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1. Sector Performance, Problems, and Opportunities 
 
1. India’s weak human capital and skill base is a key binding constraint which needs to be 
addressed urgently in order to reap its demographic dividend and facilitate inclusive growth. Of 
India’s working age group population (aged 15 to 59 years) of 431 million, 29% is illiterate and 
another 24% has studied only till the primary level or below. More than half of the labor force has 
very low levels of education or none at all. Only 17% of the labor force has senior secondary 
(grades 11 and 12) and higher levels (including diplomas, graduates, and above) of education. 1  
 
2. It is estimated that 57% of India’s youth suffer from some form of unemployability. While 
each year, nearly 13 million new workers join the labor force, the current annual skills training 
capacity is only 4 million. The quality of most of the graduates is below par. Surveys show that 
only 30% of India’s IT graduates, 25% of engineering graduates, 15% of finance and accounting 
professionals are suitable for employment. 2  Currently, many companies have to spend 
substantial resources in retraining their new workers which adds to their costs and erodes 
competitiveness. India’s skills training capacity needs to be strengthened urgently in terms of 
both, quality and quantity, to meet the labor market’s needs. The skills ecosystem has to be 
modernized by involving the private sector and drawing on international experience to establish 
occupation and competency standards and quality assurance systems. 
 
3. India’s labor market suffers from the following mismatches:3 
 

a) Geographic mismatch: The states experiencing rapid population growth (Uttar Pradesh, 
Bihar, Madhya Pradesh, and Meghalaya) have shown lower levels of job creation.      

 
b) Skills /Education mismatch: About 90% of the jobs require some form of vocational 

training and skills including functional literacy. Changes in technology are placing an 
increasing premium on skills and educational attainment. It is estimated that by 2020, 
more than 50% of the workforce in key sectors like manufacturing and trade will need to 
be educated to at least the secondary level.4  

 
c) Sectoral mismatch: Most government-run industrial training institutes and polytechnics 

are not adequately linked to the demand-side, and have become out-of-date over the 
years. The National Skill Development Corporation (NSDC) has been catalyzing private 
skills providers in emerging areas such as information technology (IT), retail, banking and 
financial services, construction, hospitality, healthcare, transport & logistics, and telecom. 
However, a lot more needs to be done.  

 
2. Government’s Sector Strategy 

 
4. In order to expand coverage and quality of skill development and secondary education, 
the Government of India launched two flagship programs in 2009—the National Skill 
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Development Mission (NSDM), and the Rashtriya Madhyamik Shiksha Abhiyan (RMSA) or the 
National Secondary Education Mission. These programs aim at strengthening India’s human 
capital base by enhancing the employability of its youth and work force, thereby facilitating 
“faster, sustainable, and more inclusive growth”—the core goal of the Eleventh and Twelfth Five 
Year Plans.     
 
Skill Development 
 
5. The National Skills Policy (NSP), 2009, which guides the NSDM, marks a paradigm shift 
from the traditional central government-led model of skill development and vocational training to 
one which involves the private sector and is more decentralized i.e. driven by the states as per 
their priorities. The NSP does not distinguish between public or private delivery but focuses on 
outcomes, users’ choices, and competition among training providers. It emphasizes the need to 
bridge existing divides between males and females (with the target of raising women’s 
participation to at least 30%), rural and urban areas, organized and unorganized sectors, and 
traditional and contemporary employment.  
 
6. A three-tier institutional structure-consisting of (i) the National Council on Skill 
Development chaired by the Prime Minister, (ii) the National Skill Development Coordination 
Board chaired by the deputy chairman of the Planning Commission, and (iii) the NSDC has been 
set up to fulfill this challenging mandate. NSDC, a potential game changer in skills development, 
was established in 2009 as a public−private partnership (PPP) under Section 25 of the 
Companies Act, 1956, for catalyzing skills development through private entities, and to 
supplement and revitalize government-led vocational training and skills development programs 
that have been the norm until now. Its mandate is to provide skills training to 150 million people 
by 2022. NSDC draws on the National Skill Development Fund, a 100% government-owned trust 
fund run by professional fund managers, to support the following activities.  
 
7. First, catalyze private sector investment in training and skill development in 20 
high-growth sectors and the unorganized sector. NSDC provides viability gap funding through 
loans, equity, or grants to build capacity in the technical and vocational education and training 
(TVET) segment.5 Second, develop an enabling environment for skills development. NSDC is 
mandated to lay down sector-specific competencies and quality assurance standards by 
facilitating the creation and effective functioning of sector skills councils (SSCs) as national 
partnership organizations involving all stakeholders from industry, labor, and academia.  
 
