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Executive Summary 
 
 
 
In 2008, the Asian Development Bank (ADB) approved a loan of $80 million from its special fund 
resources for the Indonesia Vocational Education Strengthening Project (INVEST). The project was 
designed to improve the quality and relevance of the country’s senior secondary vocational education, 
expand access to it, and promote its greater efficiency. This project performance evaluation report 
updates the assessment of the project completion report (PCR) prepared in 2016. It describes recent 
evidence about the operation of the senior secondary vocational schools in Indonesia and outlines 
major changes taking place in the sector in the context of the country’s decentralized model of public 
sector management.  
 
This evaluation assesses the project successful overall. It rates the project relevant, effective, and likely 
sustainable, though less than efficient. The development impact is satisfactory and the performance 
of both ADB and the executing agency are assessed satisfactory as well. The evaluation offers five 
follow-up actions for ADB to continue supporting technical and vocational education and training 
(TVET) operations, specifically senior secondary vocational education, by working with the government 
to promote that (i) provincial education planners, school principals, and other concerned school 
administrators receive intensive hands-on training for making school business plans, and working with 
community members; (ii) tracer studies are conducted as appropriate; (iii) national and provincial 
government officers harmonize and coordinate vocational programs across provinces to respond 
specifically to the needs of labor markets across different levels; (iv) TVET policy nationally is clearly 
spelled out and that TVET schools are rationalized under a comprehensive plan covering their location, 
size, specialization, financial support, the role of private management, and school fees; and (v) support 
for the education management information system (EMIS) is made sustainable.   
 

Background 
 
Since the 1980s, Asian Development Bank (ADB) 
has supported human resource development in 
Indonesia, especially technical and vocational 
education and training (TVET), and financed 
several projects, including the Indonesia 
Vocational Education Strengthening Project. The 
project and the succeeding technical and 
vocational education projects focus on relieving 
the key constraints to employment, productivity, 
and economic growth in the country. Various 
studies and feedback from employers and 
investors indicate that skill shortages are 
restraining the country’s economic performance. 
 
This project performance evaluation report 
updates project narration and data in the project 
completion report (PCR) prepared in 2016. It offers 
recent evidence about the operation of the senior 
secondary vocational schools in Indonesia and 
observes the major changes that are taking place 

in the sector in the country’s decentralized public 
sector management. The new government, 
elected in April 2019, is launching important 
initiatives in this area and attaches high priority to 
TVET as the main avenue for senior secondary 
education.  
 
Core project design. ADB approved the project on 
31 March 2008, with an estimated cost of $115 
million, comprising $35 million from the 
Government of Indonesia and $80 million from 
ADB’s special fund resources. The project aimed to 
improve the quality and relevance of secondary 
vocational education, expand access to it, and 
promote its greater efficiency. The project 
developed 90 purposively selected senior 
secondary vocational schools (model schools) 
across the country. The project emphasized 
refocused school management using a business 
approach, followed a cluster (model–alliance) 
design method, and attached two or three smaller 
vocational schools (alliance schools) to project 
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model schools. School committees played an 
important role in undertaking school business 
plans and implementing them.  
 

Linking vocational education with the world of 
work. In addition to educating students, the 
project linked with the neighborhood 
manufacturing and commercial enterprises and 
industries to familiarize students with the world of 
work. The project created an opportunity for 
commercial enterprises to take an interest in and 
forge links with the model schools. Schools also 
introduced training programs for existing workers 
to upgrade their skills and performance. Ensuring 
an adequate supply of skilled workers is 
considered vital for the economy by investors and 
employers in both the public and private sector.  

 
Decentralized model of development. Under the 
evolving decentralized model in Indonesia, the 
responsibility for model and alliance schools 
resided with local governments at the district level 
when the project was being implemented. The 
functional responsibility for the secondary 
vocational schools has since been shifted to 
provincial level, while junior basic schools continue 
to remain with the district administration. The 
model schools are thus expected simultaneously to 
serve the needs of the national labor market and 
to support the local economy at the provincial and 
district levels.  
 

Overall Assessment 
 

The project was financially completed on 30 
November 2014; the PCR, released in 2016, rated 
it successful. The PCR validation produced by the 
Independent Evaluation Department (IED) in the 
same year rated it successful as well. Using IED’s 
guidelines for evaluating sovereign projects, this 
project performance evaluation report assesses 
the project as successful: relevant, effective, 
sustainable, though less than efficient. The 
justifications for these ratings are expanded on 
below. 
 
Relevance. Since inception, the project was 
consistent with government policy, which 
continues to underscore development of 
vocational secondary schools. The project was in 
line with ADB’s country partnership strategy and 
was in accordance with ADB’s education sector 
policy. The project responded to the need to 

establish vocational schools capable of enhancing 
employment and productivity in the economy. The 
design features remain as guideposts for the 
development of vocational schools, despite much 
progress and structural changes in Indonesia. 
Notably, ADB’s interventions were also coherent 
with activities of other development partners in 
the country.  

 
Effectiveness. The project substantially achieved its 
intended outcome of improving the quality and 
relevance of and expanded access to TVET. It led 
to improved enrollment, facilitated and expanded 
course development and coverage, and increased 
access to schools, particularly for female students. 
Through links with local businesses and industry, 
the project enhanced students’ familiarity with job 
markets and employment opportunities. 
Innovative school management approaches and 
the involvement of the local communities helped 
improve conducive learning environments 
through better facilities, teacher and staff 
trainings, industry linkages, and a sense of project 
ownership. The project also helped increase the 
number of vocational schools in the country. The 
project could have done better in improving the 
quality of education and entrepreneurial linkages 
of vocational education.  
 
Efficiency. Implementation was handled 
reasonably well amid the changes that had taken 
place during project implementation, but the 
delays attributed to processes prevented the 
project from attaining maximum project benefits. 
Most notable among these process issues include 
the transfer and timely availability of financing, 
procurement that severely affected fund 
utilization, and significant delays in consultant 
recruitment that affected the establishment of 
management information systems. Although the 
government has been investing resources in TVET 
for several years, the economic efficiency of these 
investments has not been examined rigorously. In 
the absence of information to track education–
earnings–occupation linkages, TVET decisions 
continue to be based on fragmented information, 
especially in the context of evolving 
decentralization in which local governments are 
increasingly expected to make their own informed 
management decisions. The evidence on economic 
efficiency during project design, implementation, 
and completion was scant. Using the latest 
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available information, the economic internal rate 
of return estimates is on the low side.   
 
Sustainability. Key determinants of project 
sustainability are the government’s mandated 
allocation and commitment to education, fees 
generated by the schools, the support from the 
local government, industry linkages, and 
government financing for vocational education 
activities post-implementation, including the 
education management information systems 
(EMIS). This report highlights that policy and 
institutional linkages are crucial to sustain and 
further develop the initial gains made under the 
project. The government’s high priority on skills 
and human resource development, and its 
allocation of financial resources to launch a new 
TVET revitalization program are positive 
developments.  
 

Other Assessments 
 
Development impact. Project investments helped 
improve the physical and nonphysical aspects of 
schools. These improvements enhanced the image 
of vocational education and attracted more 
students, especially females. They also attracted 
local business and industry to partner with schools 
and provide training opportunities to students. 
Likewise, the upgraded schools encouraged 
greater participation by incentivizing women to 
take advantage of a wider variety of work and 
earning opportunities. In the context of 
environment and climate change, the project also 
helped raise environmental awareness of better 
management of agriculture, forestry, fisheries, 
coastal management, and marine resources 
(particularly for model schools specializing in these 
areas). Because of the significance of Indonesian 
ecology, skills in these areas are crucial not only for 
Indonesia but for the entire ASEAN (Association of 
Southeast Asian Nations) region. For the future, 
there is a need to strengthen policy making, 
planning, and management support, especially at 
the local government levels, so that investments 
are efficient, and programs achieve their outcomes 
and outputs efficiently. The government’s planned 
large investments to further improve TVET at the 
senior secondary level intensify this need for  
rationalization. The project’s development impact 
is rated satisfactory. 
 

ADB performance. Because there was no project 
cofinancing, ADB allowed an easy disbursement 
modality to suit the country’s evolving fiscal 
arrangements. It was flexible in adjusting to the 
problems of counterpart funding and 
accommodating changes in consultancy 
arrangements. However, a more focused approach 
on setting up the monitoring and evaluation 
(M&E) system would have broadly improved 
project implementation. Having been engaged in 
TVET since the 1980s, ADB should have been more 
watchful and demanding of the executing agency. 
ADB should have considered following up the 
project with another vocational secondary 
education project. The government is now 
launching a revitalization program on its own. The 
Indonesia Resident Mission played an important 
role and deserved much credit in assisting with the 
completion of project and achieving outputs. 
Overall, ADB performance is satisfactory.   
 
Borrower and executing agency performance.  
The executing agency provided useful guidance to 
ensure project completion. However, the project 
faced challenges with counterpart funds because 
the country’s system of fiscal transfers was still 
evolving and required adjustments. The project 
management unit (PMU) should have paid more 
attention to school business plan preparation and 
promoting the cluster approach in model schools 
because these were substantive features of the 
project design. Protracted changes in project and 
technical assistance (TA) consulting services left 
the project management without much 
pedagogical and technical support. The PMU 
could not make up for these inputs adequately 
and there was not much technical know-how at 
the district level administration, which was 
responsible for vocational secondary education at 
that time. However, field visits revealed that 
schools themselves were generally well managed 
and helped achieve project completion. The 
establishment of the M&E system was delayed by 
nearly 4 years. Its absence during implementation 
deprived the PMU of the ability to monitor project 
performance closely. It is nevertheless creditable 
that the system was established and is being 
maintained. On balance, executing agency 
performance is assessed satisfactory.  
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Issues 
 
(i) There is a lack of policy clarity on key TVET 
issues. The TVET policy is not clear about 
vocational education as the predominant stream 
in the senior secondary level. There is insufficient 
analysis on the unit costs and graduates’ earning 
potential. There is no streamlining of 
specializations across programs, geographies, and 
business locations in the country.  
 
(ii) Important aspects of decentralized 
management are not well defined. A 2014 law 
specifies that vocational secondary education is a 
provincial function. This has several implications: it 
requires that (a) national and provincial 
governments align their development policies and 
skill requirements; (b) provincial governments 
harmonize and coordinate on vocational 
education, school specialization, competency 
levels, and mutual recognition of qualifications; 
and (c) central government streamline fiscal 
policy, identify the share of different sources of 
public and private financing, and assess the 
devolution of funds to provincial governments. 
The central and provincial governments have not 
completely addressed these concerns so far.  

 
(iii) The quality of technical and vocational 
education and training needs improvement. 
Within the TVET system, the formal procedures on 
approving the opening of new schools, accrediting 
them, their specialization, and fee structure are 
unclear. Data shows the number of vocational 
schools is increasing continuously. Hence, 
preparation of vocational teachers is a serious 
concern and there is no system-wide long-term 
approach. The quality at entry of junior graduates 
affects their performance at the senior secondary 
level. 
 
(iv) The role of school committees is unclear. There 
is no formal recognition of school committees as 
legal entities, including their duties and 
responsibilities. They are not involved in managing 
public resources and linkages with professional 
and para-professional bodies. There is insufficient 
incentive for including a larger number of women 
as representatives on the committees. 

Lessons  
 
Broader System Level Lessons 
 
(i) A TVET policy needs to clearly state its 
relationship to a country’s labor productivity, 
competitiveness, and economic growth, and 
accurately inform decisions on large public 
investments in a viable manner. 
 
(ii) Inclusive education planning and 
management decisions in decentralized public 
management systems require meeting the diverse 
needs of the country’s regions in a mutually 
compatible, synchronized, and coherent manner.  
 
(iii) Financing arrangements for TVET across public 
and private schools need to consider the broader 
framework of fiscal devolution in countries with 
significant decentralization policies. 
 
Project Level Lessons 
 
(i) Good teaching–learning processes and high 
teacher quality are needed for TVET investment to 
yield economic benefits to society. 
 
