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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Led by the industrial sector, the economy of Viet Nam has grown rapidly since 1990s. 
As a result, employment in the manufacturing sector expanded faster than in the agriculture and 
service sectors. The demand for skilled and trained industrial workers was outpacing the supply. 
In 2010, only 13% of the workers had some level of technical and vocational education and 
training (TVET). The shortages were especially acute for externally funded enterprises. The Skills 
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Enhancement Project (SEP) sought to relieve this condition and prevent the shortage of skilled 
labor from becoming a bottleneck to future economic growth.1  
 
2. The previous TVET project of the Asian Development Bank (ADB) supported the passage 
of the Law on Vocational Training in 2006.2 This enabled Viet Nam to introduce important reforms 
in training and skills development under the Ministry of Labor, Invalids, and Social Affairs 
(MOLISA). These included advanced levels of training, involvement of private sector in skills 
development, and strengthening vocational education and training management.  
 
3. The college level vocational education and training system comprised 90 public and 
20 private institutions (hereafter vocational colleges). The project focused on 15 public and 
5 private vocational colleges for institutional development. Fifteen selected skilled occupations in 
high growth industries, important from Viet Nam’s development point of view, were identified in 
the sectors of automotive technology; electrical manufacturing; hospitality and tourism; 
information and communication technology; mechanical manufacturing; and transport, including 
navigation and shipping. The project emphasized on both information and communication 
technology, and hospitality and tourism noting that these have high potential opportunities for 
female workers.  
 
B. Expected Impact, Outcome, and Outputs 
 
4. The expected impact of SEP was a reduction in skills shortages in the 15 identified key 
occupations. The intended outcome was to establish higher level of skills training in the chosen 
occupations. The project supported the establishment of national systems and plans for 
vocational colleges. It identified specific increases in enrollment with breakdown according to 
gender and occupational categories. As such, the project sought to train highly skilled workers 
and technicians, whom the growth sectors were demanding. In addition, the design and 
monitoring framework (DMF) established the indicators of 30% increase in enrollments, 
20% increase in trained graduates, and 85% graduates from 15 occupational training programs 
to be employed within 6 months of graduation with all indicators denoting a 30% minimum number 
of females. 
  
5. The target project outputs were the strengthening of the General Department of Vocational 
Training (GDVT) and establishing vocational training information system (VTIS) to improve the 
quality and management of vocational training under MOLISA. For the vocational colleges, the 
target project outputs were upgrading at least 15 public and 5 private vocational colleges to deliver 
better priority occupational programs and strengthening training partnerships with industries to 
make them sustainable. The DMF identified detailed indicators for each output including full 
development of VTIS by 2015, accreditation of 40 programs by 2015, establishment of national 
skills standards by the second year, approval of 15 occupational training programs by the end of 
2012, and skills testing centers operational in vocational colleges with 1,000 workers and 2,500 
graduates (35% females) tested by 2015. In addition, the project planned to identify private 
vocational colleges that could use the line of credit financing (LCF) of the project to expand their 
enrollment and strengthen their linkages with private industries. 
  

 
1  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loans to Socialist 

Republic of Viet Nam for the Skills Enhancement Project. Manila. 
2  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Socialist 

Republic of Viet Nam for the Vocational and Technical Education Project. Manila. 
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C. Provision of Inputs 
 

6. The base cost of the project was $70.9 million, and the total cost was at $78 million 
including taxes and duties, contingencies, and interest. ADB financed it with two loans 
(hereafter the investment loan and the LCF) for $70 million from the Asian Development Fund. 
The government agreed to finance the remaining $8 million to provide for civil works, project 
management, and taxes and duties.  
 
7. The investment loan ($50 million) was earmarked for public vocational training system and 
carried soft terms. It had a duration of 32 years and carried an interest rate of 1% per annum 
during the grace period of 8 years and 1.5% thereafter. 
 