8. NSDC has been given close to $250 million by the government so far, but its total funding 
requirement till 2022 is estimated at $3.3 billion. It is expected to fully commit this amount by 
2014 to train over 60 million people by 2022. NSDC has already established SSCs in priority 
sectors such as automobile manufacturing, private security, energy, information technology and 
information technology-enabled services, health care, retail, and banking and financial services. 
In the FY2013 Union Budget, the Finance Minister of India has reinforced the need for NSDC to 
strengthen the curriculum and standards for training in different skills and supporting authorized 
certification bodies. Around $185 million has been earmarked to motivate 1 million youth to 
undergo vocational training and get certified.   
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Secondary Education 
 
9. Following the success in increasing primary school enrolment over the past decades, 
RMSA was launched to enhance universal access to secondary education by 2017 and universal 
retention by 2020. Under the program, all secondary schools will be provided basic minimum 
facilities in terms of class rooms, laboratories, libraries, art rooms, toilet blocks, drinking water 
provisions, and residential hostels for teachers in remote areas. Additional resources will also be 
spent on backward areas, and targeting girls and children from weaker sections. 
 
10. With increasing globalization of the Indian economy, there have been rapid structural 
changes leading to the decline in the share of agriculture and increase in the share of services in 
total gross domestic product (GDP). Research shows that returns to vocational training in terms 
of getting employment is far higher for those who have received secondary or higher secondary 
education as compared to those who are illiterate or may have studied only to the primary level. 
It is estimated that youth with only secondary education but no vocational training have a 20% 
chance of being unemployed. However, those with secondary education and vocational training 
have only 9% probability of being unemployed. Similarly, the estimated unemployment rate of 
higher secondary school graduates declines from 31% to 25% if they also avail of vocational 
training. 6 States such as Haryana and Himachal Pradesh have already introduced vocational 
training modules at the senior secondary level which will help the youth to supplement their 
school education with quality skills training to enhance their employability.  
 

3. ADB Sector Experience and Assistance Program 
 
11. ADB’s first loan ever in the human and social development sector in India is scheduled for 
ADB Board approval in 2013.7 The project will assist in operationalizing the Meghalaya State 
Skill Development Mission in line with the central initiative to encourage state-level Skill 
Development Missions (SDMs) to support placement-linked skill development through private 
training providers and enhance the results-orientation of public training agencies. The project will 
help in strengthening secondary education to improve the learning outcomes at the secondary 
level through innovative use of information and communication technology (ICT) materials and 
teacher training. This loan will provide a good model for future support to other states in India. 
ADB will also provide capacity development technical assistance (CDTA) to support NSDC. ADB 
has also been working with the Government of Odisha and Government of Bihar to explore 
possible areas of support to their respective SDMs. 
 
12. Drawing on international good practices and its experience in the area of skill 
development and secondary education in other countries such as Bangladesh, Nepal, Sri Lanka, 
Indonesia, and Viet Nam, ADB will assist the Government of India in enhancing employability of 
the youth. Given the challenging mandate of NSDM to skill 500 million people by 2022, and of 
RMSA to universalize secondary education by 2017, there is urgent need to implement these 
Missions effectively in the states. In particular, ADB will adopt the following strategy to support 
national (“wholesale” approach) and state level (“retail” approach) initiatives focusing on human 
capital development: 
 
13. Support NSDC in implementing its mandate of strengthening the skills ecosystem 
and catalyzing PPPs in skill development: At the national level, ADB will provide capacity 
building assistance to NSDC to operationalize two SSCs and support the Skill Development 
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Missions (SDMs) of two special category states (e.g. Assam and Tripura). This would provide a 
template to assist the operationalization of other SSCs and SDMs.  
 
14. Support the SDMs of selected states: While most states have set up SDMs, they need 
assistance in operationalizing them effectively and drawing from best practices. ADB will build 
the capacity of selected SDMs to undertake skill-gap analysis, assess the changing demands of 
the market, and plan and execute outcomes-based skills training programs as per a coherent 
strategy. It will help the states in meeting the “skills gap”, i.e. the part of their targets which are 
not being met currently under ongoing government schemes, by catalyzing PPPs in skills training 
and by strengthening public training institutions with proven track record. Monitoring and 
evaluation, and due diligence systems will be set up for tracking the effectiveness of skills 
training, ensuring accountability, and drawing lessons. Discussions are currently ongoing with 
Assam, Bihar, Odisha, and Tripura in this regard. 
  
15. Support human capital development and skill development (particularly for 
infrastructure) in selected states: Support for human capital development will be dovetailed 
with that for strengthening secondary education where required. As noted in para 11, the 
proposed $100 million loan for Meghalaya, sets the stage for this initiative. Further, skill 
development in infrastructure oriented sectors, such as transport-logistics, construction, energy, 
and urban etc., will be accorded high priority.   
 
16. Support skill development through selected ministries: ADB will also explore the 
scope for supporting selected Ministries (e.g. Ministry of Labor and Employment and Ministry of 
Commerce and Industry) in strengthening their skill development programs. 
  