(ii) A good M&E system with appropriate 
indicators is a requisite whenever new concepts or 
approaches (i.e., school business plans and cluster 
approaches) are introduced in vocational 
education systems. 
 
(iii) Even conventional and repetitive activities like 
procurement need close management and careful 
handling when implemented in a new setting.  
 
(iv) Under a cluster (model–alliance) approach 
concept, the design to support private or smaller 
schools (alliance schools) in Indonesia would be 
beneficial if it incorporates clear incentives to elicit 
interest and commitment from both model and 
alliance schools. 
 

(v) Good coordination among school 

administrators, provincial officers, and community 

members is essential to maximize the potential 

benefits from linkages between businesses and 

industries. Appropriate guidelines or checklists are 

required to guide and define stakeholder roles. 
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Follow-Up Actions for ADB  
 
This evaluation offers the following follow-up 
actions for ADB to support TVET operations in 
Indonesia, specifically secondary vocational 
education. ADB should engage in policy dialogue 
with the government and promote the following 
actions. 
 
1. Provincial education planners, school 
principals, and other concerned school 
administrators should be provided intensive 
hands-on training for making school business 
plans, and working with community members 
 
2. Tracer studies should be conducted as 
appropriate to: (i) gauge relationships between 
course offerings and potential employment 
earnings; (ii) gain inputs for policy making (such as 
curriculum design or determining potential 
economic benefits of future investments); and          
(iii) strengthen and sustain linkages between 
school and alumni, which can lead to gainful 
opportunities. 

3. In the context of decentralization in Indonesia, 
the national and provincial government officers 
should harmonize and coordinate vocational 
programs across provinces to respond specifically 
to the needs of labor markets across different 
levels (i.e., national and local levels). 
 
4. At the national level, TVET policy should be 
clearly spelled out and rationalize TVET schools in 
a comprehensive plan for their location, size, 
specialization, financial support, the role of private 
management, and school or users’ fee.  
 
5. Support for the EMIS should be sustainable. 
The EMIS was completed only at the end of the 
project but was already fully functional and useful 
during the evaluation mission. The system will be 
a good reference to track the progress and 
development of Sekolah Menengah Kerjuruan 
(SMK), the national vocational senior secondary 
school system, across the country while serving as 
an excellent source of information for decision 
making.   
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CHAPTER 1 

Introduction 
 
 

 

A. Evaluation Purpose and Process 
 
1. Since the 1980s, the Asian Development Bank (ADB) has supported human resource development 
in Indonesia and financed a number of projects, including the Indonesia Vocational Education 
Strengthening Project (INVEST), to help develop technical and vocational education and training (TVET).1 
ADB investments have also included advisory and capacity building technical assistance (TA) projects 
(Appendix 1).2 ADB formulated the project in response to the National Medium-Term Development Plan, 
2004–2009, which focused on relieving the key constraints to employment, productivity, and economic 
growth in the country.3 ADB followed INVEST with two other TVET related projects and other projects for 
general school or higher education.4 Approved in 2008, INVEST was estimated to cost $115 million, 
comprising $35 million from the Government of Indonesia and $80 million from ADB’s special fund 
resources (SDR50.6 million). 
 
2. This project performance evaluation report is a sequel to both the 2016 project completion report 
(PCR) by the operations department and the 2016 project validation report by the Independent Evaluation 
Department (IED).5 Both the PCR and project validation report provided detailed accounts of the project, 
its implementation details including project performance, and rated the project successful overall. Taking 
advantage of the 3 years since the earlier reports were prepared, this report gathers new evidence about 
secondary vocational school performance up to the end of 2019. It updates project related data in the 
PCR and gathers more recent evidence about the operation of the vocational schools, including their 
mutual relationships, the functioning of their school committees, and their links with local business and 
industry.  
 
3. This report also examines major changes in education in the context of decentralization and the 
government’s emphasis on human resource development, particularly vocational education. More 
importantly, this report focuses on the project’s strategic aspects regarding Indonesia’s economic 
development and TVET investments more broadly. While this report reviews the Indonesian labor and job 
market interfaces with TVET, it does not comprehensively analyze the Indonesian labor market, which is 
multidimensional and has multiple policy facets.6 Conducting this report involved (i) field visits to selected 
model and alliance schools; (ii) stakeholder interviews and discussions with concerned ADB staff, 
government agencies and offices (including selected provincial and district governments), school officials, 
teachers, students, and community members who were part of school committees; and (iii) intensive 
data gathering to triangulate related information. The views of concerned ADB departments and offices 

 
1   ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to Indonesia for the Vocational Education Strengthening Project. Manila  
2   Appendix 1 lists ADB support for TVET in Indonesia from 1980 to 2019.  
3 National Development Planning Agency (BAPPENAS). 2004. National Medium-Term Development Plan, 2004–2009. Jakarta. 
4   Two projects followed INVEST: (i) the Polytechnic Education Development Project, approved for $75 million on 31 October 2012; 

and (ii) the Advanced Knowledge and Skills for Sustainable Growth Project, approved for $200 million on 29 November 2018, 
and prepared with the help of technical assistance supported by Japan fund for poverty reduction. 

5  IED. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila: ADB; and IED. 2016. Validation 
Report: Vocational Education Strengthening Project in Indonesia. Manila: ADB. 

6  For a recent ADB study related to the Indonesian job market, see ADB. 2018. Indonesia: Enhancing Productivity Through Quality 
Jobs. Manila. 
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and those of the borrower and executing agencies have been considered in the preparation of this 
report.7  
 

B. Expected Impacts, Outcomes, and Outputs  
 

4. The expected project impact was an increase in the competitiveness of vocational school 
graduates and increased employment opportunities for them. The project’s expected outcome was 
improved quality and relevance of senior secondary vocational education, expanded access to it, and its 
greater efficiency. The project envisaged four outputs focused on developing 90 senior secondary schools 
selected as model schools with (i) refocused school management using a business approach, (ii) improved 
quality of teaching and learning in model and alliance schools, (iii) strengthened school–industry linkages 
in model schools, and (iv) enhanced entrepreneurship in model schools. A theory of change developed 
by this report is in Appendix 2.  
 
 

 
7  The independent evaluation mission visited schools and interacted with selected local government officials in Bali, Bandung, 

Jakarta, Jember, Padang, and Pangkalpinang, and Yogyakarta.  



 
 

 

CHAPTER 2 

Design and Implementation 
 
 
 

A. Project Rationale 
 
5. Project design. The project design focused on improving the school-based management system 
and promoting large senior secondary vocational schools capable of developing their own school 
business plans.8 School business plans used school committees to link model schools with the local 
community. Vocational schools would also respond to local industry needs and demands of multinational 
corporations for skilled workers.  
 
6. Cluster network or model–alliance approach. The project design established a school cluster 
system with each model school forming the center of a cluster of two or three surrounding smaller 
vocational schools (or alliance schools).9 Under the project, 90 model schools would mentor about 230 
alliance schools which would benefit from training opportunities and minor equipment; benefits to 
model schools from project investments would carry through to the alliance schools. As noted in the 
report and recommendation of the President (RRP), “the model–alliance scheme will spread benefits of 
improved management and teaching and learning practices from the model to the alliance schools.” 10  
 
 7. The Indonesian Ministry of National Education and its Directorate of Technical and Vocational 
Education (DTVE) identified candidate project schools and described them as “international standard 
schools” (footnote 1). Following the school cluster or model–alliance approach, each model vocational 
school would network with surrounding alliance schools and help expand the vocational secondary 
stream and enhance its impact in the country. Thus, the project sought to promote better use of financial 
and technical resources invested by the government and development partners in TVET.  
 
8. Selection of project schools. The selection criteria of candidate project schools for upgrading 
were purposively developed to reflect the geographic spread across the 83 districts and 33 provinces of 
Indonesia.11 The criteria included: (i) broad district geographic representation, (ii) balance among 
different types of schools and programs, (iii) female enrollment share of 40%, (iv) enrollment of at least 
600 students per school, (v) potential for school expansion and good employment opportunities, and (vi) 
strong local government commitment. 
 
9. Model schools as workers’ training centers. Development of model schools under the project was 

to be certified by the International Organization for Standardization (ISO). Schools were expected to 
become more entrepreneurial in conducting their activities and training programs. They were expected 
to enter commercial arrangements with neighborhood business enterprises.12 Straddling the two roles 

 
8 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to Indonesia for the Vocational Education Strengthening Project. Manila; and ADB. 2016. Completion Report: Vocational 
Education Strengthening Project in Indonesia. Manila. para. 10: “… based on an analysis of each school’s particular situation, 
identified priorities for each school to meet the project targets, and included overall budgets and implementation plans.” 

9 About 50% of the alliance schools were smaller and lower quality private schools. In this evaluation, the cluster approach is 
synonymous with the model–alliance approach. 

10 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 
Grant to Indonesia for the Vocational Education Strengthening Project. Manila. para. 30. 

11 ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila. para. 9. 
12 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to Indonesia for the Vocational Education Strengthening Project. Manila. para.16. 



4 Indonesia: Vocational Education Strengthening Project 
 

 

of school and workers’ training center, the envisaged model schools were also to provide in-service 
training to existing industrial and commercial workers, called “teaching factories.”13  
 
10. Financial viability challenge of schools for technical and vocational education and training. From 
the early 2000s until project formulation in 2006, average enrollment in the public secondary vocational 
schools declined because the number of public senior secondary vocational schools increased rapidly. 
Consequently, the economic viability of TVET schools was in question because of increasing per student 
unit costs. During this period, the number of public sector vocational schools had doubled (from 771 to 
1,464) while enrollment increased from 579,892 to 644,619, yielding a decline in average enrollment per 
vocational school from 752 to 440 (Figure 1).14 The project sought to relieve the situation by combining 
multiple activities in the model schools (including some production units), which was expected to 
promote operational efficiency, reduce unit costs, and make TVET investments efficient. The project’s 
vision of large vocational secondary schools was similar to that of other countries involving community 
colleges and polytechnics.  
 

 
11. Public investment in human capital. The rationale for public funding of TVET in Indonesia follows 
the well-known merit goods approach, which is analogous to the rationale of investment in human 
resources more broadly.15 Merit goods, in this case TVET, are likely to be undersupplied if their provision 
is left entirely to the market and results in adverse knock-on effects on improvements in technology and 
productivity in the economy. Hence, public investments in TVET help ensure the achievement of full 
productivity potential, which increases the supply of skilled personnel in the labor market. This rationale 
has informed ADB’s long involvement in Indonesian TVET and the education sector in general.  
 
12. The rationale for investing in TVET should consider the specificities of the Indonesian labor 
market, such as the type of courses and skills targeted, including technical and engineering programs, 
business management, hospitality, or tourism. Reflecting the broad economic development policies of 
the country, the provision of these vocational programs is assisted by public funds and coordinates them 
with the labor and employment market, locally and nationally. Project investments and their design need 
to resonate this coherence.  

 
13  ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila. para. 23. 
14  In the same period, average enrollment in the private vocational schools declined marginally from 370 (2000) to 353 (2006).    
15 Two features of merit goods apply to education. First, students do not fully know the complete benefit stream when they are 

acquiring education. Second, some benefits of educational achievement spread beyond the student to the larger society. Both 
features are embedded in information failure and result in under-investment in education unless supported by the public 
resources. G.S. Becker. 1993. Human Capital: A Theoretical and Empirical Analysis with Special Reference to Education (Third 
Edition). Chicago: University of Chicago Press. 
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13. Strong demand for secondary vocational graduates in the labor market. The RRP indicated a 
strong demand for skills in the Indonesian job market.16 Skilled workers had higher labor participation 
rates, better access to formal employment, and higher incomes. Because of this evidence, the project saw 
increasing the supply of skilled personnel and meeting market demand as a natural path to enhance 
welfare and productivity, with particularly high potential in manufacturing, industry, construction, 
mining, trading, social services, tourism, information and communication technology, agriculture, and 
technology.17  
 
14. Streaming students into vocational stream after grade 9. Indonesia’s success in making junior 
secondary education (grades 1–9) universal, led to a growing demand for admission into senior secondary 
level (grades 10–12).18 Many junior secondary graduates wanted to continue their schooling in higher 
classes.19 When the project was prepared, enrollment at the senior secondary level was growing by 27% 
per year. However, policymakers felt reluctant to let all of them move into general education, which 
opened the option of streaming a larger proportion of students into technical and vocational education 
at the senior secondary levels and meeting the demand for skilled personnel.20 The government’s strategy 
was to: (i) expand senior secondary vocational education and (ii) improve its quality to make it even more 
beneficial for the students and the economy. The project was designed to generally deliver on this 
strategy. The RRP noted that employers preferred vocational graduates over general school graduates. 
Their higher rate of participation in the labor force and greater absorption in the formal sector resulted 
in higher earnings. It was a win–win solution, based on the evidence of better performance of TVET 
graduates in the job market. 
 
