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1. Basic Data Project Number: 49122-004
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/Division
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Country Viet Nam, Socialist Republic of Executing Agency Ministry of Labor, Invalids and
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     Government 20.20

Total 98.20

Currency of ADB Financing: USD 





 

 

I. THE PROPOSAL 
 
1. I submit for your approval the following report and recommendation on a proposed loan to 
the Socialist Republic of Viet Nam for the Skills and Knowledge for Inclusive Economic Growth 
Project.1 The report also describes the proposed administration of a grant to be provided by the 
Japan Fund for Poverty Reduction for the Skills and Knowledge for Inclusive Economic Growth 
for Disadvantaged Communities Project, and if the Board approves the proposed loan, I, acting 
under the authority delegated to me by the Board, approve the administration of the grant. 
 
2. Building on lessons from the Skills Enhancement Project financed by the Asian 
Development Bank (ADB), the proposed project will continue efforts to realign Viet Nam’s 
technical and vocational education and training (TVET) system with current and future labor 
market needs.2 The project will upgrade the teaching and learning environments of national high-
quality TVET institutes with up-to-date technology. These upgrades will enhance the quality of 
training programs for advanced skills in close collaboration with business communities. The grant 
will complement these activities by strengthening the quality of soft skills training and developing 
demand-driven short-term skills programs for women and youth in disadvantaged communities.3  
 

II. THE PROJECT 
 
A. Rationale 
 
3. Background. Viet Nam reached lower middle-income status in 2010. Its economy is one 
of the fastest growing in Southeast Asia, with all sectors growing faster in 2018 than in 2017. In 
the 3rd quarter of 2018, (i) industry and construction grew by 8.9%, compared with 7.2% in 2017; 
(ii) manufacturing output expanded by 12.7%, similar to 12.8% in 2017, boosted by strong global 
export demand and continued foreign investment; (iii) services grew by 6.9%, up from 6.4% in 
2017; and (iv) agriculture grew by 3.7%, up from 2.9% in 2017. The labor market structure has 
also changed from 2006–2016. Each year about 1 million workers shift from agriculture to industry 
and services, contributing to increases in overall productivity. About 40% remain engaged in 
agriculture, although the sector’s share of gross domestic product is relatively low at 14%.4 More 
than half of the labor force is engaged in informal sector activities. Demographic trends suggest 
that Viet Nam’s labor force will continue to grow by about 1 million people per year until 2020. 
 
4. Growing competition in global markets and the shift toward a knowledge- and technology-
based economy have increased pressure on the government of Viet Nam to improve productivity 
and overall competitiveness. It is continuing to improve transport infrastructure and energy supply 
to strengthen the overall business environment, but business communities consider the lack of 
personnel with advanced skills to be a major challenge.5 Viet Nam ranks 77th out of 140 countries 
on the Global Competitiveness Index.6 Labor productivity in Viet Nam is low compared to that of 
other countries in the region; in 2015, it was 7.5% of Singapore’s, 17% of Malaysia’s, and 36% of 
Thailand’s productivity.7 A survey by Viet Nam’s Chamber of Commerce and Industry revealed 

                                                
1  The project defines knowledge as the theoretical understanding of technical and vocational education and training 

(TVET). Skills refers to applied knowledge and practicum TVET. 
2 Asian Development Bank (ADB). Viet Nam: Skills Enhancement Project; completed in August 2017. 
3 Soft skills refer to non-cognitive skills such as attitude, behavior, communication, problem solving, and teamwork. 
4 General Statistics Office. http://www.gso.gov.vn/Default_en.aspx?tabid=491 (accessed on 20 October 2018). 
5  ADB. 2014. Technical and Vocational Education and Training in the Socialist Republic of Viet Nam: An Assessment. 

Manila. 
6 World Economic Forum. 2018. The Global Competitiveness Report 2018. Geneva. 
7 Asian Productivity Organization. 2017. APO Productivity Databook, 2017. Tokyo. 

 

https://www.adb.org/projects/41339-013/main
http://www.gso.gov.vn/Default_en.aspx?tabid=491
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that TVET graduates lack industry-relevant occupational skills and other fundamental soft skills 
such as industrial work ethics, teamwork, problem solving, and analytical skills.8 To sustain growth 
and increase competitiveness and productivity, Viet Nam needs to transform low-skilled, labor-
intensive activities into higher value-added industries by upgrading the skills of its youth. 
 
5. Development constraints. Four major development constraints impede the TVET 
system’s ability to produce competent graduates: low-quality training programs and limited labor 
market relevance, insufficient training facilities, inequitable access for disadvantaged groups, and 
weak governance and management.9 
 