8. The LCF was for on-lending to private vocational colleges. The loan also had a duration 
of 32 years with an interest rate of 2.2% per annum. The government signed a subsidiary loan 
agreement with Vietnam Development Bank (VDB). Under this agreement, the government would 
provide on-lending to VDB funds using the Asian Development Fund hard-term rates plus a 
service fee with a term of 20 years, including a grace period of 5 years. VDB also signed a project 
agreement with ADB specifying terms and conditions of relevant project components relending 
and on-lending of the loan amount. VDB was to determine the final interest rate and to bear the 
foreign exchange risk. 
 
9. Even with the separate loans, the project provided common system-wide improvements 
in vocational training, namely human resource development and nonphysical inputs, etc., to public 
and private vocational colleges alike on a grant basis. All vocational colleges were to retain the 
revenue generated through short-term training programs.  
 
D. Implementation Arrangements 
 
10. MOLISA was the executing agency for both the investment loan and LCF. GDVT was the 
implementing agency for the investment loan and VDB was the implementing agency for LCF.  
 
11. The project was to be implemented from September 2010 and completed by the end of 
August 2015. It closed 2 years later in August 2017. A project steering committee, which included 
representatives from the Ministry of Finance, Ministry of Planning and Investment, State Bank of 
Vietnam, and professional and industry groups, were to guide the project. 
 
12. Procurement packages comprised international competitive bidding (14 contracts for a 
total of $25.7 million), national competitive bidding (18 contracts for $0.34 million), and shopping 
(15 contracts). Consulting services were to be engaged through quality and cost-based selection 
(seven contracts for $7.6 million) and consultant quality selection (eight contracts for $1.6 million). 
In addition, the project included five individual consultants for $0.2 million. During project 
preparation, financial management and procurement capacity concluded that both agencies have 
the capacity to carry out the project. 
 
13. The project faced start-up problems during its first 2–3 years (from February 2011 to 
December 2013), subsequently leading to delays in implementation. The midterm review 
reorganized the project, as MOLISA introduced new skills standards, training programs, and 
assessment tools (collectively called the Victorian model) for key occupational areas. This led to 
changes in some performance targets and planned activities that were no longer relevant.  
 



 4 

14. On completion, the total project cost was $54.4 million (69.7% of appraisal estimate). 
Disbursement of investment loan fell short from $50 million to $43.2 million and the LCF from 
$20 million to $5.2 million. The LCF faced difficulties related to its financing arrangements due to 
exchange rate and credit risks. There were also delays in recruiting consultants. At closing, the 
project supported 18 vocational colleges instead of 20 planned at appraisal. Of these, 15 were 
supported under an investment loan and 3 under LCF (including 2 private vocational colleges, 
which were not in the original list of 5 private vocational colleges). The project was closed before 
construction in one of the private colleges could be completed. 

 
II. EVALUATION OF PERFORMANCE AND RATINGS 

 
A. Relevance of Design and Formulation 
 
15. The project completion report (PCR) rated the project relevant. ADB identified SEP as an 
important medium- to long-term intervention to sustain the rapid industrialization of the 
Vietnamese economy. It sought to increase labor productivity, enhance value addition of 
Vietnamese products, and promote competitiveness of the economy. As such, SEP was in line 
with the development plans of the country, which envisaged improving the quality of human 
resources comprehensively and closely connecting enterprises and training facilities.3 SEP was 
also aligned with the 2012–2015 country partnership strategy of ADB for Viet Nam, which sought 
to improve skills development to meet the needs of the modernizing labor market and society.4 
It was also in accord with the Strategy 2020 of ADB and its emphasis on human resource 
development through enhanced technical education and vocational training.5 The focus of SEP 
on addressing the availability of skilled workers, especially in advanced and foreign funded 
enterprises, was appropriate.  
 
16. The focus of the project was appropriate in transforming government efforts and ADB 
training sector interventions beyond school level to higher (college level) technical education. 
SEP also engaged industrial enterprises including those in the private sector in enhancing the 
ability and performance of workers. The project pioneered the development of vocational colleges 
in Viet Nam as well as strengthened facilities for the training of industrial workers during  
pre-service and in-service period. This was also in line with the support from other partners, 
especially Australia and Germany.  
 