15. Firm size and training of technical workers. The public provisioning of technical and vocational 
training in Indonesia was needed because about 90% of employment was in small-scale enterprises. 
These firms could not afford to maintain dedicated training facilities and train their workers because they 
were constrained by limited financial resources and lack of technical know-how. Even if these enterprises 
were somehow able to train their employees, retaining trained workers in the long run remained 
uncertain. In contrast, large firms not only have the capacity to establish in-house training facilities but 
were also more confident in retaining the trained staff over longer periods of time.21 The average firm 
size thus plays an important role in determining public financing of vocational training for workers as 
well as determining workers’ employment, mobility, and earning patterns.  
 
16. Varying rationales of vocational education in a decentralized setting. The overall availability of 
skilled labor and the need to augment productivity are high-level macro concerns and underpinned the 
decision for the country’s public exchequer to support vocational secondary education. In Indonesia’s 
decentralized model of development, however, vocational education is a local government function. 
Under such a setup, promotion of vocational secondary education requires coordination across multiple 
government agencies at different levels.22  

 
16 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to Indonesia for the Vocational Education Strengthening Project. Manila. para. 6: Model school graduates “comprise 25% 
of the skilled labor force and have a higher labor force participation rate than general stream graduates—about 10% higher 
overall and 25% higher for women.” See also “Demand for students with quality vocational and technical skills outstrips supply” 
and “… the need for training typically outstrips the provision of training from training institutions,” in E. Allen. 2016. Analysis 
of Trends and Challenges in the Indonesian Labor Market. ADB Papers on Indonesia. No. 16. Manila. 

17 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 
Grant to Indonesia for the Vocational Education Strengthening Project. Manila. 

18 The government has since adopted the policy of 12-year universal schooling as the norm.  
19 Senior secondary schooling is streamed into general and vocational education in Indonesia. Different countries vary in how they 

exercise the option of streaming students into different groups, like humanities, science, and commerce. Some introduce the 
streaming option after grade 5, some after grade 8, and some provide a common school curriculum up to grade 12 and do not 
permit any option of streaming.    

20  ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila. para. 1. 
21  M. Poschke. 2018. The Firm Size Distribution Across Countries and Skill-Based Change in Entrepreneurial Technology. The 

American Economic Journal: Macroeconomic. 10 (3). pp. 1–41. 
22  This argument was not explicit in the RRP, perhaps because the vocational secondary education system was an early stage of 

decentralization in Indonesia.    
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17. Among other factors, implementing country’s development policies on labor and the job market 
varies by regions and levels of administration.23 The national and local governments provide funds 
through different channels. Some are directly earmarked for TVET institutions while others are routed 
through subventions to lower level governments and then transferred to TVET schools. These flows are 
influenced by agency-level considerations because different agencies carry their own preferences and 
policy agendas.  
 
18. For example, at the lower level such as district or provinces, local labor and employment 
considerations may guide investments. In contrast, a higher level perspective may focus on the broader 
demands of the economy and is likely to respond to the requirements and standards of the national labor 
market.24 The decentralized model of economic development thus creates the need to match the 
provision of education and training facilities to the different layers of the labor market. This implies the 
need for enhanced capacity and a more elaborate and comprehensive coordination across agencies to 
ensure coherence in TVET policy. 
 
19. Technical and vocational education and training provided by both the public and private sector. 
The public sector played a vital role in developing TVET education in the country, but there are now more 
private vocational secondary schools (10,486) in Indonesia than public (3,578) as of 2018. Investments 
in TVET, thus, cut across both the public and private sector.25 Most private schools are owned and run by 
private foundations and organizations and tend to specialize in certain specific programs.26 Although 
their management varies according to the type of program or courses provided by the schools, most of 
these are also supported by government funds. In Indonesia, TVET has three prominent streams: (i) 
technology and engineering; (ii) information and communication technology; and (iii) business 
management. In cases of excess demand for certain skills where graduates command a premium wage 
in the job market, there is greater attraction for private schools to enter and put pressure on authorities 
for accreditation, approval, and eligibility for government grants. Private schools’ ability to charge fees 
depends upon students’ willingness to pay. Student fees are a factor in determining the public subsidy 
required for meeting the market demand for skills for different types of TVET courses. Investment 
considerations can also vary depending on selected enrollee characteristics such as origin (urban or rural), 
gender, or any other social grouping.  
 
20. Government strategic policy for developing technical and vocational education and training. The 
government attaches a high priority to TVET. It has continued to strengthen TVET under different 5-year 
 plans, as shown by investments since the 1980s. An important strategic policy choice has been to divert 
a larger proportion of senior secondary students towards the vocational stream. Over the years, this 
proportion has been increasing and has reached more than 50% of total enrollment in grades 10–12 as 
of 2019. A World Bank study states that the Ministry of Education adopted this strategy in 2006 and 
fixed the target of 70% for vocational education.27 After project completion, the government introduced 

 
23 Following Indonesia’s National Education Law (20/2003), districts managed senior secondary schools; however, in 2014 this 

changed and provincial governments manage these schools.   
24 A. Nasution. 2016. Government Decentralization Program in Indonesia. Working Paper Series. Tokyo: Asian Development Bank 

Institute.  
25 In 2018, the corresponding enrollment is 2,185,796 or an average of 611 students for public vocational secondary schools and 

2,823,469 or an average of 269 for private vocational secondary schools.    
26 Different types of private sector organizations are involved in cooperating across these three streams.   
27 Newhouse and Suryadarma write, “In 2006, MONE [the Ministry of Education] began expanding vocational schools. According 

to their strategic plan (MONE, 2006), the policy rationale is to increase the size of the labor force that is ready-to-work, especially 
among those who do not continue to tertiary education. In addition, the MONE argues that since the unemployment rate of 
vocational graduates is lower than general education, increasing the share of vocational graduates in the mix would result in a 
lower overall unemployment rate.“ They continue, “The policy target is to achieve a 50:50 vocational to general student ratio by 
2010, and a 70:30 ratio by 2015. To achieve this target, the Ministry has instituted a moratorium on building new general 
schools. Instead, the government will construct new vocational schools and convert some general schools into vocational 
schools.” D. Newhouse and D. Suryadarma. 2009. The Value of Vocational Education: High School Type and Labor Market 
Outcomes in Indonesia. Policy Research Working Paper. No. 5035. Washington, DC: The World Bank. 
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another important policy change, making schooling up to grade 12 compulsory in Indonesia in 2014.28 
Together, these two policies drove TVET enrollment in the country. 
 
21. Vocational education as the main avenue of senior secondary education. The emphasis on 
enlarging vocational education is in line with the history of TVET in some East Asian economies. 
Nonetheless, Indonesia is pursuing this policy at the senior secondary level whereas some other countries 
followed this path at a lower level of schooling. The per student unit cost of providing TVET in lower 
grades of schooling is less because workshops and equipment are basic and simple. In the lower grades, 
the opportunity cost of students’ time is also low because they are not likely to have the alternative of 
being engaged in the job market. Indonesia is already a middle-income country, with a publicly 
determined viable minimum wage level. Hence, the relative cost of providing TVET in Indonesia is higher 
compared with East Asian countries that pursued similar policies. Some estimates suggest that the cost 
of TVET in Indonesia is 25% higher than the unit cost of the general stream secondary education.  
 
22. The policy debate in the literature on the benefits of general education against vocational 
education ultimately pivots on the state of economy, incoming technological changes, and the division 
across public–private support to vocational programs. The government’s decision to have a high level of 
vocational enrollment is a bold move to enhance labor productivity which could make Indonesia, as the 
largest Association of Southeast Asian Nations (ASEAN) economy, more attractive for investors. However, 
to be beneficial, the policy must be backed by other supportive measures.  
 
23. Building local government capacity to plan and manage technical and vocational education and 
training. Vocational education policy needs to dovetail with the unfolding economic transformation at 
the provincial and district levels and better match vocational streams and programs with subnational 
economic regions better. TVET schools vary widely in size and quality of teaching–learning processes. 
Provinces are responsible for senior secondary vocational education under the 2014 law, but have limited 
capability for the policy and institutional analysis required for TVET to better respond to the provincial 
economic needs.29 Further, from the point of view of matching TVET to its context or to improve its 
internal efficiency, schools with similar specialization need to network among themselves beyond 
provincial boundaries (e.g., among all technical and engineering schools, or all agricultural schools). This 
would help streamline the curriculum, teaching–learning processes, teacher preparation and training, 
and assessment and certification, and ensure delivery of competency standards through mutual learning.    
 
24. Improving the quality of education and economic efficiency of investments. The independent 
evaluation mission discussions in the field showed that decision-makers are fully aware of the need to 
make vocational schools qualitatively better and economically efficient.30 They acknowledged that even 
the quality of general education needed focused improvements in Indonesia, and improvements in 
science, technology, engineering, and mathematics (STEM) would help upgrade skills (Box 1). They were 
aware that comprehensive technical support was required to flesh out details to plan, manage, and 
implement vocational policy, especially at the provincial and lower levels. Thus, while the policy direction 
is set well by the strategic (5-year) plans, operational aspects require technical underpinning to ensure 
that investments are efficient, lead to increased labor productivity, and are inclusive, while protecting 
Indonesia’s environment. 
 
25. Because of the government’s intention to enhance public investment in TVET, the availability of 
funds per se is not as much an issue but the challenge of ensuring economically efficient use of resources  

 
28  United States Agency for International Development (USAID) and FHI360. 2015. Workforce Connections: Analysis of Skills 

Demand in Indonesia. United States of America. 
29 “Indonesia’s decentralized mode of governance poses certain challenges. Local governments suffer from a lack of human and 

financial resources, and from poor coordination within and between regions.” In E. Allen. 2016. Analysis of Trends and 
Challenges in the Indonesian Labor Market ADB Papers on Indonesia. Manila: ADB. p. 37.  

30  Decision-makers in the BAPPENAS Directorate of TVET and professional colleagues are especially aware of this need.  
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needs to be addressed during 
implementation of the policy directive.31 This 
is especially complex in the context of 
decentralization in Indonesia, as some issues 
concerning fiscal devolution have yet to be 
detailed and firmed up. The latest Article IV 
mission of the International Monetary Fund 
noted the need to “improve the efficiency of 
spending and the quality of education” in 
the context of skill upgrading and human 
resource development in Indonesia.32  
 
26. ADB’s strategy for technical and 
vocational education and training. ADB 
recognizes the role of TVET in promoting 
economic development and has been 
involved in supporting TVET in Indonesia and 
Asia and the Pacific since the 1980s. Some 
earlier ADB investments helped develop 
scientific and technical personnel in the 
1980s. During the 1990s, ADB noted that 
some member countries were experiencing 
resource constraints in providing universal basic education and ADB briefly shifted towards supporting 
general education. More recently, as most of the countries have already achieved universal basic 
education (although of varying duration and quality), ADB reverted to full-fledged support for TVET, as 
clearly stated in 2010 Education Sector Operations Plan within the broad framework of ADB’s Strategy 
2020.33 TVET continues to remain a priority area for support in ADB’s Strategy 2030.34 
 
27. Major global agencies rallying to support quality of education. ADB’s continued emphasis on 
education and human resource development in Indonesia is in line with the global emphasis on education 
since the 2000s. To align educational efforts with the Sustainable Development Goals, major global and 
regional institutions reviewed the role of education anew and underscored the need to improve 
performance, emphasizing the efficiency and quality of outcomes amid the growing influence of 
information and communication technology. These reviews include UNESCO (2015) on Rethinking 
Education, the Organisation for Economic Co-operation and Development (2017) on Innovative Learning 
Environments: Implementation and Change, World Bank’s World Development Report on education, 
World Bank’s Human Capital Index project, the International Monetary Fund’s write up “Southeast Asian 
Youth on Education, Technology and the Future of ASEAN,” and also its Technology and the Future of  

 
31 “The coexistence of skill shortages (from the employers’ perspective) and underutilization of learned skills (from the employees’ 

perspective) highlights the problem of skills mismatch and education investments that are not responsive to market demands, 
resulting in suboptimal use of education resources and human capital.” In Manila. E. Ginting, C. Manning and K. Taniguchi, eds. 
2018. Indonesia: Enhancing Productivity Through Quality Jobs. Manila: ADB. p. 172. 