6. Low quality training programs and limited labor market relevance. Despite the 
government’s ongoing efforts to improve the quality and relevance of Viet Nam’s TVET system, 
business communities remain critical of the skills and overall employability of TVET graduates. 
(footnote 8). TVET institutions are hindered by an imbalance between theory and practical 
training, a lack of active enterprise involvement, outdated curricula, and training equipment that 
lacks relevance to industry needs. To improve labor market relevance of TVET graduates, the 
Ministry of Labor–Invalids and Social Affairs (MOLISA) and other ministries   support TVET 
institutions to engage with local companies and sector associations to (i) review, revise and 
develop occupational standards for training programs; (ii) participate in student assessments and 
certifications; (iii) establish cooperation agreements for apprentice programs; and (iv) jointly 
produce goods so that the trainees can gain real industry experience and earn additional income. 
Lessons from ADB’s previous project (footnote 2) suggest that some TVET institutions have 
established close working relationships with enterprises. Special effort is required to gain more 
industry support and share successful partnership models with other institutions. Qualified and 
committed teachers and managers are the backbone of an efficient and competent TVET system. 
However, many of Viet Nam’s 74,000 TVET teachers and more than 10,000 school managers 
lack technical, pedagogical, managerial, and practical industry experience because the minimum 
qualification requirements focus only on academic degrees. Additional effort is needed to review 
qualification requirements, revise pre-service and in-service training, and guide teachers and 
managers as the institutions prepare to become autonomous. 
 
7. Insufficient training facilities. Employers’ assessments of the TVET system emphasize 
outdated and insufficient training facilities as being major constraints for conducting market-
relevant training programs (footnote 8). The government’s national budget framework aims to 
allocate 20.0% of total expenditures to education, but only 15.3% was earmarked for education 
in 2015. MOLISA estimates that about 8% of the annual public education budget was allocated 
to TVET. Given that 85%–90% of the TVET budget is used for recurrent expenditures, particularly  
staff salaries, little is left for upgrading TVET institutions and buying new training equipment. Fast 
changing technology requires higher competencies and skills from TVET graduates. Access to 
advanced training equipment is essential to ensure that students receive sufficient hands-on 
training. However, the teaching and learning environment in most institutions does not meet 
requirements for high-quality training. Training equipment is more than 30 years old in most 
cases, and there is insufficient equipment to enable all students to receive hands-on training.10 

Even relatively well-equipped institutions face challenges in upgrading their programs because of 

                                                
8  Viet Nam Chamber of Commerce and Industry; and International Labour Organization’s Bureau for Employers’ 

Activities. 2016. VCCI Labor Market Report: Trends in the Workplace—Skills and Labor Productivity. Hanoi. 
9 According to ADB education sector assessment during project preparation, in school year 2015/16, about 240,250 

boys and 189,750 girls of upper secondary education age were not enrolled in the school system. 
10 T.H.T. Ho and A. Reich. 2014. Historical influences on Vocational Education and Training in Viet Nam. Sydney: 

University of Technology. 
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the lack of adequate equipment. Old training equipment is often defective or cannot be repaired 
for lack of spare parts. 
 
8. Inequitable access to technical and vocational education and training for women 
and disadvantaged youth. In 2017, about 2.2 million students were enrolled in Viet Nam’s TVET 
institutions. However, there are large gaps in access to TVET, particularly for women, and people 
in rural areas. Females make up about 30% of TVET students (37.8% in urban areas and 24.5% 
in rural areas). Their enrollment is concentrated in limited occupational areas, such as tourism.11 
The proportion of the rural population with college, vocational, or technical education degrees is 
half that of the urban population. This is despite the government’s commitment to support 
vulnerable communities through stipends and other incentives aimed at increasing their 
participation in TVET programs. The minimum eligibility requirement for admission into formal 
TVET programs is a Grade 9 lower secondary education qualification. Unfortunately, many 
disadvantaged students are unable to fulfill this minimum requirement. To assist youth without 
formal education qualifications the government has launched various nonformal short-term 
courses, which are largely subsidized through national targeted programs.12 MOLISA reported 
that 573,000 rural workers in the northern midlands and mountainous region (Viet Nam’s poorest 
region) were trained through the national targeted program during 2010–2015.13 In 2016, 65.2% 
of the trainees were from ethnic minority groups, 9.0% were from poor households, and 0.6% 
were persons with disabilities.14 However, the content of short-term skills training needs to 
improve to enable beneficiaries, particularly women, to engage in income-generating activities 
and shift from informal to formal wage employment. 
 
9. Weak governance and management. MOLISA has been responsible for coordinating 
and promoting TVET since 2017. Its mandate includes policy development, skills standard setting, 
accreditation, and quality control. However, supervision of TVET delivery and quality is complex 
because responsibility over TVET institutions is divided across 13 ministries and 63 local 
governments that administer 1,975 TVET institutions. MOLISA directly manages only five 
institutions.15 Due to the fragmented structure, comprehensive and consistent information on 
TVET—e.g., financing and expenditure data, tracer information on graduates, and details 
regarding infrastructure status—is not readily available. 
 
10. Government efforts on technical and vocational education and training reform. The 
government enacted the Law on Vocational Education and Training on 24 November 2014.16 The 
law presents a strong commitment for comprehensive reforms to increase access to and improve 
the quality of TVET to meet labor market demands. The government will establish a network of 

                                                
11 ADB. 2014. Technical and Vocational Education and Training in the Socialist Republic of Viet Nam: An Assessment. 

Manila. 
12 MOLISA. 2017. Vocational Training Report – Viet Nam, 2014-2015. Hanoi. About 900,000 rural workers were trained 

under this program in 2015, of which about 550,000 benefited from state support. 
13 The region is home to 45 of the country’s 63 poorest districts. In 2015 15% of households were considered poor, 

compared to 10% nationally. 
14 Government of Viet Nam, MOLISA. 2016. Report on Vocational Training in the Northern Midland and Mountainous 

Region. Ha Noi. 
15 According to MOLISA report in footnote 12, in 2017, there were 388 vocational and technical colleges (22% private), 

551 vocational and professional secondary schools (nearly 50% private) and 1,036 vocational training centers (240 
are private) in Viet Nam.  