17. ADB had been involved in skills development in Viet Nam, but most of these interventions 
were launched through educational institutions at school level. SEP instead focused on higher 
level of education and on industrial workers, and was implemented through labor and employment 
agencies, which had little prior experience with development assistance. This was an important 
innovation although it was unclear if ADB provided adequate preparation to the executing and 
implementing agencies.  
 
18. Given the new approach, the project chose to limit its focus to 15 occupations. However, 
even this turned out to be ambitious. The project design straddled both the public and private 
vocational colleges, which rendered the design more complex. Both MOLISA and VDB faced 
difficulties in responding to the project’s expectations, especially with regard to the LCF 
arrangements in relation to credit and foreign exchange risks. It took more than 3 years for the 
on-lending contract to be sorted out and signed.  

 
3 Ministry of Planning and Investment. Socio-Economic Development Strategy, 2011–2020. Ha Noi. 
4 ADB. Country Partnership Strategy: Viet Nam, 2012–2015. Manila. 
5 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila. 
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19. At the time of design, the project did not fully specify the equipment procurement 
component. This may have been appropriate at the time of preparation, given the need to be 
flexible. However, the assessment showed that the executing agency and VDB did not have 
adequate capacity. This particularly affected private colleges, which did not have adequate 
support. This shortcoming was addressed only during the midterm review. In view of this, the PCR 
noted that the project might have inadvertently disadvantaged the private vocational colleges and 
that disbursement projections were unrealistic at the time of effectiveness.6 

 
20. More importantly, the report and recommendation of the President (RRP) did not describe 
or provide any information on vocational colleges, which were the main instruments of delivering 
training in the pre-identified occupations across sectors. Thus, it is unclear if the project design 
reflected a realistic understanding of the implementing agencies and their capacity to provide the 
required services.  
 
21. Even with the design limitations, this validation assesses the project relevant. In light of 
the rapid industrialization in Viet Nam, the broad focus of the project was appropriate. 
The selection and choice of occupational categories were appropriate. The project continues to 
be relevant for the ongoing industrialization of the economy and it remains consistent with the 
2016–2020 country partnership strategy of ADB for Viet Nam. 
 
B. Effectiveness in Achieving Project Outcome and Outputs 
 
22. The PCR rated SEP effective. The project substantially achieved its enrollment targets 
for student training in public vocational colleges for the 15 key occupational categories. However, 
the project faced a number of impediments, which resulted in partial achievements in other areas. 
The project faced start-up problems during 2010–2013 and only began to yield outputs after the 
midterm review. This limited the amount of time the project had to complete all the intended 
outputs and outcome. Deficient day-to-day project implementation arrangements, especially 
between executing and implementing agencies, resulted in the need for repeated realignments 
and approvals from decision-makers. As such, a number of the envisaged outputs had to be 
dropped and outcome indicators foregone.  
 
23. An important change in output during implementation related to wholesale switching of the 
agreed skills standards for the 15 chosen occupational categories to another set of standards, 
which had originated under an Australian training initiative (known as the Victorian model). 
Much of the project’s preparatory work and consultants’ time had already been spent when 
MOLISA decided to change the standards. It is unclear if ADB was involved in the policy dialogue 
associated with the adoption of the Victorian model or if ADB was aware of this dialogue. 
The outputs of ADB on standards were left for MOLISA to use as appropriate in conjunction with 
the new Victorian model approach. The change disrupted the quantity and the specification of 
equipment that was to be procured under the project. The revisions entailed preparation of fresh 
procurement packages and new rounds of approvals from MOLISA, GDVT, and ADB. This added 
further to time slippage and adversely affected the outputs and outcome. 
  