32 International Monetary Fund. 2019. Indonesia: 2019 Article IV Consultation—Press Release; Staff Report; and Statement by the   
Executive Director for Indonesia. Washington, DC. p. 28; and S. Kadir, Nirwansyah, and B. Backrul. 2016. Technical and Vocational 
Education and Training in Indonesia: Challenges and Opportunities for the Future. Singapore: National University of Singapore. 
The National University of Singapore. study noted that the quality of education is varied across districts and is a product of the 
ability of an institution to utilize its resources effectively. The study also recognized that inadequacies in teacher qualifications, 
remuneration, instructional hours and education infrastructure persist across the whole country. 

33 ADB. 2010. Education by 2020: A Sector Operations Plan. Manila. 
34 Operational plans have been prepared for each of the seven operational priorities of Strategy 2030. They set out how and where 

these priorities will be operationalized. The operational plans have been prepared by members of sector and thematic groups in 
collaboration with all operations and knowledge and support departments and are interlinked and complementary. See ADB. 
2019. Strategy 2030 Operational Plans: Overview. Manila.  

Box 1: Human Capital in Indonesia 
 

Human capital index. Indonesia ranks 87th out of 157 
countries on the Human Capital Index. A child born in 
Indonesia today will be only half as productive when she 
grows up as she could be if she enjoyed complete education 
and full health. 
Expected years of school. In Indonesia, a child who starts 
school at age 4 can expect to complete 12.3 years of school 
by her 18th birthday. 
Harmonized test score. Students in Indonesia score 403 on a 
scale where 625 represents advanced attainment and 300 
represents minimum attainment. In surrounding countries, 
the scores are Cambodia (452), Lao People’s Democratic 
Republic (368), Malaysia (468), Myanmar (425), Philippines 
(409), Singapore (581), Thailand (436), and Viet Nam (519).   
Learning-adjusted years of school. Factoring in what children 
actually learn, the expected years of school are only 7.9 years. 
Gender. Girls perform consistently better than boys on 
Human Capital Index indicators.   
 
Source: World Bank. 2017. World Human Capital Index Project. 
Washington, DC. https://data.worldbank.org/country/ID. 
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Work.35 These works point to the need to improve education’s relevance and quality. The global agencies’ 
emphasis on improving the quality of education applies to both technical and general education. 
However, in the case of Indonesia, improving the quality of general education will also help improve the 
quality of TVET education.  
 
28. The project in ADB’s Indonesia country strategy. More specifically, the project aligned with ADB’s 
2006–2009 country strategy and program, which identified low competitiveness in Indonesia as a 
constraint to rapid economic growth. The project sought to expand vocational education, improve the 
quality of training, and enhance the labor market’s competitiveness. Further, the intervention was in line 
with ADB’s earlier TVET projects since the 1980s (Appendix 1). As noted earlier, ADB followed the project 
with two other TVET projects and also supported TVET in Indonesia with several TA projects (footnote 4). 
 
29. Development partners in Indonesia’s technical and vocational education and training. During 
project design, an education sector working group usually coordinates aid in education. ADB solely 
financed the project. In Indonesia, several other development partners are engaged in TVET and 
education: Australian Aid, the German Agency for Technical Cooperation (GIZ), the Japan International 
Cooperation Agency (JICA), Netherlands, through Netherlands Universities Foundation for International 
Cooperation, Save the Children, the United States Agency for International Development (USAID), the 
United Nations Systems, and the World Bank. The GIZ is closely involved and is currently preparing a plan 
to engage the private sector to support vocational education and training. Likewise, Netherlands 
Universities Foundation for International Cooperation is upgrading vocational education in the 
agricultural sector.  
 

B. Time, Cost, Financing, and Executing Arrangements 
 
30. Timing. In 2006, ADB’s project preparatory technical assistance initially envisioned the project as 
a comprehensive project comprising both general secondary education and vocational education.36 
Discussions with government, however, subsequently led ADB to limit the project to the vocational 
stream to strengthen the competitiveness of the Indonesian economy, and forge active linkages with the 
global production networks and value chains through international corporations. The project was 
approved in March 2008 and became effective in July 2008. It closed in November 2014, 1 year later than 
its scheduled closure in the loan agreement. A midterm review of the project in May–July 2012 hastened 
the completion of the outstanding activities.  

 
31. Project cost. The base cost of the project at approval was estimated at $108 million, or $115 
million after including contingencies and interest during construction. The base cost was spread across 
five components: (i) refocusing school management using a business approach, (ii) improving quality of 
teaching and learning,(iii) strengthening school–industry linkages, (iv) enhancing entrepreneurship focus, 
and (v) project management. The large majority, 81.5%, of the base cost was earmarked for improving 
the quality of teaching and learning through providing civil works, workshops, and equipment. The rest 
was spread somewhat evenly across other components: refocusing school management using a business 
approach (6.3%), school industry linkages (4.6%), entrepreneurship focus (3%), and project management 
(4.5%). The final loan disbursed was $75.8 million, the total project cost was $109.4 million at 
completion. 
 

 
35 United Nations Educational, Scientific, and Cultural Organization (UNESCO). 2015. Rethinking Education: Towards a global 

common good?; Organisation for Economic Co-operation and Development (OECD). 2017. Innovative Learning Environments: 
Implementation and Change.; World Bank. 2018. World Development Report: Education. Washington, DC.; World Bank. 2017. 
World Human Capital Index Project. Washington, DC.; and International Monetary Fund. 2018. Southeast Asian Youth on 
Education, Technology and the Future of ASEAN. Finance and Development. Washington. DC. 

36 ADB. 2006. Technical Assistance to Indonesia for the Second Senior Secondary Education. Manila; and ADB. 2016. Completion 
Report: Vocational Education Strengthening Project in Indonesia. Manila.  
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32. Project financing. ADB sourced project funds from the Asian Development Fund. The availability 
of counterpart funds, especially during the first 2–3 years, was uneven because government counterpart 
funds allocations were delayed and were released late in the annual cycle. The delays stemmed from 
problems in the approval of state annual budget and Indonesia’s changes in budgetary procedures at 
the time of implementation.  
 
33. As noted in the PCR (para. 29), the fund channeling mechanism was “relatively straightforward” 
with 84% of project funds transferred directly from the project imprest account to the vocational schools. 
The design planned for the DTVE to disburse resources for output 1 (management training) concerning 
model school equipment, management, and teacher in-service training, and monitoring and evaluation  
(M&E) services. During implementation, the process was found impractical and was given up midway. 
Hence, funds for procuring equipment were transferred to schools, allowing them to procure equipment 
individually according to their needs and preferences. The following are salient features of the project’s 
financial arrangement. 
 
34. Financing plan. The project financing plan split ADB and government’s funding share in a 70:30 
ratio. Under the financing plan, certain items were identified for 100% ADB financing while others were 
to be funded 100% by the government. The bulk of project allocations were earmarked for the school 
business plan component. Allocations for this component were split into 68% for ADB and 32% for the 
government, and included the development program in model and alliance schools. It was also the only 
project component in which ADB and the government shared funding jointly; other components were 
segregated for 100% financing by either ADB or the government. Notably, the government financed all 
project management costs, whereas ADB fully funded the remaining components such as education 
management information systems (EMIS) equipment, management and teacher training, consulting 
services, and M&E surveys.  
 
35. Block transfers to project schools. Under the decentralization model that Indonesia pursued since 
2000, local governments supervise the implementation of the education program. During project 
implementation, vocational secondary education was a district level function based on a 2003 law.37 The 
national government transferred project funds, comprising ADB’s share as well as the government’s 
counterpart funds, to vocational secondary schools as block grants.38 Apparently, transferring donors’ 
project funds as block grants has been a long-standing practice in Indonesia, as an earlier ADB loan was 
also distributed through block grants.39 The government considered the modality expedient because 
vocational education, as a local government function, was not strictly within the purview of national 
government financing. Block transfers enabled financial support from national government while leaving 
the discretion of strict compliance with itemized expenditure to the recipient local agencies.  
 
36. Financing based on school business plans. Project funds transferred to model vocational schools 
were based on school business plans, which had been reviewed and approved by the project 
management unit (PMU), executing agency, and its technical advisory committees at the national level.  
 
37. Transfer of funds into school committee accounts. The project laid special emphasis on 
strengthening functioning of school committees. The PCR noted that the “project was managed by the 
head of school committee.”40 Block grants to model schools were transferred to school committee 
accounts rather than into school’s account.  
  

 
37  Act of the Republic of Indonesia on the National Education System 20/2003. (see footnote 23). 
38  ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila. Appendix 6: Summary of 

Project Cost and Financing, p. 64. The PCR observes, “the funds were transferred directly to the school committee’s account 
through block grant.” 

39  IED. 2011. Performance Evaluation Report: Technical and Professional Skills Development Sector Project in Indonesia. Manila. 
para. 71. p. 18. 

40  ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila. para. 31. 
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38. Financing project activities within the school cluster. The project followed a cluster-network 
(model–alliance) approach where a model school was to work with two or three smaller, rural, and lower 
level vocational schools, known as alliance schools. Because the financial transfers to model schools 
themselves were through their school committee account, projects earmarked for alliance schools were 
also presumably routed through school committees of model schools. This financial arrangement aimed 
to strengthen the relationship between model and alliance schools.  
 
39. Performance-based allocations. The amount of block grants to project schools varied depending 
upon school performance, especially the performance of alliance schools. When it was noted that some 
alliance school was not performing well, then its financial allocation under the project was canceled and 
reverted to the model school. 
 
40. Executing arrangements. The Directorate-General of Secondary Education, Ministry of Education 
and Culture was designated as the executing agency. The DTVE was the implementing agency, and its 
director was the project director.41 A project steering committee was created to provide policy guidance 
and coordination. The deputy minister for Human Resources and Cultural Affairs of the National 
Development Planning Agency (BAPPENAS) chaired the committee. Senior officers from Ministry of 
Education and Culture, Ministry of Manpower, Ministry of Industry, and Chamber of Commerce are also 
committee members. The project steering committee, which held meetings semiannually, was supported 
by a technical committee led by the director for Religious Affairs and Education, BAPPENAS. These 
arrangements functioned well, although the PCR noted minimal participation from some project steering 
committee members because of the absence of some of its representatives during the semiannual 
meetings. 
 

C. Technical Assistance 
 
41. ADB approved a TA with a grant of $500,000 along with the loan. The TA aimed to help selected 
model schools introduce skills upgrading and certification programs for workers and develop a coherent 
policy framework for sustainably upgrading programs in the vocational school system. The TA was 
expected to support the project by strengthening the links of vocational schools with industry, improving 
school sustainability, and expanding skills upgrading opportunities for workers.  
 
42. The TA outcome sought to facilitate wider opportunities for skills upgrading for workers, 
delivered through model schools on a demand-driven basis in collaboration with industry. It was expected 
that a set of well-researched and closely monitored trials would provide a basis for the expansion of skill 
upgrading courses. The TA outputs included a study on the career center concept and alternative 
approaches, school trials of alternative career center arrangements, incorporation of course data into the 
EMIS, and a policy paper and manual on providing skills upgrading courses in model schools. The TA had 
three phases. After studying the situation, consultants were to assist the taskforce identify 10 model 
schools and other professional upgrading institutions. To gauge the needs and priorities for vocational 
education, vocational school principals would undertake a field trip to two or three countries. The TA 
was to prepare a final report based on the results of the trials and make recommendations for a 
sustainable skill upgrading program in model schools.  
 