16 The TVET law became effective on 1 July 2015. Government key policies include (i) the Human Resources 
Development Strategy, 2011–2020; (ii) the Human Resources Development Master Plan, 2011–2020; (iii) the 
Vocational Training Development Strategy, 2011–2020; and (iv) Party Resolutions No. 29 on Comprehensive 
Innovations of Education and Training (November 2013) and No. 44 on Radical Changes in Education and Training 
for Industrialization and Modernization (June 2014). 
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high-quality TVET institutes capable of offering demand-driven training at international 
standards.17 In 2018, MOLISA proposed a list of 75 TVET institutions for high-quality TVET 
institutes network to the Prime Minister. These institutes will be prioritized for future investments 
with the intent to provide advanced skills training in key priority industries.18 
 
11. ADB engagement and development coordination. ADB has been supporting education 
and TVET reform in Viet Nam since 1997. The first TVET project improved the quality assurance 
system, modernized vocational training curricula, and upgraded the facilities of vocational 
secondary schools.19 The second TVET project upgraded public and private TVET institutions in 
15 occupational areas by increasing management capacity, renovating facilities, and 
strengthening partnerships with the private sector (footnote 2). ADB, the German government, 
and the Japan International Cooperation Agency are the major development partners in the 
sector. Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) supports MOLISA in 
TVET policy formulation and governance and in the development of occupation standards, 
curricula, and teacher training programs. KfW and the Japan International Cooperation Agency 
support selected TVET institutions by upgrading their training equipment and infrastructure. The 
project builds upon previous ADB financed projects and supports the government’s TVET reforms 
in close coordination with interventions from other development partners. The project also aligns 
with Strategy 2030 (Table 1).20 
 

Table 1: Alignment with Strategy 2030 
Strategy 2030 Priorities Project 
Addressing remaining poverty 
and reducing inequalities 

Improving education and training by (i) increasing access to TVET, especially for 
disadvantaged youth; and (ii) enhancing quality of TVET in selected schools.  

Accelerating progress in 
gender equality 

Pursuing gender equality in human development and promoting women’s 
economic empowerment by improving women’s access to TVET, including 
short-term and college-level training, to enhance their job prospects and 
entrepreneurial skills. 

TVET = technical and vocational education and training. 
Source: Asian Development Bank.  

 
12. Lessons. The project was designed in close collaboration with managers and teachers of 
TVET institutions and representatives of local companies. It gained the following lessons from 
previous interventions: (i) employers and sector associations need to be involved in identifying 
training equipment and preparing technical specifications to ensure that there are relevant for 
industry, (ii) there should be a strong institutional commitment to ensure that training equipment 
is well integrated in the teaching process and used by students, and (iii) sufficient resources 
should be allocated for the long term operation and maintenance of the equipment. 
 
13. Value added by ADB assistance. ADB value addition includes (i) providing extensive 
technical support for high-quality TVET institutes in linking the training programs with industry and 
designing investment proposals; (ii) identifying needs for skills and competencies in high 
technology industries, which can be supported by future ADB-financed TVET projects; (iii) 
developing advanced models for integrating soft skills into TVET programs; and (iv) introducing 

                                                
17 MOLISA has developed criteria for high-quality TVET institutes in collaboration with sector associations and other 

ministries. These include practical and demand-oriented training programs, close cooperation with enterprises, high 
competency of teachers and managers, efficient organizational setup, and sufficient financial capacity. 

18 MOLISA. 2017. Draft Decision: Approving “Scheme for Development of High Quality Colleges to 2020.” Draft 
proposal for developing high-quality institutes published for public consultation on MOLISA’s website. 

19 ADB. Viet Nam: Vocational and Technical Education Project; completed in 2008. 
20 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 

 

http://duthaovanban.molisa.gov.vn/detail.aspx?%20tab=2&vid=495
https://www.adb.org/projects/25033-013/main
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new short-term training programs to reach remote disadvantaged areas.21 The project further 
adds value by complementing support from partners such as GIZ, which focus on TVET policy, 
governance, standard setting, and the qualifications and training of TVET teachers. It also 
complements the government’s national target program for TVET that focuses on teacher training, 
accreditation, and curriculum development.22 The project addresses the government’s financial 
constraints by providing the critical additional funding required to upgrade the equipment of TVET 
institutions and accelerate the establishment of a network of high-quality TVET institutes.  
 
