations affected the formulation and design of the project. That 
said, ADB staff administered the project quite effectively, commendably resolving many 
problems that the project faced through its good rapport with the executing agency and the 
government. The resolved problems were well documented in a number of memoranda of 
understanding that the loan review missions prepared. 
 
C. Others 

22. The PCR mentioned financial irregularities that the government is now investigating 
upon the recommendation of the Royal Audit Authority. Likewise, the PCR explicitly discussed 
gender-related outputs. There was no discussion on environment safeguards in the main text, 
as the project had no adverse environmental impacts. Appendix 13 of PCR noted that the 
project complied with all environmental covenants. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 

A. Overall Assessment and Ratings 

23. The BSDP was an important project for enabling young entrants to the labor market of 
Bhutan to participate in the country’s rapid economic growth. These young entrants needed 
skills to compete with expatriate labor. The project succeeded in setting up six VTIs in rural 
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areas. Further, it helped Bhutan streamline its administration of employment, labor, and training. 
TVET continues to be relevant to the economy.  

 
24. The PCR rated the BSDP highly relevant. This validation, however, downgrades the 
rating to relevant, largely because of the deficiencies in the formulation and design of the 
project: (i) the fragmented design of project management, (ii) the lack of coordination between 
loan processing and advisory TA to restructure the executing agency, (iii) insufficient 
understanding of private sector operations and the sector’s use of expatriate labor in Bhutan, 
and (iv) the project’s unrealistic cost estimates and financing plan.  

 
25. Validation also downgrades the PCR rating of effectiveness to less effective as a 
number of output and outcomes were only partly achieved. Nonetheless, validation concurs with 
the PCR ratings partly efficient and likely sustainable.  

 
26. A notable feature of the BSDP is that ADB project personnel demonstrated strong 
commitment to resolving a number of problems during implementation. They overcame design 
limitations and improvised project implementation by resolving logistics and site-related issues. 
On the negative side, the PCR cited a number of financial irregularities during project 
implementation, which are currently under investigation. They should be resolved as soon as 
possible, and precautions should be put in place to avoid recurrence. 

 
Table: Overall Ratings 

 
Criteria PCR IED Review Reason for Disagreement & Comments 
Relevance Highly 

relevant 
Relevant A number of design issues discussed in detail in paras. 

8–14 reduced project relevance. 
Effectiveness in 
achieving outcome 

Effective Less effective A number of outputs and outcomes were only partly 
achieved (see paras. 15–16). 

Efficiency in achieving 
outcome and outputs 

Partly 
efficient 

Less efficient 
 

The less efficient rating is based on IED Project 
Completion Report Validation guidelines.  

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Likely 
sustainable 

 

Borrower and executing 
agency 

Satisfactory Partly 
satisfactory 

Repeated changes in site selection and land 
acquisition issues caused delays and wasteful 
expenditure. As per the PCR, there were a number of 
financial irregularities, which are currently under 
investigation.  

Performance of ADB Satisfactory Satisfactory  
Impact Significant Moderate Validation downgrades the rating based on the 

discussion in para. 19.  
Overall Assessment Successful Partly 

successful 
The revised rating comes to 1.4, which is partly 
successful. 

Quality of the PCR  Satisfactory  
ADB = Asian Development Bank, BBDP = Basic Skills Development Project, IED = Independent Evaluation 
Department, PCR = project completion report, TA = technical assistance. 
 
B. Identification of Lessons 

27. The PCR identifies a number of useful lessons, with which this validation concurs while 
suggesting a few more. The formulation and design limitations of the BSDP reveal the need for 
better understanding of sector issues. Thus, even when ADB is working with a development 
partner reputed to have sector expertise, it remains important for ADB to have sufficient 
understanding of the issues to be able to address the developing member country’s capacity 
problems. This is especially important during implementation when other development partners 
have departed from the scene.  
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C. Recommendations for Follow Up  

28. The PCR makes a number of recommendations, which this validation supports without 
making additional recommendations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP  
 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

29. Under the BSDP, there was some confusion between benefit monitoring and evaluation 
indicators and the monitoring of project implementation. For example, one memorandum of 
understanding observed that benefit monitoring and evaluation had already been part of the 
day-to-day project implementation. (footnote 3, para. 14) Meanwhile, the design and monitoring 
framework did not have quantifiable indicators for the purpose of the BSDP. 
 