43. The TA completion report was attached to the PCR.42 It rated the TA unsuccessful because it could 
not undertake some envisaged activities and thus failed to deliver the outputs. The report questioned the 
timing of fielding the TA in the project cycle and felt it was launched prematurely. Sequencing of TA 
activities was inappropriately tied up with the main project activities. TA implementation faced 
coordination problems with the executing agency and implementing agency. For example, they were 

 
41 During project design, the executing agency’s official name was Directorate General for Management of Primary and Secondary 

Education under the Ministry of Education. Following the Ministry of Education’s reorganization in 2009, the Directorate General 
was split up into the Directorate General for Basic Education and the Directorate General for Secondary Education. 

42 ADB. 2016. Completion Report: Vocational Education Strengthening Project in Indonesia. Manila.  
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unable to reach an agreement on places for the field visit and the field trip had to be abandoned. The 
report observed that “ADB was less effective in handling the communication gap between the executing 
agency and the consultant.” The report assessed the role of the consultants, executing agency, and ADB 
less than satisfactory. Based on document review and field interviews, this evaluation concurred with the 
report and rated the TA unsuccessful. Better TA implementation would have further improved project 
performance.  
 

D. Procurement, Construction, Consultants, and Scheduling  
 
44. Procurement, consulting services, equipment, and schedule. Procurement of equipment and civil 
works which the model schools managed on their own (self-managed or swakelola), provided freedom 
of choice and selection to school committees and associated decision makers. Model schools appreciated 
this option. Field discussions revealed that they were satisfied with procurement decisions and noted 
that activities were undertaken in time, economically, and efficiently. However, the PMU could not 
implement central procurement of equipment as envisaged in the RRP. During field discussions, alliance 
schools that did not have much to procure expressed their dissatisfaction over limited allocation of funds 
and the missed opportunity to make their own procurement.  
 
45. The project included four contracts for consultancy services and two individual contracts for 
preparatory work. For the main task of school business plan preparation and implementation, the PMU 
identified 21 national consultants for a total of 207 person-months.43 Project management faced several 
issues in engaging consultants and securing satisfactory outputs from them. During implementation, the 
executing agency replaced the planned consultancies with six vocational education development centers 
(VEDC) that were recruited to facilitate school business plan preparation for model schools.44 Changes in 
the mode of procurement delayed VEDC engagement and, combined with delays in the availability of 
counterpart funds, upset project scheduling in the first 2 years.45 The PCR observed that the “scarcity of 
SBP [school business plan] facilitators in the market was not identified during project design” (para. 36). 
Delays in consulting services were further aggravated by non-availability or resignations of other 
consultants. During inception, the executing agency replaced 9 out of 21 consultants (43%) because of 
unavailability or resignations.  
 
46. Consultant performance. The executing agency and the implementing agency did not approve 
the work of the firm engaged under the project. Instead, multiple changes followed in the terms of 
reference, mode of procurement, and personnel. Delays resulted in slippages. After ADB approved the 
termination of the consulting firm, individual consultants were engaged to perform the tasks, but the 
performance was uneven. Important activities like the financial management information system, project 
management information system, and M&E system could not be set up in time to assist project 
implementation. The M&E system was completed only towards project closing in 2013. Currently, the 
system has TVET data in electronic format. Problems in recruitment and engagement of consultants were 
unexpected in the case of education on the premise that government agencies were fully familiar with 
ADB procedures and practices. ADB had implemented several projects, both loan and TA, in these areas 
and the project was building on this long experience.  
 

E. Safeguard Arrangements and Gender Action Plan 
 
47. There were no safeguard issues under the project. The gender action plan (GAP) was prepared in 
the RRP. It was revised during project implementation and generally implemented well. Although females 
accounted for nearly half of the enrollment in secondary education in Indonesia, their participation in 
the labor market was low. Outside of metropolitan areas, women were concentrated in short term, low 

 
43 Footnote 17, Appendix 10. 
44 VEDC is a semi-government training institution. The VEDCs were in Bandung, Cianjur, Jakarta, Malang, Medan, and Yogyakarta. 
45 Footnote 42, para 30. 
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paying traditional jobs, especially in rural areas. This was clearly an underutilization of country’s skills and 
human resources. The project sought to upgrade their skills by “creating equal opportunities” to benefit 
them through vocational education.  
 
48. The GAP sought to (i) increase female enrollment in the vocational stream; (ii) construct separate 
sanitation facilities for male and females; (iii) provide equal access for female and male students to work 
placements, apprenticeships, and production units or school-run businesses; and (iv) ensure equal access 
among all teachers for upgrading teaching skills. Further, the RRP identified the inclusion of (i) a gender 
representative in PMU responsible for gender activities in DTVE; (ii) a gender member in school 
committees overseeing gender related activities; (iii) gender related reporting under M&E; and (iv) 
balanced reporting on achievement of gender equality while writing what works and does not work in 
vocational education. Moreover, school business plans were expected to have a gender specialist and 
prepare a school specific GAP. A revised GAP was prepared and was to be implemented, but lack of 
monitoring prevented reporting progress on gender targets during implementation.  
 
49. The PCR noted that while female enrollment in vocational streams had increased, its distribution 
remained lopsided across TVET programs. Despite some increases in technology and engineering 
programs, female enrollment was predominantly in business and management, hospitality and 
restaurant, and tourism programs. The project created some new opportunities for female students in 
electronics, information and communication technology, and surveying. The project provided separate 
facilities for boys and girls and ensured equal training opportunities for female teachers. During the 
evaluation’s field visit, IED met several female participants who actively participated in the meetings and 
discussions. 
 
50. The gender performance could have been better assessed under the project if there had been a 
functioning M&E system with gender-disaggregated data during implementation. As noted in the PCR, 
the absence of a dedicated gender specialist in the PMU throughout the project implementation period 
was not helpful in assessing the gender related progress. 
  

F. Design Changes   
 
51. Between 2006 (when the project design was firmed up) and 2019, several changes took place 
indicating the dynamism of skills development in the context of Indonesia’s overall development. Below, 
section 1 describes changes during project implementation and section 2 describes changes that took 
place after project completion.  
 

1. Changes during Implementation 
 

52. Moving away from large model school approach. The single most important change during 
implementation was lowering the aspiration to link large model schools with multinational corporations. 
Some model schools were in districts without large commercial undertakings to link with. Linking with 
local businesses or industry rather than multinational corporations was deemed a more pragmatic way 
to make vocational education productive, link it with economic activity, and benefit the target groups. 
The change was pragmatic and rendered the project design more realistic.  
 
53. Formulation of school business plans. School-based management and school business plans were 
the main planks of the project’s approach to vocational secondary education. However, developing these 
plans entailed a complex and intensive exercise at the school level, for which the project did not provide 
requisite preparatory arrangements. There should have been adequate time and resources for the school 
principals and the school committees to ingest the new role and translate their vision into a technical 
school development plan for financing. The PCR noted that the technical expertise required for school 
business plans was underestimated during appraisal. Faced with the problem, the PMU standardized 
school business plan preparation with the help of the VEDCs and allocated financial resources broadly in 
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line with school business plans. The project design did not elaborate the specific role of alliance schools 
in the model school plans. Consequently, the scope of the model–alliance school cluster narrowed, and 
project plans were virtually confined to the 90 model schools. 
 
54. Procurement of equipment and managing of consulting services. The project design envisaged 
that the PMU would centrally procure equipment for all model and alliance schools based on the schools’ 
individual requisitions. Although many ministry officials were involved in implementing the project (12–
15 functionaries), the PMU found it difficult to pool the requisitions and procure the equipment centrally. 

Challenges in consultant recruitment and work quality also contributed to significant delays. The project 
was assessed in the initial years as “at risk” in ADB’s internal project performance documents, thus 
changes in procurement methods became necessary.46 
 

2. Changes after Project Completion 
 

55. Shifting vocational secondary education responsibility to provincial governments. The 
government’s structural rationalization assigned different levels of education to different levels of 
governments.47 While the government left management of basic education (grades 1–9) unchanged at 
the district and city levels, it transferred secondary education to the provincial level, and the national 
government retained the responsibility for the management of tertiary education.  
 
56. This important change streamlined Indonesia’s education management, but (i) increased the 
need to develop provincial technical capability to plan, support, and manage vocational secondary 
education, and (ii) affected how funds devolve to the provincial governments to support vocational 
education. Further, different provinces needed to harmonize their visions for the vocational education 
program to have a common national thrust. The rationalization of education levels by the levels of 
government is likely to have long term implications, as the model of decentralized development takes 
deeper roots in Indonesia.  
 
57. Changes in financial management of model schools. The project was virtually implemented by 
school committees and project funds were transferred to their accounts, and not the school accounts. 
After the project, this practice was discontinued. The government also rescinded the ability of some of 
the specialized schools to retain revenue generated by production units or business-related activities, 
which were selling finished products or services. This is likely to weaken incentives for forging linkages 
with local industries or setting up production units in model schools. Such activities would end up 
becoming dependent on school budgets. Having assumed control of vocational secondary education, 
individual provinces may have different approaches to such financial decisions.  
 
58. Reinforcing human resource development and revitalizing vocational schools. The new 
government, elected in April 2019, has renewed the emphasis on human resource development and 
prioritized vocational secondary education for a comprehensive revitalization program. Among others, 
the private sector, as represented by the Chamber of Commerce and Industry (KADIN), is also helping 
formulate the new approach, along with traditional partners interested in skills development, e.g., GIZ.48 
The key objective of the exercise is to shore up the quality of teaching–learning process in the schools, 
especially the quality of vocational teachers, and make school management economically more efficient. 
The overall approach is likely to be guided by a high-level national committee on vocational education 
and training, which is under consideration. In addition, during project implementation, the government 
split the Ministry of Education—which handled both tertiary and secondary education—but is now 
combining it again.  

 
46 Footnote 42, para. 38. ADB allowed model vocational schools to procure simple equipment and furniture using the shopping 

method. The project was also classified as at risk because of counterpart financing issues. 
47 The regulation was promulgated in 2016 but was made effective in 2018. 
48 The Chamber of Commerce and Industry or Kamar Dagang dan Industri (KADIN) is the umbrella organization of the Indonesian 

business chambers and associations. 
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G. Loan Covenants  
 

59. The loan agreement included were 18 covenants (Appendix 3). To the executing agency’s credit, 
it met most of these, but it met two covenants only after significant delay. First, the project design 
specified that within 12 months following the loan effective date, the executing agency would design a 
comprehensive project management information system for the different level of management, including 
the Directorate General for Management of Primary and Secondary Education, the provincial education 
offices, and model schools.49 The Directorate General for Management of Primary and Secondary 
Education was also expected to develop a users’ manual in same period. The executing agency met this 
covenant after a delay of 48 months. As a result, during project implementation, the tracking of progress 
was weak and ad hoc. It was not possible to preempt problems or to undertake any corrective measures. 
Nonetheless, this evaluation was able to benefit from the use of the database information systems 
developed during the project. The database was populated with more recent information that includes 
selected indicators concerning the national vocational senior secondary school system or Sekolah 
Menengah Kerjuruan (SMKs) across the country. 
 
60. The second covenant which was not implemented on time concerns the establishment and 
functioning of a task force to handle complaints from the communities. The purpose was to “encourage 
more stakeholders vigilance as well as ensure greater accountability.”50 The task force should have been 
established within 9 months after effectiveness but was not. The lapse deprived project management of 
an opportunity to monitor community feedback on project progress. In addition to these two covenants, 
the PCR noted that the covenant on timely disbursement of project funds was not fully met. In general, 
this evaluation confirms that the covenants were complied with, albeit with some delays.

 
49 Directorate General for Management of Primary and Secondary Education is under the Ministry of Education. 
50 Footnote 17, para. 65. 