B. Impact and Outcome 
 
14. The project is aligned with the following impact: labor productivity and competitiveness of 
the economy enhanced.23 The project will have the following outcome: selected high-quality TVET 
institutes strengthened and aligned to evolving labor market needs.24 
 
C. Outputs 
 
15. Output 1: Teaching and learning environments in 16 technical and vocational 
education and training institutions improved. Output 1 will fund new training equipment in 16 
TVET institutions. Up-to-date training equipment, including high technology equipment in selected 
occupations, will improve teaching and learning environments and enable TVET institutions to 
deliver quality training programs in modern occupations required by companies. These TVET 
institutions are part of the government’s high-quality TVET institutes network and were selected 
after extensive assessments. These focused on (i) future training demand by the local private 
sector, (ii) the management and training capacity of the institution, and (iii) investment proposals 
from each institution that demonstrate commitments to cover operation and maintenance (O&M) 
costs and readiness to participate in the project. Six industrial TVET institutions under Ministry of 
Industry and Trade (MOIT) have been included as they offer advanced skills training in 
occupations that are considered key priorities for the country’s growth, such as electronics, 
mechanics, biotechnology, automation, and automotive. MOLISA will complement the 
investments and support institutions through government-funded programs to train teachers and 
managers, develop competency standards with business communities, and revise curriculum 
models and training programs. 
 
16. Output 2: Skills training opportunities for disadvantaged communities and soft 
skills of students in selected technical and vocational education and training institutions 
enhanced. Output 2 will have two components. The first component will enhance the capacity of 
selected TVET institutions to deliver short-term training programs to (i) disadvantaged ethnic 
minorities and poor communities, and (ii) people with disabilities. The training programs will be 
designed to meet specific demands and build the skills needed to improve income-earning 
opportunities. Component 1 activities include (i) assessing skills demand in selected communities; 
(ii) upgrading or developing short-term training courses for the target groups; and (iii) conducting 

                                                
21 Mobile app-based training that can easily be accessed by students. 
22 Government of Viet Nam. 2017. Decision No. 899/QD-TTg of 20 June 2017, Approving the Vocational Training 

Program—Employment and Labor Safety for the 2016–2020 Period. Official Gazette, the English Translation of Công 
Báo. Issue Nos. 471–472. pp. 64–92. 

23 Viet Nam Government Portal. Socio-Economic Development Plan for 2016–2020; Government of Viet Nam. 2011. 
Decision No. 579/QD-TTg of April 19, 2011, Approving the Strategy on Development of Vietnamese Human 
Resources during 2011–2020. Official Gazette, the English Translation of Công Báo. Issue Nos. 04–06. pp. 52–61; 
and Government of Viet Nam. 2011. Decision No. 1216/QD-TTg Approving the Master Plan on the Development of 
Vietnam's Human Resources during 2011–2020. Official Gazette, the English Translation of Công Báo. Issue Nos. 
11–12. pp. 20–33. 

24 The design and monitoring framework is in Appendix 1. 

http://congbao.chinhphu.vn/noi-dung-van-ban-so-899-qd-ttg-24043?cbid=18109
http://congbao.chinhphu.vn/noi-dung-van-ban-so-899-qd-ttg-24043?cbid=18109
http://www.chinhphu.vn/portal/page/portal/English/strategies/strategiesdetails?categoryId=30&articleId=10057712
http://congbao.chinhphu.vn/noi-dung-van-ban-so-579-qd-ttg-1556
http://congbao.chinhphu.vn/noi-dung-van-ban-so-579-qd-ttg-1556
http://congbao.chinhphu.vn/noi-dung-van-ban-so-1216-qd-ttg-1557
http://congbao.chinhphu.vn/noi-dung-van-ban-so-1216-qd-ttg-1557
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short training courses in disadvantaged and poor communities, where 50% of beneficiaries will 
be females. The second component will help TVET institutions improve students’ soft skills by 
integrating communication, analytical, social and interpersonal skills, and entrepreneurial 
approaches into the regular curriculum. Component 2 activities include (i) developing methods to 
integrate these broader skills into the technical curriculum based on international best practices, 
(ii) pilot testing the soft skills programs in collaboration with local companies and communities, 
and (iii) conducting an impact evaluation of the pilot activities. 
 
D. Summary Cost Estimates and Financing Plan 
 
17. The project is estimated to cost $98.2 million (Table 2). 
 

Table 2: Summary Cost Estimates 

($ million) 
Item Amounta 
A. Base Costb  
 1. Output 1: Teaching and learning environments in 16 TVET institutions improved 87.16 
 2. Output 2: Skills training opportunities for disadvantaged communities and soft skills of 

students in selected TVET institutions enhanced 
3.08 

  Subtotal (A) 90.24 
B. Contingenciesc 5.86 
C. Financial Charges During Implementationd 2.10 
   Total (A+B+C) 98.20 

TVET = technical vocation education and training. 
a Includes taxes and duties of $11.7 million to be financed from the Asian Development Bank loan and government 

resources. Such amount does not represent an excessive share of the project cost. 
b In mid-2018 prices as of 19 July 2018. 
c Physical contingencies are 5% of the total base cost. Price contingencies computed at average of 1.6% on foreign 

exchange costs and 4.8% on local currency costs; includes provision for potential exchange rate fluctuation under 
the assumption of a purchasing power parity exchange rate. 

d Includes interest charges for the ordinary capital resources concessional loan, computed at 2%. 
Source: Asian Development Bank estimates.  

 
18. The government has requested a concessional loan of $75 million from ADB’s ordinary 
capital resources to help finance the project. The loan will have a 25-year term, including a grace 
period of 5 years; an interest rate of 2% per year during the grace period and thereafter; and such 
other terms and conditions set forth in the draft loan agreement. The Japan Fund for Poverty 
Reduction will provide grant cofinancing not exceeding the equivalent of $3 million, to be 
administered by ADB. The grant will finance training equipment, consultants, training, and 
workshops under output 2. The government will contribute the equivalent of $20.2 million to 
finance taxes and duties associated with equipment procurement; operational expenditures for 
project implementation, including project management unit (PMU) arrangements; consulting 
services for equipment finalizations; audit of project financial statements; and training programs 
for teachers and managers of project institutions. The summary financing plan is in Table 3. 
 