24. During implementation, outputs and outcome indicators related to the private vocational 
colleges were also substantially reduced. The VDB which was the implementing agency for the 
private vocational college component, noted that it is difficult to use LCF due to the high interest 
rates and foreign exchange risk involved. It took the government, VDB, and ADB more than 
3 years to agree to the on-lending agreement. Vietnam Development Bank also faced procedural 

 
6 ADB. 2019. Completion Report: Skills Enhancement Project in Viet Nam. Manila, para. 43. 
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issues in verifying the financial soundness of the interested private vocational colleges. It faced 
difficulties in determining the magnitude of financial assistance to be given to the interested 
private vocational colleges. The applicability of the national procurement law for the private 
vocational colleges was also unclear. Only three vocational colleges (including two, which were 
not in the original list), compared to the envisaged five vocational colleges, participated in the 
project. Only 26% of the LCF was disbursed (para. 14). The project was closed even before the 
construction activities in one of the private vocational colleges could be completed and the LCF 
component remained partially completed. 
 
25. SEP envisaged a VTIS for the country. The project financed consultants’ inputs to design 
it. After the design was completed and VTIS was prepared, the government decided to develop 
its own more comprehensive nationwide information system. Likewise, some other outputs and 
outcome indicators were also adjusted downwards during the midterm rescoping exercise. 
For example, the number of technical training programs for accreditation was reduced from 
40 to 20. The training of enterprise trainers was dropped from the project. The number of teachers 
linked with industrial training was reduced. Similarly, some studies were also dropped from 
the project.  
 
26. On gender, the project design emphasized clear guidelines for ensuring gender equity. 
The PCR included a detailed and comprehensive report on the gender activities of SEP. It noted 
that, in general, the quantitative targets as laid out in the Gender Action Plan could not be met 
and were unrealistic.7 For example, the project did not meet the target of 30% increase in female 
graduates. The accomplishments included a module on gender issues integrated into the pilot 
vocational teacher development program and it was used to train 363 teachers (45% female). 
Gender aspects were also included in training related to enterprise relations units. This program 
trained 362 participants (37% female). The project also included proactive work such as codes of 
conduct and training to prevent sexual harassment in vocational colleges. The project initiated 
specific actions to promote female students in nontraditional sectors. However, the gender 
strategy was implemented in the private vocational colleges. There were no major social 
safeguard issues related to SEP. 
 
27. This validation assesses the project less than effective. Taking all the changes, shortfalls, 
and adjustments in view, it is clear that while the project managed to provide training through 
public vocational colleges, it could not establish national skills standards as this component was 
overtaken by the Victorian model. It also could not enable the development of industrial training 
through private sector vocational colleges due to problems with on-lending arrangements. 
 
C. Efficiency of Resource Use 
 
28. The PCR undertook a simple economic and financial analysis of the project and rated it 
highly efficient, presumably since the economic internal rate of return reached the threshold of 
18%. However, it did not factor in other types of efficiency in its assessment.  
 
29. The key source on which the economic benefits of the project pivoted was the expected 
incremental earning of TVET degree holders in the public vocational colleges. Such incremental 
earning was estimated to be 50% more than the earnings of those without a TVET degree.8 
Further, the economic analysis exercise provided for an additional gain of 40% for workers with a 

 
7 ADB. 2019. Completion Report: Skills Enhancement Project in Viet Nam. Manila, paras. 35, 42, and 44. 
8 Economic analysis only discussed gains related to TVET degree. It is not clear from the PCR what proportion of SEP 

graduates were from certificate, diploma, or degree programs.  
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TVET degree as a part of the program under SEP. The resulting two-step incremental earnings 
appear to be large (around 110% over those without a TVET degree), especially as no breakdown 
was provided on the occupational classification of additional enrollments. There was no mention 
of gender wage gap in reckoning incremental earnings. The high estimated earnings combined 
generated an economic internal rate of return of 18% and led to the assessment of the project 
being highly efficient.  
 
30. This validation notes that the government investment in civil works was not factored in 
among the cost items. While enrollment in TVET programs was shown to have increased from 
10,014 to 17,487 (75%), the graduation rate was shown to have increased only by 5%. 9 
This would lower the total rate of return.  
 
31. The PCR did not mention process efficiency, although it noted that delays in project 
implementation were not resolved up to loan closing. As noted earlier, the longest slippages were 
over changes in the on-lending arrangements under LCF. This took more than 3 years. In view of 
the limitations of economic analysis and the process efficiency issues, which were not discussed 
in the PCR, this validation assesses the project efficient. 
 