 
 

 

CHAPTER 3 

Performance Assessment 

 
 
 

A. Relevance 
 
61. The project was in line with the country’s policy on development of vocational education in senior 
secondary schools and was designed based on a set of interlinked principles which continue to inform 
vocational school education despite changes over time. Given Indonesia’s long-standing commitment to 
TVET, the project was clearly aligned with the government’s development priorities and ADB’s country 
partnership strategy for Indonesia at the time of appraisal and remained relevant at completion.51 It 
subscribed to the government’s focus on human resource development not only during project 
implementation but also afterwards. The project underscored the role of education and the need for 
skills upgrading to increase the competitiveness of Indonesian economy, attract overseas investment, 
and alleviate poverty. Finally, the project is also aligned with ADB’s strategy for TVET, particularly the 
2010 Education Sector Operations Plan, which prioritized TVET as an area of support. 
  
62. The underlying diagnostic analysis of vocational schooling revealed that many graduates were 
leaving secondary education without the skills necessary to ensure national economic and industrial 
development. Vocational schools which comprised 6,800 public and private institutions and 2.86 million 
students at the time of project approval, needed to respond better to the job and labor market situation.52 
In addition, TVET was expected to certify skills acquired on-the-job in the formal and informal sectors, 
and generally support entrepreneurship. An important consideration was to encourage young students 
to opt for self-employment and wean them away from wage employment. The project’s objectives were 
thus in consonance with government’s broader development considerations and were well supported by 
project design. 
 
63. For viable scaling up, the active pursuit of vocational schooling had to be based on ensuring 
economic viability by keeping per student unit costs low. The global experience in vocational education 
had revealed that TVET’s development was often thwarted by higher unit cost compared to the unit cost 
of general secondary education. The project responded to this challenge by pursuing a design based on 
three interlinked and mutually supportive principles: (i) school based management using school business 
plans; (ii) a cluster (model–alliance) approach under which each leading model vocational schools 
networked with two or three smaller schools (known as alliance schools); and (iii) community-based 
management of vocational education through active linkages with local business, economy, and 
industrial undertakings. The evaluation team’s discussions with the government indicated that these 
thrusts implicit in the project design continue to be relevant for the development of vocational schools. 
Nonetheless, some facets of the project encountered implementation challenges for several reasons, 
particularly innovative approaches such as the formulation of school business plans, the cluster approach, 
and the school committees. Hence, adjustments were necessary and affected both project efficiency and 
effectiveness.  
 

 
51 The country strategy and program underscored that improving the skills base and competitiveness of the labor force through 

strengthened quality and relevance of secondary education particularly vocation education and technical training will contribute 
to the country’s economic growth. ADB. 2006. Country Strategy and Program: Indonesia, 2006–2009. Manila; and ADB. 2012. 
Country Partnership Strategy: Indonesia, 2012–2014. Manila; BAPPENAS. 2005. National Medium-Term Development Plan, 2004–
2009. Jakarta; and BAPPENAS. 2010. National Medium-Term Development Plan, 2009–2014. Both BAPPENAS plans emphasized 
education development as priority areas. 

52 In 2018, TVET schools numbered more than 14,000. 
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64. Conceptually, the project was well conceived in identifying these interrelated principles for 
developing vocational schools in Indonesia, but the project implementors, whether in the government or 
vocational schools, did not fully internalize the importance of the design. The implementors were not 
trained to perform their role and deliver these principles but tried their utmost and implemented the 
project as well as they could. They made the most of its positive features, like transfer of funds to the 
school committees and freedom to procure civil works and equipment as per their felt needs. Many 
school level functionaries expressed a sense of achievement in experiencing the freedom to make choices 
for their schools and local businesses and to implement their approved school business plans, which 
usually centered on meeting demand for skills training and identifying resources to upgrade facilities and 
purchase equipment. Nevertheless, there were also concerns about the risk of school funds being 
misused.53  
  
65. Notwithstanding, government policy continues to underscore developing vocational secondary 
schools along the project principles. ADB support was in accordance with its country partnership strategy 
and ADB’s education sector policy. The project design was motivated by the need to establish 
economically viable vocational schools. These design features remain general guideposts for developing 
vocational schools in Indonesia, despite several structural changes in the country. These features are also 
coherent with activities of other development partners during and after project implementation. The 
evaluation assesses the project as relevant to country and ADB objectives, and the project’s design as 
relevant to its objectives. 
 

B. Effectiveness 
 
66. The project generally achieved its intended outcome of improving the quality and relevance of 
TVET and expanding access to it even after project completion, using the performance indicators 
identified in the design and monitoring framework (DMF) for expected outcome and outputs. 
Accordingly, achievements in the PCR DMF was updated and validated based on the independent 
evaluation mission findings and additional data as appropriate (Appendix 4). The following paragraphs 
analyze and discuss these achievements and findings in detail.  
 
67. Rising enrollment in vocational schools, particularly by females. The project was expected to 
increase enrollment in model schools by 20%. The PCR noted that total enrollment in model schools 
increased by 35.0% during 2008–2013, yielding an average annual growth rate of 7.0%. However, the 
PCR did not provide information about the increase in enrollment in alliance schools. Notwithstanding, 
recent post project-completion data (2013–2019) indicate that enrollments have continued to increase 
in model schools annually, although at slower rate (3.2%), while enrollments for the 230 alliance schools 
grew at an average of 2.2%. For the SMKs nationwide, available data indicate an annual enrollment 
growth rate of 3.3% during 2011–2019 (Table A5.1). Based on latest data from the TVET EMIS, the 90 
model schools showed the share of female students’ total enrollment increased from 37% in 2008 to 
43% in 2019, more than the 40% target at project completion.54 Female enrollment for technical and 
engineering courses, which is usually male dominated, also continued to rise from 13% (2008, pre-
project) to 20% at completion (2013) and 23% as of 2019 (Table A5.2). Gender breakdown nationwide 
showed a female enrollment rate of 58%. The number of vocational schools also registered an increase 
in line with the government policy by 37%, from 10,256 in 2011 to 14,064 in 2018 or 4.6% per year 
(Table A5.3).55  

 
53  Footnote 17, para. 27. The RRP also noted the need to strengthen school financial management and compliance. 
54 There was no target set for alliance schools for female enrollment in the project DMF, although the PCR reported that female 

enrollment increased from 37% to 40% as of 2012 based on the revised gender action plan (footnote 42, Table A5.1). No data 
is available for 2019 for female enrollment in alliance schools. 

55 https://dapo.dikdasmen.kemdikbud.go.id  
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68. Field discussions confirmed that model schools under the project attracted a larger number of 
students. As a result, many model schools have now run into their enrollment ceilings, which partly 
explains the lower growth rates post completion. Overall, the enrollment in senior secondary vocational 
stream continues to increase, albeit on a much slower rate. The post-project completion dip and recent 
recovery in output of graduates are shown in Figure 2 below.56  
 

 
 
69. Expanded course development and coverage under a refocused business approach, particularly 
with the assistance of industry linkages. The school business plan faced initial challenges but has 
influenced the model vocational schools in management and planning. The model schools were able to 
plan long term and capitalized on their strengths. For instance, vocational schools increased their 
coverage of subjects, although they continued to concentrate in accounting, computer engineering, 
marketing, motor vehicle engineering, multimedia, or office administration.57 Some schools updated 
their teaching methods and materials to keep pace with the changing technologies. Model vocational 
schools also taught general education STEM courses to students in a bid to enhance students’ cognitive 
ability, although it is still a challenge in Indonesia. The changes helped enable about 15% of vocational 
school graduates to continue tertiary education whether in polytechnics or in the general education 
stream.58 Memorandum of Understanding (MOU) or other formal channels signed by the schools with 
multinational and local industries helped increase course offerings. Most MOUs involved the industry 
personnel to improve curriculum, develop new programs and courses, or set up a “teaching factory” or 
production unit as the project envisioned. Data from 2019 shows that each of the 90 model schools 
signed and maintained agreements with industry representatives, but the number of agreements 
dropped to 936 from the 1,386 reported by the PCR. The success of these interlinkages between SMKs 
to multinational industries faced initial challenges because of the mismatch between big industry needs 
and local school expertise. During implementation, the government reversed its policy of supporting 
large schools linking up with multinational corporations, and instead took advantage of the presence of 

 
56 The average growth rate for TVET graduates based on available data for 2011–2018 was around 4.4%.  
57 Indonesia’s overall female labor force participation rate at 53.2% continues to be lower than that of East Asian and Pacific 

countries (60.5%). http://data.worldbank.org/. The TVET system in Indonesia is generally divided into 9 streams, 47 programs, 
and 146 competency standards. In enrollment across vocational programs, the highest proportion of students belonged to the 
technology and engineering, which accounted for more than 50% of enrollment for 2019. Business and management is the 
second highest category. Taken together, these two categories account for four-fifths of the total enrollment in vocational 
secondary education. A gender breakdown for the two groups shows female enrollment of 22.8 % for technology and 
engineering and 70.9 % business and management (Table A5.2). 

58  Available data as of October 2019 noted that 62% of the SMK graduates were employed, 8% were self-employed, 15% proceeded 
to tertiary education, and about 15% were unemployed or looking for work. http//psmk.kemdikbud.go.id. 
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local business and commercial needs. This resulted in better and sustained linkages between some 
schools and local industries, even beyond project completion.  
 
70. Enrollment rates boosted by improved facilities and equipment of model schools, trained 
teachers, and the involvement of community members in school level management. The project provided 
civil works, improved facilities (including more female-friendly facilities), and furniture for model 
vocational schools. It also equipped selected schools with workshops and provided some tools and 
consumables to work with. The schools determined and chose procurement depending upon their felt 
needs. The procurement was reportedly economical and undertaken in a shorter time. The evaluation 
team randomly visited schools and found them mostly clean, hygienic, and well maintained. Secondary 
schools were quite well managed. Project provisions improved the image of vocational education and in 
turn invited greater interests among students, their families, and teachers. The project trained 7,736 
teachers with quality or competency standards, 47% of which are females.59 The project also encouraged 
local officials to show greater interest in school activities and led them to occasionally contribute 
additional resources from local government resources. Local business groups took interest in school 
affairs, which helped increase training opportunities and employability of school graduates.60 Students 
became more familiar with job market conditions and work situations.61 Project investments increased 
the goodwill and prestige of vocational schools and drew them closer to the commercial world. These 
features enabled a larger flow of vocational graduates and helped move them towards better 
employment opportunities.  
 
71. Model schools were able to introduce entrepreneurship in their curriculum. Some model schools 
introduced entrepreneurship in their curriculum but could not sustain entrepreneurial activities because 
of conflicts with school schedules and lack of income after the government rescinded their ability to 
retain revenue from business production units (para. 57). Proper monitoring to track progress could have 
improved entrepreneurial promotion, but it was not established until 2013, towards the end of project 
completion (para. 46). Although ADB featured the project’s anecdotal success stories on 
entrepreneurship, more information about linkages between schools and their graduates who opted for 
self-employment would have helped.62 Schools could have used this information to establish 
entrepreneurial linkages with their alumni, in addition to the existing local enterprises. This lack of 
information underscored the limited performance in promoting actual entrepreneurship. The evaluation 
team found scant information on the status of self-employed graduates and their earning opportunities 
compared to those employed by industries. This is an area where future improvements on monitoring 
can be explored to gauge the actual benefits of entrepreneurship for TVET graduates. 
 
72. Room for improvement in the quality of vocational education. While the quantity and quality of 
vocational school outputs increased, the quality did not grow as much as the project envisaged. Students’ 
academic performance during implementation improved, but declining test scores, especially in the last 
4 years post-completion (2015–2018), though improving in 2019, remain a source of serious concern.63 
The overall national test scores may have been affected by teaching quality and the annual entry of a 
large number of new vocational schools (some of which are somewhat ill-prepared and lack better 

 
59 ADB 2019. 2018 Development Effectiveness Review. Manila; and ADB. 2019. Results of ADB-Supported Operations, 2010–2018. 

Manila. 
60 The Indonesian chamber of commerce (KADIN) is for the first time actively examining and reviewing skills development related 

issues with the help expertise from GIZ. In the absence of hard evidence, not everyone subscribes to the idea of improved 
employability among secondary vocational school graduates. For example, the Department of Labor and Employment cited that 
the number of unemployed among model school graduates was high.   