Table 3: Summary Financing Plan 

Source 
Amount 

($ million) 
Share of Total 

(%) 
Asian Development Bank   

Ordinary capital resources (concessional loan) 75.0 76.4 
Japan Fund for Poverty Reduction (grant) 3.0 3.0 
Government 20.2 20.6 

Total 98.2 100.0 
 Source: Asian Development Bank. 
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E. Implementation Arrangements 
 
19. MOLISA will be the executing agency. It will (i) set policy directions for the project; (ii) 
provide technical inputs and coordinate with TVET institutions, the MOIT, and other ministries; 
(iii) report project implementation progress to the Ministry of Finance, the Ministry of Planning and 
Investment, and ADB; and (iv) establish a project website to disclose project-related information. 
MOLISA’s Directorate of Vocational Education and Training (DVET) and MOIT PMU will be the 
implementing agencies. The PMU under DVET, which was set up under the previous project, will 
continue to implement project activities and facilitate activities for 10 TVET institutions. The PMU 
to be established within MOIT will implement activities for the six remaining TVET institutions. The 
PMUs will facilitate centralized procurement activities under output 1. Each TVET institution will 
be an implementation partner. A portion of the loan will be relent to TVET institutions on terms 
and conditions satisfactory to ADB. The implementation arrangements are summarized in Table 
4 and described in detail in the project administration manual (PAM).25 The detailed mechanisms 
for procurement are also described in the PAM. The grant will finance output 2 activities, and an 
implementation consulting firm or institution will be engaged to support the PMU under DVET. 
 

Table 4: Implementation Arrangements 
 Arrangements 
Aspects Project Loan Project Grant 
Implementation period July 2019–June 2024 July 2019–June 2023 
Estimated completion date 30 June 2024 30 June 2023 
Estimated closing date 31 December 2024 31 December 2023 
Management 

(i) Executing agency MOLISA will (i) provide policy guidance and overall management of the loan and 
grant-funded activities; (ii) coordinate with TVET institutions, MOIT, and other 
ministries; and (iii) carry out project monitoring and reporting. 

(ii) Key implementing 
agencies 

DVET under MOLISA and the PMU established in MOIT are the implementing 
agencies for output 1. The existing PMU under DVET will carry out procurement 
activities for 10 institutions under MOLISA, MARD, MOT, and MOC. The PMU 
under MOIT will conduct activities for six MOIT institutions. The PMU under DVET 
will consolidate progress reports and organize monitoring of procurement activities. 
Each TVET institution will be an implementation partner and establish an 
implementation team. It will plan, organize, and monitor all project activities at that 
location. For output 2 activities, the PMU under DVET will administer grant funds 
with the implementation consulting firm’s support. The selected TVET institutions 
will plan and implement activities with ADB, the PMU under DVET, and the PMU 
under MOIT. 

Procurementa International competitive bidding Loan: 15 
contracts 

Loan: $69.15 million 

National competitive bidding Loan: 2 contracts 
Grant: 4 
contracts 

Loan: $1.15 million 
Grant: $0.98 million 

Shopping Grant: 2 
contracts 

Grant: $0.023 million 

Consulting servicesa Fixed budget selection 15 person-
months minimum 

Loan: $0.1 million  

Quality and cost-based selection, 
and Individual Consultants Selection 

113 person-
months minimum 

Grant: $1.225 million 

Retroactive financing 
and/or advance contracting 

Retroactive financing or advance contracting will not be used. 

Disbursement The loan and grant proceeds will be disbursed following ADB's Loan Disbursement 
Handbook (2017, as amended from time to time) and detailed arrangements 
agreed between the government and ADB. 

ADB = Asian Development Bank, DVET = Directorate of Vocational Education and Training, MARD = Ministry of 
Agriculture and Rural Development, MOC = Ministry of Construction, MOIT = Ministry of Industry and Trade, MOLISA 

                                                
25 Project Administration Manual (PAM; accessible from the list of linked documents in Appendix 2). 
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= Ministry of Labour—Invalids and Social Affairs, MOT = Ministry of Transportation, PMU = project management unit, 
TVET = technical and vocational education and training. 
a The project will follow ADB’s Procurement Guidelines (2015) and Guidelines on the Use of Consultants (2013). 
Source: Asian Development Bank. 
 