17. Prepare quality knowledge products to further policy dialogue: Since India’s 
initiative in the area of PPP-led skill development is relatively new, ADB will support studies on 
SSCs, skill-gap analyses, and impact evaluations of skill development programs. Assessments 
will also be made on how SDMs can be made more effective, and how the states can link up with 
NSDC’s PPP-led initiatives. Workshops will be organized to disseminate the findings and to 
enrich the policy dialogue.  
 
18. ADB will catalyze PPPs to ensure that skill development is linked to demand and results 
in productive employment. It will use innovative ICT applications to improve delivery of skills 
training and secondary education, introduce vocational modules selectively at the secondary 
level, and focus on M&E to improving monitoring and tracking of results. Steps will be taken to 
ensure that skill development programs for girls and women do not focus narrowly on ‘women’s’ 
only sectors but are designed to encourage women’s participation in diversified trades and non–
traditional occupations including in emerging technology areas. ADB will also ensure that the 
curriculum and teaching materials reflect a positive attitude towards girls and women, and 
enhances their capacity and role in society. Skills training focusing on the weak capacity states 
and in priority sectors such as construction, infrastructure, health, retail, and the informal sector 
will offer finance plus in terms of facilitating PPPs, piloting innovations, and focusing on results, 
thereby, reinforcing the Government of India’s efforts in the area of human capital development. 
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PROBLEM TREE FOR EDUCATION 
 

 
EFFECTS  
 
 
 
 
 
 
 
 
 
CORE PROBLEM 
 
 
 
 
 
 
 
 
 
CAUSES 

Poor learning environment, 
especially in secondary and senior 
secondary schools 

Skill development programs 
outdated and the skills ecosystem 
and quality assurance standards 
weak 

Poor delivery of skill development 
and secondary education in most 
states 

Weak school infrastructure; 
outdated rote learning; high 
proportion of untrained 
teachers; and lack of 
accountability 

Weak links between 
formal education and 
vocational skills training 

Skill development 
programs designed by 
central Ministries are not 
adequately linked to 
private sector demand 

States lack funds and 
capacity to effectively 
implement central 
programs 

Demand-Supply mismatch: 
Jobs without trained workers and 
trained workers without jobs 

Reduced competitiveness: 
Industry spending huge sums on 
retraining workers to meet minimum 
standards  

Constrains inclusive growth and 
worsens inequality: Workers stuck in 
low paying jobs. Widening gap 
between aspirations and reality without 
jobs  

 

WEAK HUMAN CAPITAL 
(Low employability of 

youth/workforce) 

Source: Asian Development Bank 
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Sector Results Framework (Education, 2013–2017) 

EGM= effective gender mainstreaming; PPP = public-private partnership. 
 
Source: Government of India, Planning Commission. 2012. Twelfth Five Year Plan. New Delhi.    

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes 
with 
ADB 

Contribution 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased 
educational 
attainment of 
skilled labor 
force 

25% of workforce has 
formal skills in 2017 (2011 
baseline: 12%)  
 
20% of males and 15% of 
females aged 15–29 have 
received and/or are 
receiving formal 
vocational training in 2017 
(2004–2005 baseline: 9% 
[men] and 6% [women])  
 
100% gross enrollment 
rate in secondary 
education (class IX–X) in 
2017 (2011 baseline: 
66.7% [boys] and 58.5% 
[girls]) 

Employment-linked 
skill development at 
the national and 
state levels, and 
strengthened 
secondary education 
system in selected 
states 

(i) Skills certification 
provided to 50 million 
non-farm workers by 
2017 (2011 baseline: 0) 
 
(ii) Skills training 
provided to 500 million 
youth by 2021 (2011 
baseline: 0) 
 
(iii) 3,000 industrial 
training institutes (ITIs) 
set up through PPP by 
2017 (2011 baseline: 0) 

(i) Planned key activity 
areas  
 

(a) Technical education and 
vocational skill training (80% 
of funds) 
 
(b) Secondary education 
(20% of funds) 
 
(ii) Pipeline projects: 2 

projects amounting to $150 
million for 2013-2015 
(including 2 projects 
categorized as EGM) 

Planned key activity 
areas/pipeline projects 

[Example from the 
Meghalaya project. Similar 
indicators will be prepared 
for other pipeline projects 
during processing] 

(a) 60,000 youth trained 
over the period 2014-2018; 
capacity of the Meghalaya 
State Skill Development 
Mission (in terms of 
undertaking skill-gap 
analysis undertaken, 
engaging and monitoring 
private skills providers) 
enhanced;  
 

(b) 3500 secondary school 
teachers trained/ retrained;  
 

(c) 117 secondary schools 
upgraded to improve 
learning outcomes 