D. Preliminary Assessment of Sustainability 
 
32. The PCR rated the project likely sustainable. It noted that project investments have not 
only added to the equipment and capability of vocational colleges but that it has also added to the 
goodwill of colleges among the industrial enterprises. The demand for college graduates has 
increased and the colleges have increased the number of short-term courses being offered. 
This is likely to generate more revenues for vocational colleges and should assist them in 
sustaining the benefits forward. However, it is noted that these advantages were largely confined 
to the public vocational colleges. Private vocational colleges did not perform that well as they 
could not be assisted adequately under the project. The government is committed to increase 
budgetary allocations for TVET. This will help in expanding the training infrastructure and add to 
better operations and maintenance of the equipment and college facilities.  
 
33. This validation notes the importance of the public policy in promoting industrial training in 
both the public and private sectors in a balanced manner. Given the current phase of 
industrialization in Viet Nam, the demand for advanced industrial training by foreign-funded 
enterprises will remain strong in the medium- to long-term. This will necessitate continued 
emphasis on human resource development and improving the performance efficiency to remain 
competitive internationally. Apart from facilitating industrial development, such benefits are likely 
to generate positive spillover effects on poverty reduction, participation of minorities, and 
development of remote and rural areas in the country. MOLISA and GDVT need to be aware of 
their important role and responsibility in this agenda and should institutionalize appropriate 
arrangements towards this end. This validation assesses the project likely sustainable.  
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
34. The PCR rated the development impact of the project satisfactory. It helped to strengthen 
selected occupational categories in the 15 public vocational colleges and augmented the supply 

 
9  ADB. 2019. Completion Report: Skills Enhancement Project in Viet Nam. Manila, Table A10.1. 
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of skilled labor in these critical areas. However, the development impact remained lopsided to the 
extent that private vocational colleges did not benefit as much as expected.  
 
35. Industrialization of the Viet Nam economy is expected to continue at a rapid rate. As such, 
investments made under the project for equipment and training in the priority occupations are 
expected to contribute to development. Industrial training needs a long-term perspective in which 
its interface with education, modernization of production technology, in-service training for 
workers, support for research and development, and innovations in the economy need stable 
support. As a first step, SEP has made the beginning and needs to be built upon going forward. 
This validation assesses the development impact of the project satisfactory. 

 
B. Performance of the Borrower and Executing Agency 
 
36. The PCR rated the performance of the borrower and executing agency satisfactory. 
As described above under effectiveness and efficiency, there were many factors responsible for 
delayed and reduced implementation. These included switching skills standards from those 
agreed under the project to the Victorian model, changing the arrangements for VTIS, and the 
long time for revising the on-lending arrangements, which could have been handled more 
expediently. VDB, which was one of the implementing agencies, did not also submit quarterly 
progress reports regularly. More generally, the private sector needs to be engaged in the provision 
of industrial training in Viet Nam. MOLISA had a crucial role in enabling this and could have better 
supported the project.  
 
37. There were various procedural issues between the executing agency (MOLISA) and the 
implementing agency (GDTV). The PCR referred to instances of delays and extended interactions 
between the two. These sometimes also necessitated involvement of ADB in reviews and 
approvals. The PCR noted that MOLISA did not effectively communicate with the Ministry of 
Finance and other agencies to determine the interest rate level. Vietnam Development Bank, the 
other implementing agency, did not submit quarterly reports to ADB. Given these concerns, this 
validation assesses the performance of the borrower and executing agency less than satisfactory. 
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
38. The PCR rated the performance of ADB satisfactory in view of the close and regular 
supervision it provided to the project. ADB made special efforts during the midterm review in 
revising the scope of the project and ensuring that the envisaged outputs and outcome were 
achieved. It also helped resolve a number of issues that were faced by VDB in terms of 
implementing the project through private vocational colleges. This validation notes that the 
development of industrial training in private vocational colleges required generally closer 
monitoring, especially as this was relatively a new area for the VDB and MOLISA. A more active 
policy-level interaction with the executing agency could have resulted in smoother implementation 
of the project. This validation assesses the performance of ADB satisfactory. 
 