III. DUE DILIGENCE 
 
A. Technical 
 
20. Assessment of project institutions’ proposals. The proposals from each institution 
included information on (i) training capacity and future training demand, (ii) qualification of 
teachers, (iii) tracer information of graduates, (iv) financial capacity, (v) proposed equipment for 
priority occupations based on industry demand, (vi) partnership arrangements with companies, 
and (vii) the local labor market and job opportunities for graduates. To justify investments in new 
training equipment, each TVET institution proposed plans for (i) integrating equipment in training 
programs, and ensuring its use by students; (ii) improving the quality of training programs to meet 
labor market demands and enhance the employability of graduates; (iii) creating income-earning 
opportunities for institutions; (iv) ensuring the availability of funds for consumables and equipment 
O&M; and (v) preparing teachers to operate the equipment. Representatives from business 
communities, MOLISA, MOIT, and ADB reviewed the proposals during project preparation.26 
 
B. Economic and Financial 
 
21. Economic benefits. About 75,000 students enrolled in the 16 TVET institutions over the 
5-year implementation period will benefit directly from the improved overall teaching and learning 
environment. About 35% of the enrolled students will access new and improved training programs 
using new equipment. At least 2,500 adults and out-of-school youths are expected to take part in 
short-term skills training courses that will help them find better-paying jobs or start their own 
businesses. About 20% of trainees belong to low-income families. Economic benefits from the 
project include additional lifetime earnings of new and existing students who receive high-quality 
training. The project cost–benefit analysis estimates the project’s potential quantifiable net 
benefits total $214.0 million, exceeding the project costs.27 The net enrollment rate of the 16 TVET 
institutions is assumed to increase by 10% per year. The project’s economic internal rate of return 
is about 18%, and sensitivity analysis indicated that this rate is sensitive to changes in costs and 
employability of graduates. 
 
22. Financial sustainability. The financial analysis confirmed that the government has 
adequate financial resources to fulfill all its financial obligations under the project, including O&M 
costs and service requirements beyond the project implementation period. The selected TVET 
institutions can absorb recurrent expenditures such as equipment maintenance costs through 
government budget support, student fees, tailored training for enterprises and individuals, and 
limited production of goods. Government policies indicate that the TVET budget for recurrent 
costs will decrease by 2025. This will be concurrent with the partial deregulation of tuition fees, 
which may offset the reduced budget support for recurrent expenditures. The 16 TVET institutions 
will realize efficiency gains through increased enrollment, increased use of equipment, and 
adoption of an entrepreneurial approach to more efficiently manage institutions. 
 

                                                
26 The list and brief profiles of the 16 TVET institutions is in the PAM. The selection process for output 2 is described 

in Japan Fund for Poverty Reduction Grant (accessible from the list of linked documents in Appendix 2). 
27 Net present value at 6% under conservative assumptions that exceed the project costs. 
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C. Governance 
 
23. The financial management assessment rates the financial management capacity of 
MOLISA and MOIT as satisfactory but concludes the overall pre-mitigation financial management 
risk is substantial. MOLISA and MOIT have agreed to implement a time-bound financial 
management action plan to address the deficiencies. The procurement capacity of the PMUs 
under DVET and MOIT was assessed. The pre-mitigation procurement management risk is 
deemed to be moderate.28 The project will mitigate risks by (i) recruiting qualified PMU staff, (ii) 
recruiting financial and procurement consultants to support the PMUs, (iii) developing a financial 
management manual (to improve internal controls), and (iv) training PMU staff. Procurement will 
be streamlined to promote competition and reduce governance risks associated with several small 
packages. ADB’s Anticorruption Policy (1998, as amended to date) was explained to and 
discussed with the government, MOLISA, and MOIT. The specific policy requirements and 
supplementary measures are described in the PAM (footnote 25). 
 
D. Poverty, Social, and Gender 
 
24. Under output 2, the project will address the training needs of women and men in 
disadvantaged communities and provide community support programs and short-term training to 
more than 200 disadvantaged communities. The project is classified as effective gender 
mainstreaming at entry. A gender action plan will be implemented to make sure that the areas 
selected for short-term training are relevant and of interest to women and different ethnic groups. 
These areas should also have the potential to provide them with formal jobs and/or a substantive 
increase in income (beneficiaries of short-term training will be 50% women). Second, girls will be 
encouraged to enroll in regular TVET programs that target highly skilled jobs that are currently 
male-dominated. To facilitate this, a pilot career education, mentor, and recruitment support 
program and promotion campaign will be implemented in five TVET institutions. Finally, specific 
modules on soft skills that are relevant to gender equality and different ethnic communities will be 
integrated into the regular curriculum of the selected TVET institutes.29 
 
E. Safeguards 
 
25. In compliance with ADB’s Safeguard Policy Statement (2009), the project’s safeguard 
categories are as follows.30 

(i) Environment (category C). The project will not support any civil works. All 
participating TVET institutions have dedicated space and management capacity to receive 
and safely operate the training equipment to be supported under the project. 
(ii) Involuntary resettlement (category C). No new land will be acquired for the 
project. The proposed activities will be conducted in existing facilities and will not result in 
any involuntary resettlement. 
(iii) Indigenous peoples (category B). The project expects only positive impacts for 
ethnic minority communities. No communal land will be acquired, nor will their natural and 
cultural resources be developed. The targeted TVET institutions are in areas primarily 
populated by ethnic minority groups.31 Project design under output 2 included ethnic 

                                                
28 The procurement risk assessment report is in the PAM. 
29 Gender Action Plan (accessible from the list of linked documents in Appendix 2). Project monitoring will provide data 

disaggregated by sex and ethnicity and progress on gender action plan implementation. 
30 ADB. Safeguard Categories.  
31 Such as in Bru-Van Kieu, Co, Co Tu, Dao, Hre, Kho Mu, Muong, Nung, Odu, San Chay, San Diu, Ta Oi, Tay, Thai, 

Tho, and Xo Dang. Consultations with ethnic minorities were conducted during project preparation and will be 
conducted when designing and implementing skills training in communities. 