B. Comments on Project Completion Report Quality  
 
30. This validation assesses PCR quality to be satisfactory. It was candid and adequately 
detailed to provide insights into project preparation and implementation. During 
implementation, names of certain components were changed. To facilitate comparison with 
the RRP, the PCR opted to use the original names, which is appreciated. The PCR followed 
project performance evaluation report guidelines but failed to apply them in calculating 
numerical estimates of the performance criteria. The revised rating comes to 1.4, which is 
partly successful. 
 
C. Data Sources for Validation 

31. Data sources are the project RRP and PCR, the government’s PCR, TA completion 
reports and other TA documents, the CAPE for Bhutan, and other project-related documents.  
 
D. Recommendation for Independent Evaluation Department Follow-up 

32. No recommendations are made for the Independent Evaluation Department to follow-up 
on this project.  
 



 
 

REGIONAL DEPARTMENT’S RESPONSE TO THE PROJECT COMPLETION REPORT 
VALIDATION REPORT 

 
 

1. The Independent Evaluation Department (IED) received a final response to the 
validation report from the Human and Social Development Division (SAHS), South Asia 
Department. The division agreed with the downgrade of the effectiveness rating from effective to 
less effective but disagreed with the downgrade of the relevance rating from highly relevant to 
relevant. The following arguments were brought forward:  
 

The design of the management structure was not fragmented as the 
validation report indicates. SAHS wrote: “The project had one PIU established 
under the National Technical Training Authority (NTTA), which later restructured 
into Department of Human Resources (DHR) under the Ministry of Labor and 
Human Resources (MOLHR). The PIU costs were all born by the Government, 
and the PIU was fully responsible for the implementation of components 1 and 2. 
German Technical Cooperation (GTZ) provided a chief technical advisor (CTA) to 
the Policy and Planning Department of MOLHR to implement component 3. The 
Validation Report suggests that ADB should control implementation but it is 
against Paris Declaration principle. ADB didn’t intend to control the 
implementation. There has been close coordination among the EA, GTZ and 
ADB. All these three components were implemented under the MOLHR in a 
highly coordinated manner. There were regular weekly meetings to ensure close 
coordination among project management teams at the MOLHR.” 
 
The timing of institutional change was appropriate, unlike what the 
validation report indicates. SAHS wrote: “The Validation Report refers to three 
problems: (i) weak capacity of NTTA as the EA; (ii) approval of the project while 
anticipating institutional changes; and (iii) institutional changes that have 
interrupted the project implementation. Institutional capacity building is the first 
component of the Basic Skills Development Project (BSDP), and BSDP and 
related TAs aimed to build the capacity of key agencies to implement series of 
institutional changes that resulted in the establishment of MoLHR. Establishment 
of a ministry requires complex political process, with its own timing and 
dynamics. Under the BSDP, ADB supported the establishment of MoLHR, and 
MoLHR undertook critical reforms to prioritize TVET sector, develop the key 
TVET policies and regulations, and institutionalize the Bhutan Vocational 
Qualification Framework and the TVET Strategy for Public-Private Sector 
Partnership. We are pleased to inform that many of the reform initiatives MoLHR 
has been undertaking since the completion of the BSDP have followed the policy 
framework developed under BSDP. Without the establishment of MoLHR as a 
single agency responsible for TVET and the TVET policy framework, the 
Government’s ensuing reform initiatives may have remained fragmented across 
different agencies and therefore less effective if at all pursued. ADB’s support for 
policy framework and institutional capacity development has been highly 
appreciated by the Government. Such institutional capacity development typically 
takes time and efforts, often requires dynamic process where institutional 
changes and policy implementation should go hand-in-hand. This is a crucial 
achievement. Issues in the labor market and skills development in Bhutan are 
difficult to solve with one or two project as there are structural issues such as 
weak private sector and people’s perception on desirable job categories.”  



 

 
2. The IED agrees with SAHS that the project has assisted the government in establishing 
“an institution with a clear mandate and capacity to pursue a long-term skills development 
strategy to meet such structural changes.” Nonetheless, IED does not agree to assessing the 
project as highly relevant based on the problems identified in the project design, and which have 
also been recognized in the project completion report. The set up was highly vulnerable to 
coordination problems and was highly reliant on government staff continuity, which was not fully 
achieved. The executing agency was new and changed in structure over the course of the 
project. It was not in good position to lead the reform process at the time. There were also other 
design problems, as discussed in this report’s paras. 10–11. IED visited the project and had 
interviews with key stakeholders as part of IED’s Country Assistance Program Evaluation for 
Bhutan in 2010. On this basis, IED stands by its rating of relevant, rather than highly relevant. 
Unfortunately, the downgrade of the effectiveness and relevance ratings resulted in a composite 
project rating of partly successful. 
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