D. Others  
 
39. The midterm review did a comprehensive job, rescoped the project, and helped it stay 
course and deliver. The validation did not have access to the government’s PCR. There were 
no major fiduciary issues related to the project procurement or implementation. Most of the loan 
covenants were implemented as designed except for some deviations in relation to covenants on 
VDB operations.  
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  
 
40. The PCR rated the project overall successful with sub-criterion ratings of relevant, 
effective, highly efficient, and likely sustainable. This validation assesses the project overall 
successful, relevant, and likely sustainable. It, however, downgraded the project from effective to 
less than effective, and from highly efficient to efficient. The reasons for these downgrades are 
given in the following table depicting overall ratings. 
 

Table: Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Relevant Relevant  
Ef fectiveness  Ef fective Less than 

ef fective 
Important project outputs and outcome 
such as the development of  skills 
standards, VTIS, and private vocational 
colleges, were not fully achieved. 

Ef f iciency  Highly ef f icient Ef f icient Not all elements of  costs were 
incorporated, and important aspects 
related to the process ef f iciency were not 
included in the analysis. 

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall Assessment Successful Successful  
Preliminary Assessment 
of  Impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Less than 
Satisfactory 

There were issues relating to functions of  
executing and implementing agencies  
(paras. 36–37). 

Performance of  ADB Satisfactory Satisfactory  
Quality of  PCR  Satisfactory Para. 45. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report, VTIS = 
Vocational Training Information System. 
Source: ADB (IED). 
 
B. Lessons 

 
41. The PCR identified five specific interrelated project-level lessons that highlighted the need 
for paying more attention to the basics of project formulation and appraisal methodology. 
Four of these pointed out the need for better preparation on certain specific aspects of the project. 
For example, on the on-lending, it observed that early assessments of the willingness of private 
institutions and early decision on parties bearing the exchange and credit risk should be made. 
Likewise, it noted that training should be provided to implementing agencies for disbursement and 
procurement procedures. Another lesson related to strengthening monitoring and reporting 
arrangements. The PCR also observed that gender participation targets in the DMF should be 
realistic. All of these lessons could be, alternatively, described as the PCR drew attention towards 
limitations of project design and lapses in implementation. To top them all, there was also a 
general lesson saying that simpler projects are better. 
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42. Additionally, this validation notes the following lessons:  
 

(i) Country-level lesson. The lack of upstream donor coordination can lead to the 
duplication of efforts, as seen on the decision to switch skills standards to Victorian 
model.  

 
(ii) Sector-level lesson. It is important to consider the institutional differences 

between public and private providers and to incorporate these differences into 
project design.  

 
(iii) Project-level lesson. It is best to have fewer and simpler procurement packages, 

especially when dealing with new implementing agencies.  
 
C. Recommendations for Follow-Up 
 
43. ADB should continue to be engaged in building human resource development in Viet Nam. 
Otherwise, the country’s rapid pace of industrialization will run the risk of getting hemmed in. 
Addressing this problem in Viet Nam is likely to have beneficial impact for other countries in the 
Greater Mekong Subregion and Southeast Asia as well. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
44. The project faced some problems on monitoring and reporting. The Vietnam Development 
Bank did not provide regular progress reports regarding its operations. More importantly, the 
technical information system that was prepared with the help of project consultants was 
overridden by the preference of MOLISA for a more comprehensive nationwide system. This 
weakened potential feedback from the operations. This gap was on top of the fact that the RRP 
did not provide any college-specific details under the project whether for public or private 
vocational colleges. 
 
B. Comments on Project Completion Report Quality 
 
45. The PCR was well prepared. It described the various issues candidly and objectively. 
It is well written and assessed the project outcome generally well except for some limitations in 
the economic efficiency analysis of the project. It identified the lessons in a straightforward 
manner. This validation assesses the PCR quality satisfactory.  

 
C. Data Sources for Validation 

 
46. This validation used the RRP, PCR, midterm review documents, national and country 
strategies as well as internal project processing and review papers as data sources. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
47. This validation has no recommendation at this stage. 
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