 

https://www.adb.org/site/safeguards/safeguard-categories.
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minorities, especially TVET short-term courses, for which most of the direct project 
beneficiaries are vulnerable youth from ethnic groups.32 An ethnic minority expert will 
develop activities to provide culturally appropriate benefits to ethnic minorities in project 
areas. Relevant indicators are in the design and monitoring framework (Appendix 1). 
 

F. Summary of Risk Assessment and Risk Management Plan 
 
26. Significant risks and mitigating measures are summarized in Table 5 and described in 
detail in the risk assessment and risk management plan.33 The benefits and impacts of the project 
are expected to outweigh the risks. 
 

Table 5: Summary of Risks and Mitigating Measures 
Risks Mitigation Measures 
New training equipment is not 
integrated into training programs, 
thereby compromising quality. 

All project institutions have experienced teachers who can operate the 
new training equipment. These institutions and MOLISA will ensure that 
the equipment will be used for practice-oriented training and will offer 
special training for teachers if required. 

MOLISA and MOIT‘s lack of familiarity 
with ADB’s procurement procedures 
delays procurement  

MOLISA and MOIT will assign a team of English-speaking officers with 
experience in implementing ADB-funded projects. National procurement 
consultants will be hired under counterpart funds.  

Insufficient funding for O&M of new 
training equipment and capacity 
development for institutions reduces 
development impact.  

MOLISA and MOIT will ensure that recurrent O&M and training costs are 
reflected in annual budget plans for project institutions. MOLISA, MOIT, 
and equipment suppliers will train the managers and teachers. 

ADB = Asian Development Bank, MOIT = Ministry of Industry and Trade, MOLISA = Ministry of Labour—Invalids and 
Social Affairs, O&M = operation and maintenance, TVET = technical and vocational education and training. 
Source: Asian Development Bank. 

 
IV. ASSURANCES AND CONDITIONS 

 
27. The government and MOLISA have assured ADB that implementation of the project shall 
conform to all applicable ADB policies, including those concerning anticorruption measures, 
safeguards, gender, procurement, consulting services, and disbursement as described in detail 
in the PAM and loan documents. The government and MOLISA have agreed with ADB on certain 
covenants for the project, which are set forth in the loan documents. No loan withdrawals will be 
allowed for goods until the government has certified to ADB in writing that each participating TVET 
institution has executed the corresponding subsidiary loan agreement. 
  

V. RECOMMENDATION 
 
28. I am satisfied that the proposed loan would comply with the Articles of Agreement of the 
Asian Development Bank (ADB) and recommend that the Board approve the loan of $75,000,000 
to the Socialist Republic of Viet Nam for the Skills and Knowledge for Inclusive Economic Growth 
Project, from ADB’s ordinary capital resources, in concessional terms, with an interest charge at 
the rate of 2% per year during the grace period and thereafter; for a term of 25 years, including a 
grace period of 5 years; and such other terms and conditions as are substantially in accordance 
with those set forth in the draft loan agreement presented to the Board. 

 
Takehiko Nakao 
President 

20 November 2018 

                                                
32 ADB. 2009. Safeguard Policy Statement. Appendix 3 (para. 17). Manila. 
33 Risk Assessment and Risk Management Plan (accessible from the list of linked documents in Appendix 2). 
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DESIGN AND MONITORING FRAMEWORK 
 
Impact the Project is Aligned with 
Labor productivity and competitiveness of the economy enhanced (Human Resources Development 
Strategy, 2011–2020; and Law on Vocational Education, 2014)a 
 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 
Outcome By 2025   
Selected high-
quality TVET 
institutes 
strengthened and 
aligned to evolving 
labor market needs 

a. Return on TVET increased by 
10% in selected TVET institutions 
for selected occupations, 
disaggregated by sex and 
ethnicity (2016 baseline: average 
around D6.5 million or about $283 
average income per month) 
 
b. Enrollment rate for all students 
(male, female, and all ethnicities) 
increased by 10% in participating 
TVET institutions for selected 
occupations (2012–2017 
baseline: 5% increase)b 
 
c. 70% of local companies 
satisfied with the competencies, 
including soft skills, of graduates 
in participating TVET institutions 
for selected occupations (2016 
baseline: average of 50% 
satisfied for all occupations; 
baseline data for selected 
occupations in the project 
institutions will be collected at 
start of the project) 
 

a. National statistics, 
government’s ILO labor 
market reports, data 
from selected TVET 
institutions, Viet Nam 
household living surveys 
 
 
 
b. Progress reports from 
TVET institutions, Viet 
Nam household living 
surveys 
 
 
 
c. Private company 
survey conducted by 
each TVET institution, 
project impact evaluation 

Insufficient funding 
for O&M of new 
training equipment 
and capacity 
development for 
institutions reduces 
development 
impact 

Outputs By 2024   
1. Teaching and 
learning 
environments in 16 
TVET institutions 
improved 

1a. New equipment integrated 
into training programs and used 
by students (2017 baseline: 0) 
 
 
1b. At least 90% of male and 
female graduates in participating 
TVET institutions for selected 
occupations found jobs in 
relevant or related fields within 6 
months after graduation (2016 
baseline: 85% average for both 
men and women) 
 