61 Many schools established teaching factories in their premises in collaboration with local businesses to provide students with 
some feel of the world-of-work. These were often related to commercial business activities.     

62 ADB. 2014. Development Effectiveness Review. Manila. 
63 The PCR showed improved academic performance for both vocational and general schools measured through final exam scores 

comparing 2009 and 2012. However, exam scores showed a declining trend from 2015–2018, but a slight recovery in 2019 
based on available data.  
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facilities), thus depressing average scores.64 Nonetheless, both general and vocational schools face the 
same dilemma, with general schools showing a larger decline in test scores in 2015–2018. On the brighter 
side, the gaps between general and vocational schools scores are narrowing across the 5-year period 
(Table A5.4). 
 
73. Gender and safeguards concerns dealt with by the project as appropriate. Female students 
benefited under the project and in certain subject streams performed better than male students.65 The 
GAP was revised during implementation, but did not monitor it closely because of lack of gender-
disaggregated data in the EMIS. The EMIS was delayed by 4 years and was completed only after project 
implementation. There were no social safeguard issues related to the project, but the project enhanced 
awareness about the environment among students and faculty because some schools included 
environmental awareness in their school activities.  
 
74. While the project generally achieved its outcome and outputs, challenges influenced project 
effectiveness. Some of these challenges affected selected schools and resolving them early on would have 
benefited the project. These challenges include management through school business plans, the school 
cluster approach, and school committees, and may be associated with the project’s innovative features 
summarized in the following three paragraphs. 
 
75. Management through school business plans. School management arguably improved, with all 
model schools acquiring ISO 9001 certification as of 2019 (Table A5.5.)66 However, two issues lowered 
school business plan effectiveness. First, the project document did not fully spell out the school business 
plan methodology and did not fix a common standard. It is unclear how model schools with different 
specializations could have produced school business plans that are comparable with each other. School 
business plan implementation, in practice, could not deliver some of these features because of the use 
of a “uniform school business plan framework” to develop common plans and the “block grants” 
modality to finance school business plans, two approaches that did not consider the uniqueness and 
specificities of individual schools. During implementation, much of the project funds ended up being 
spent on school business plans of model schools, with a focus on the school infrastructure.67 Second, at 
appraisal the required capability to prepare school business plans was not adequately assessed (para. 
53). School business plan preparation was initially delayed. At the time of project approval, district level 
local governments, which were technically in charge of running vocational secondary schools, had 
challenges implementing reforms. The process of decentralization was in its early stages and a full 
understanding about the evolving roles was still emerging.68 
   
76. School cluster approach. The PMU did not fully communicate the intention behind the cluster or 
model–alliance approach to some model and alliance schools. The roles and responsibilities were not 
fully specified during appraisal, and the resulting relationship did not also fully maximize sharing of 
curricular materials, teacher training, or teaching–learning processes among selected schools.  
 

 
64 The country assistance program evaluation for Indonesia and other literature noted that teacher quality remains as an issue in 

Indonesia and has somewhat affected the teaching-learning capability of the whole system. IED. 2019. Country Assistance 
Program Evaluation for Indonesia, 2005–2018. Manila: ADB. 

65 United Nations Economic and Social Commission for Asia and the Pacific (UN ESCAP). 2018. From School to Work: Does 
Vocational Education Improve Labour Market Outcomes? An Empirical Analysis of Indonesia. Working Paper Series: 
Macroeconomic Policy and Financing for Development Division. Bangkok. 

66 ISO 9001 refers to quality management systems. During the initial project year (2008), only five of the 90 model schools (6%) 
obtained ISO certification; at project completion; 87 (96.6%) attained it.  

67 Block grants for civil works were distributed as follows: laboratories (28.4% of civil works expenditure), classrooms (44.9%), 
supporting room (22.3%), and infrastructure (4.2%) (footnote 42, Table A.6.2). Civil works total was Rp403.3 billion, spread 
across 2010–2012. Utilization of block grants for non-physical investments for 90 model vocational schools was Rp94.866 billion 
over the same 3-year period. Of this, 34.9% was on human resource development. 

68 Subsequently, vocational secondary schools were transferred to the provincial level governments in 2014. This was part of a 
rationalization in which national government was responsible for tertiary level education, provincial governments for secondary 
education, and basic education was left at the district level. 
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77. School committees. The project design planned for school committees to implement the project 
and for the community’s involvement in school development to help forge linkages with local businesses 
and industries (para. 57). However, the project design did not clearly specify any rules or procedures 
about the composition or functioning of school committees.69 To fulfill their envisaged role, the 
committees required better know-how and capability to plan school activities and curriculum, determine 
teacher training requirements, equip workshops, or forge linkages with the local or national job market. 
The absence of rules led to transparency issues on selection and may have led to schools missing 
opportunities to involve the most qualified and experienced community members. 
 
78. In summary, the project led to improvements in enrollment, facilitated and expanded course 
development and coverage, and increased access to schools, particularly females. By promoting visible 
linkages with local businesses and industry, it led to greater familiarity on the part of students with job 
opportunities and the world of work. Further, an innovative school management approach and the 
involvement of communities also helped improve learning environments through improved facilities and 
fostered a sense of project ownership. Taken collectively, this also helped increase the number of 
vocational schools in the country. However, the project could have done better in further improving the 
quality of education and entrepreneurial linkages of vocational education. On balance, the evaluation 
assesses the project as effective. 

 

C. Efficiency 
 
79. The government has invested resources in TVET for several years, but lacks a mechanism to track 
the economic efficiency of these investments. This lack renders decision making opaque, especially in the 
context of decentralization, which includes multiple decision makers with a variety of considerations. 
Although the project rationale was rooted in augmenting labor productivity and earnings of vocationally 
skilled workers, the PCR did not undertake economic reevaluation at closure because of the lack of 
appropriate data related to workers’ earning by educational standards across different occupations.70 
This is a serious gap in information, especially because the government has prioritized TVET since the 
1980s.71  
 
80. Some studies by the International Labor Organization (ILO) and other development partners 
provided bits of aggregated evidence about the employability of secondary vocational graduates and 
their earnings. Based on the limited available information, this report estimates project efficiency in a 
preliminary exercise in economic analysis.72 Estimates yield an economic internal rate of return of 7.38%, 
suggesting that investments can be economically beneficial but on the margin. However, the exercise 
relied on conservative assumptions based on latest available data, like low growth rate of graduates 
(4.4% compared to 10% assumed in the RRP) and low employability in the formal wage sector (66% in 
the RRP). Further, the exercise used wage differentials that reflect the results of an ILO study, and did 
not build an increase in wages into the estimates, even though minimum wages increased in Indonesia  

 
 

 
69 “The Education Law mandated strengthening school-based management, but the selection of its key governance body, the 

school committee, is not transparent and regulations are not clearly defined.” World Bank Education Report. 2018. p. 37. 
70  In fact, related data is available in periodic labor surveys (SAKERNAS) in education, but they have not been collated and compiled, 

so they are not readily usable in a short time span.  
71 ADB is currently preparing a human capital development project for financing, and as a part of preparatory work, is considering 

a study related to cost benefit analysis of investing in vocational education.  
72 J. Tilak. 2003. Vocational Education and Training in Asia. In Handbook in Educational Research in the Asia Pacific Region. 

Dordrecht. Drawing upon his own studies as well as of other authors, Tilak cites some evidence about Indonesia’s vocational 
and general secondary schools. The data relate to observations for various studies conducted in 1978, 1982, and 1986. These 
give social rates of return for vocational and technical secondary education from 9% to 24% and are compared with social rates 
of return for general secondary education that ranged from 11% to 32% These are old data and not strictly relevant in the 
current context, but they show better social rate of return for general education.  
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at a rapid rate.73 As would be expected, estimates are sensitive to the earning differential. Details of the  
economic reevaluation exercise are in Appendix 6.74  
 
81. At the time of project preparation, the project design relied on the assumption that vocational 
graduates had better access to jobs, especially in the formal sector, and that they earned more than their 
counterparts in general secondary education. The available evidence as of 2016 suggests that secondary 
vocational schools continued to sustain that advantage, although the gap may have narrowed 
somewhat. However, any discussion of earning differentials in Indonesia requires caution because the 
public sector determines the minimum wage in the labor market and this influences earnings data.75 
Further, large increases in the number of vocational graduates have likely influenced earning outcomes.  
 
82. Generally, the project handled implementation reasonably well amid several changes that took 
place. With the assistance of the Indonesia Resident Mission, the PMU was able to eventually adjust to 
the prevailing circumstances. However, several notable process issues restrained the project from fully 
attaining of its outputs and outcome. Foremost is counterpart financing. The project was supported by 
the national government through direct block grants to schools. These transfers were sourced from both 
ADB and government funds. Because of the conjoined nature of financing, if the government’s share was 
delayed, it also held back ADB’s share from being disbursed to schools. These delays were debilitating 
for the project, especially in the early years. Delays occurred in the first 2–3 years of project 
implementation and during TA implementation.76 
 
83. Procurement process issues also affected utilization of funds. The PMU encountered challenges 
in implementing centralized procurement, even though many ministry officials participated in project 
implementation. Delays and slippage in preparing school business plans may have made this task 
especially difficult. Similarly, the PMU had several challenges in recruiting and eventually managing the 
consultants’ quality of work, whether under the loan or the related TA. The PMU also failed to align its 
expectation with that of consultants, which slowed implementation and caused significant delays. For 
instance, the consultant budget was cut, and accordingly consultant inputs fell by 51% and the PCR 
noted consultant performance as poor. Similarly, appropriate equipment was unavailable at the time of 
teacher training.77 This affected project implementation, especially the EMIS, which was delayed by               
4 years (para.73). 
 
84. The transfer of funds was another issue. Funds transferred to school committee accounts were 
broadly based on school business plans, but it is unknown if the relationship between school business 
plans and financial allocations was rigorously tracked.78 Allocations for alliance schools were also 
transferred to model schools for distribution to alliance schools. This system was designed to strengthen 
the mutual relationship and bonding between model and alliance schools: if an alliance school failed to 
perform to the expected standard, its share of funds was withheld and allocated back to the model 
school. However, the system created a potential conflict of interest between model and alliance schools. 
In some internal project documents, it was misleadingly described withholding alliance school grants as 
performance-based allocation. These aspects raised two concerns. First, the model schools had mixed 
incentives to help and not help the development of alliance schools. Second, they suggest that the block 
transfers to model schools did not strictly correspond to the school business plans on which they were 

 
73 ILO. 2017. Indonesia Jobs Outlook 2017: Harnessing Technology for Growth and Job Creation. Jakarta. Table 6. p. 20. 
74  The revised guidelines for the economic analysis of projects identified ADB’s newly adopted minimum required economic internal 

rate of return at 9%. Under the revised guidelines, a lower discount rate (6%) can be applied to some social sector projects, 
specifically projects that target poverty, including those that primarily generate environmental benefits. The estimated economic 
internal rate of return is also low compared to those of previous TVET projects in Indonesia (footnote 72). ADB. 2017. Guidelines 
for the Economic Analysis of Projects. Manila. 

75  E. Allen suggests that minimum wages in Indonesia have been growing faster than the average increase in wages. E. Allen. 2016. 
Analysis of Trends and Challenges in the Indonesian Labor Market. ADB Papers on Indonesia. No.16. Manila: ADB. p.23. para.41. 

76  Footnote 42, para. 40; TCR, p. 73. 
77  Footnote 42, para. 30. 
78  This practice has now been discontinued and funds are transferred to school’s own account.   
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supposedly based. The diversion of funds back to the model schools might have furthered the lack of 
goodwill between some alliance and the model schools.79 
 
85. In summary, the project handled implementation reasonably well amid the changes taking place 
during implementation, but process issues caused delays that prevented the project from attaining 
maximum project benefits. The most notable process issues include the transfer and timely availability of 
financing, procurement that severely affected fund utilization, and significant delays in consultant 
recruitment that also affected the establishment of the management information systems. Although the 
government has invested resources in TVET since the 1970s, the economic efficiency of these investments 
has not been examined rigorously. In the absence of information to track education–earnings–occupation 
linkages, TVET decisions continue to rely on fragmented information, especially in the context of 
Indonesia’s evolving model of decentralization, which increasingly expects local governments to make 
their own management decisions. The evidence on economic efficiency during the designing, 
implementation, and completion of the project is scant. Using the information available as of 2019, the 
economic internal rate of return estimates is on the low side. Considering these limitations, the project 
is assessed less than efficient.  
 