1c. Time for graduate retraining 
reduced by 30% (2017 baseline: 
not applicable as it varies by 
occupation and training level) 
 

1a. Progress reports 
from TVET institutions, 
MOLISA evaluation 
reports 
 
1b. Tracer records of 
TVET institutions, 
MOLISA and MOIT 
project reports, MOLISA 
evaluation report 
 
 
 
 
 
1c. Private company 
survey conducted by 
each TVET institution, 

Executing agency’s 
lack of familiarity 
with ADB’s 
procurement 
procedures delays 
procurement 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 
tracer survey of TVET 
institutions 
 

2. Skills training 
opportunities for 
disadvantaged 
communities and 
soft skills of 
students in 
selected TVET 
institutions 
enhanced 

2a. At least 2,500 people (a 
majority of whom are ethnic 
minorities, and at least 50% are 
women) from disadvantaged 
areas received short-term 
training, disaggregated by 
training, sex, and ethnicity (2017 
baseline: not applicable) 
 
2b. Income of short-term training 
program participants increased by 
5% disaggregated by training, 
sex, and ethnicity (2017 baseline: 
not applicable) 
 
2c. Teaching techniques and 
materials that foster development 
of students' soft skills 
incorporated in at least 5 selected 
TVET institution programs, 
including a gender and cultural 
diversity awareness module 
(2017 baseline: 0) 
 
2d. Community support program 
received by at least 200 
communities/villages from 
disadvantaged areas where a 
majority of residents are ethnic 
minorities (2017 baseline: 0) 
 
2e. Impact evaluation results 
disseminated at the national level 
through workshops and 
publications (2017 baseline: not 
applicable) 
 

2a–e. Progress reports 
from TVET institutions, 
impact evaluation survey 

 

 

Key Activities with Milestones 
 
1. Teaching and learning environments in 16 TVET institutions improved 
1.1 Prepare bidding documents for equipment procurement (Q2 2019) 
1.2 Design new training programs and integrate new equipment into existing programs (Q1 2020) 
1.3 Procure equipment (start Q1 2020) 
1.4 Prepare training plans for teachers to use new equipment (start Q3 2020) 
2. Skills training opportunities for disadvantaged communities and soft skills of students in 

selected TVET institutions enhanced 
2.1 Identify communities and TVET institutions to work under output 2 (Q3 2019) 
2.2 Conduct awareness-raising campaign to engage communities (start Q3 2019) 
2.3 Review skill needs and assess income and job opportunities for women and men in the communities 

(start Q3 2019) 
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2.4 Develop methods to integrate soft skills training into ongoing courses in TVET institutions based on 
international good practices (start Q4 2019) 

2.5 Design short-term training programs based on assessment results, taking into account areas that 
need skilled labor, are attractive to women, and add real value with the potential to provide a waged 
income to women (start Q1 2020) 

2.6 Pilot soft skills training and short courses (start Q2 2020) 
Project Management Activities 

• Establish project management units in MOIT before loan effectiveness 
• Establish project implementation units in participating line ministries and at each TVET institution within 

3 months of effectiveness 
• Establish reporting mechanisms in participating institutions, line ministries, MOIT, and MOLISA within 

3 months of effectiveness 
Inputs 
Asian Development Bank: $75.0 million (loan) 
Government: $20.2 million 
Japan Fund for Poverty Reduction: $3.0 million (grant) 
Assumptions for Partner Financing 
Not Applicable 

ILO = International Labour Organization, MOIT = Ministry of Industry and Trade, MOLISA = Ministry of Labour—Invalids 
and Social Affairs, Q = quarter, TVET = technical and vocational education and training. 
a Government of Viet Nam. 2011. Decision No. 579/QD-TTg of April 19, 2011, Approving the Strategy on Development 

of Vietnamese Human Resources during 2011–2020. Official Gazette, the English Translation of Công Báo. Issue 
Nos. 04–06. pp. 52–61. 

b Sex-disaggregated baseline data for the annual enrollment rate increase in the participating TVET institutions is not 
available. Overall female enrollment in TVET is estimated at 30%, but due diligence showed large variations between 
training areas, with female enrollment in the 29 TVET institutes surveyed ranging from 3% (industry) to 70% (tourism). 
The estimated average female enrollment in the selected TVET institutes is 15%. The annual enrollment rate 
increase will be monitored separately for males and females during project implementation. 

Source: Asian Development Bank. 

 
 
 

http://congbao.chinhphu.vn/noi-dung-van-ban-so-579-qd-ttg-1556
http://congbao.chinhphu.vn/noi-dung-van-ban-so-579-qd-ttg-1556
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=49122-004-3  

 
1. Loan Agreement 

2. Grant Agreement 

3. Project Agreement 

4. Sector Assessment (Summary): Education 

5. Project Administration Manual 

6. Contribution to the ADB Results Framework 

7. Development Coordination 

8. Economic and Financial Analysis 

9. Country Economic Indicators 

10. Summary Poverty Reduction and Social Strategy 

11. Risk Assessment and Risk Management Plan 

12. Japan Fund for Poverty Reduction Grant 

13. Gender Action Plan 

 
 

http://www.adb.org/Documents/RRPs/?id=49122-004-3