D. Sustainability 
 
86. The sustainability assessment for the project was based on the likelihood that the project 
outcome and outputs can be sustained in the context of the interrelationships between and among 
policies, financial or budget resources, and institutions. 
 
87. Government policies heavily influence Indonesia’s budget allocation system for education. By 
law, at least 20% of the national budget is allocated to education, including TVET.80 The current 
government, elected in April 2019, fully supports the policy focus on TVET development and prioritizes 
human resource development, to be highlighted in Indonesia’s new 5-year plan, which is under 
preparation. The continuous growth in the number of SMKs (para. 67) indicates the high demand for 
vocational education. Further, a policy initiative is underway to provide tax incentives to companies 
conducting apprenticeships, including training for workers or jobseekers.81 
 
88. To develop TVET, the government is trying to set up a high level national committee for TVET and 
is seeking active involvement of the Indonesian Chamber of Commerce (KADIN) in developing its 
forthcoming skills upgrading the program.82 The evaluation team’s visits established that linkages firmed 
up during project implementation between model schools and industries are continuing after project 
completion. On their own initiative, schools and industries also attempted to find a complement that 
would benefit both parties. The site visits also indicated that schools that are well-managed are 
maintaining their project infrastructure and equipment, which is partly attributed to their linkages with 
industries. The EMIS established under the project remains functional and, with necessary budgetary 
allocations, would assist in monitoring SMKs’ performance across the country. However, the quality of 
teachers in TVET schools is a major crosscutting issue that needs to be addressed (footnote 64). Such 
aberrations need to be kept in view for policy analysis, especially if TVET education is the principal route 
to formal and better paying jobs for student graduates. 
 

 
79  In a block grant, there is no rigorous quid pro quo, and norms of accountability for the recipient are different. 
80 Government allocations for secondary vocation education steadily increased from $270 million in 2011 to $450 million (2013) 

and $650 million (2015) (footnote 42). For education in general, the government proposed to spend Rp505.8 trillion rupiah 
($35.5 billion) for 2020, 30% higher from 2015.  

81 Government of Indonesia, Ministry of Manpower of the Republic of Indonesia. 2019. Vocational Training in Indonesia. 
Presentation. November. Jakarta. 

82 This is an improvement over the practice under the project when the Chamber of Commerce was part of the project’s steering 
committee but did not participate proactively. 
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89. Getting actual financial data for TVET, particularly in a decentralized setting, is difficult. Since 
this is a public sector project where full cost recovery is not expected, government financing and 
allocation is key to financial sustainability. From a financial standpoint, a sustainability risk is that 
vocational schools charge fees from students ranging from Rp75,000 up to Rp500,000 per month for 
highly specialized private schools. Systematic data on fee collection is not available, but IED got the 
impression that private and smaller schools charge relatively higher fees than the large public sector 
vocational schools. Although fees add to a school’s operational and maintenance budget, they may 
constrain some students’ families that do not have access to public schools in their neighborhood and 
are essentially a non-inclusive practice. The evaluation team noted, however, that akin to global practices, 
some schools and the government in general provide financial incentives to students in need.83 
Nonetheless, school fees still merit attention for policy consideration and planning, especially if senior 
secondary schooling becomes mandatory.84 

90.  Indonesia law number 23/2014 on the local government which became effective in, 2017 greatly 
clarified the role of local governments in promoting educational development, although some underlying 
financial arrangements are still evolving (footnote 24). After 2014, secondary vocational education 
became a provincial subject and is supported by the national government through funds devolved to the 
provincial level. Some local governments also transfer some of their own resources to the schools for 
support, indicating a sense of ownership. Nonetheless, the policy for secondary vocational education,  
needs to be analyzed considering its unit cost and the overall economic efficiency of public investments 
in the sector.85 This is important because about two-thirds of more than 14,000 TVET schools are small, 
and student–teacher ratios in many schools are low. In small schools, the teaching learning capability as 
well as economic efficiency need to be verified. 
 
91. The evaluation team  also found that in support of TVET development, the government plans to 
launch a major countrywide program to revitalize secondary vocational schooling. The program intends 
to upgrade about 5,000 vocational schools. The revitalization program, planned with the assistance of 
the project’s EMIS, will likely follow the same basic principles that underpinned the project. A discussion 
on the possible revitalization program is given in Appendix 7. However, the progress of such programs 
may depend on the course of the coronavirus disease (COVID-19) pandemic. 
 
92. In summary, the government’s commitment and mandated allocation, fees generated by the 
schools, the support from local government as appropriate, industry linkages, and government financed 
post-implementation activities (i.e., EMIS) are good determinants of project sustainability. The project 
also highlights that policy and institutional linkages are crucial to sustain and further develop the initial 
gains in the project. Accordingly, in view of the high priority attached to skills development and human 
resource development by the government, and the allocation of financial resources for launching the 
new revitalization program, the project is assessed as likely sustainable. 
  

 
83 The government also provides scholarships to poor students such as Beasiswa Khusus Murid Miskin. Local governments have also 

introduced revenue generating schemes to partially meet the cost of school fees. 
84 Aside from education policies, there are other policy areas that can be considered: conditional cash transfers designed to increase 

school enrollments, including vocational education. For instance, Bantuan Siska Miskan or poor student’s assistance program, 
provides bursaries and scholarships linked to certain criteria such as school enrollments and attendance. OECD-ADB. 2015. 
Reviews of National Policies for Education: Education in Indonesia Rising to the Challenge. Manila: ADB. 

85 Currently, vocational enrollment constitutes a little more than 50% of the overall secondary enrollment and it is believed that it 
costs 25% more than general secondary education. 



 
 

 

CHAPTER 4  
Other Assessments 

 
 
 

A. Development Impact  
 

93. The project was expected to help improve the competitiveness of the Indonesian economy and 
employment opportunities of model school graduates. The PCR and project validation report both noted 
that it was too early to gauge such a change. In reality, readily usable data (such as tracer studies) are 
not available with education functionaries. The analysis undertaken during project preparation, as well 
as isolated studies by ADB and the ILO, indicates that vocational graduates have maintained their small 
advantage in the job market. However, some discussions in labor and employment studies suggest that 
vocational graduates were facing a duality in both employment and unemployment.86 Hence, a 
comprehensive analysis of the vocational graduates is needed to settle this issue and to determine the 
earning levels.  
 

94. Project investments helped improve the physical and nonphysical aspects of schools, which 
enhanced the image of vocational education and attracted more students, especially females. They also 
attracted local businesses and industry to partner with schools and provide training opportunities to 
students. The PCR validation noted that project impact was somewhat limited because the expected 
benefits from cluster approach were not fully realized and student academic performance across different 
examination grades did not show significant improvement over the years. The evaluation team identified 
two factors affecting student academic performance: (i) the annually increasing number of new schools 
which are still adjusting; and (ii) the academic ability of junior basic school graduates entering vocational 
secondary education.  
 

95. The project had a positive social impact, especially in helping students living in poverty, because 
the project helped students gain more familiarity with job markets and local businesses. During IED 
mission discussions, it was widely stated that about 62% of secondary vocational graduates had access 
to employment and another 15% continued their studies in tertiary education. TVET also improved self-
employment opportunities for another 8%. Using the project DMF, the target indicator for impact stated 
that by 2015 vocational school graduates entering skilled employment will increase by 20%. Simulations 
based on available data as of 2019 and the TVET employment rate revealed that an additional 32% of 
vocational school graduates entered the labor force in 2011–2015 and this proportion may have reached 
35% until 2018. 
  
96. The labor force participation rate of women in Indonesia is comparatively low. TVET schools 
encouraged greater participation by exposing women to a variety of work and earning opportunities. In 
some schools, female students performed better than male students, although much of their enrollment 
continues to be concentrated in areas like business management, hospitality, food, and fashion. 
 

97. Secondary vocational schooling is also likely to contribute substantially to improve environment 
and climate change issues, especially through better management of agriculture, forestry, fisheries, and 
coastal and marine resources, particularly in specialized schools. Because of Indonesian ecology, these 
skill areas are crucial not only for Indonesia but for the entire ASEAN region. 
 

 
86   “…those who have completed vocational senior high school have both the highest unemployment rates and the highest rates 

of employment in full time work.” E. Allen. 2016. Analysis of Trends and Challenges in the Indonesian Labor Market. ADB Papers 
on Indonesia. No. 16. Manila: ADB. para. 26. 



26 Indonesia: Vocational Education Strengthening Project 
 

 

98. Finally, independent evaluation mission discussions indicated that the project significantly helped 
build institutions and encouraged the government to stay the course of prioritizing vocational education. 
Government plans to revitalize vocational schools largely reflected the same principles embodied in the 
project. The development impacts of the project are assessed satisfactory.  
 

B. ADB Performance  
 

99. ADB provided TA and prepared an Asian Development Fund project responding to an important 
aspect of government’s development policy. Human resource development in Indonesia lags behind its 
peer group and needed to be upgraded. The project sought to improve the competitiveness of the 
Indonesian economy. The project’s design was complex, and the project could have been better 
resourced. Funds were thinly spread and were not adequate to match the aspirations and vision of the 
project.  
 

100. Since there was no cofinancing from other development partners, ADB allowed an easy 
disbursement modality to suit the country’s evolving fiscal arrangements. The modality was flexible in 
adjusting to the problems of counterpart funding and accommodating changes in consultancy 
arrangements. However, a more focused approach to setting up the M&E system would have greatly 
improved project implementation. Having engaged in TVET since the 1980s, ADB should have been more 
watchful and demanding of the executing agency.  
 

101. ADB should have considered following up the project with another vocational secondary 
education project. Instead it shifted to the polytechnic level, which impeded progress and lost 
momentum for vocational secondary education. The government is now launching a revitalization 
program on its own. The Indonesia Resident Mission played an important role and deserves much credit 
in assisting project completion and output achievement. On balance, ADB’s performance is assessed 
satisfactory. 
 

C. Borrower and Executing Agency Performance  
 

102. The DTVE under the Director-General of Secondary Education supervised the implementation of 
the project. Project management was weak for the first 2–3 years but picked up momentum later. The 
executing agency provided useful guidance to ensure project completion. However, the project faced 
problems regarding counterpart funds because the country’s system of fiscal transfers was still evolving 
and required adjustments. Because several functionaries in the PMU were involved in project 
management, the executing agency should have paid more attention to school business plan preparation 
and promoting the cluster approach in model schools. The PMU also did not develop active working 
arrangements to enhance entrepreneurship or self-employment among students. The PMU also needed 
to seek active involvement of other related ministries and organizations on labor and employment as 
well as KADIN in project management. These activities were substantive features of the project design 
and the PMU needed to proactively follow through on them.  
 

103. Protracted changes in the consulting services under the project and the TA left the project 
management without much pedagogical and technical support. The PMU could not make up for these 
inputs adequately. The district level administration, which was responsible for vocational secondary 
education at that time, did not possess much technical know-how. However, the evaluation team visits 
revealed that schools themselves were generally well managed and significantly helped complete the 
project.  
 

104. Although the PMU finally established the M&E system, it was delayed by nearly 4 years. Its 
absence during the implementation phase deprived the PMU of the ability to monitor project 
performance closely. It is nevertheless creditable that it was established and is being maintained. Overall, 
borrower and executing agency performance is assessed as satisfactory. 



 
 

 

CHAPTER 5 

Overall Assessment, Issues, 
Lessons, and Follow-up Actions  

 
 
 

A. Overall Assessment 
 
105. The project addressed the significant issue of promoting skills among secondary vocational 
school students in Indonesia. Improving technological competency of young labor entrants is considered 
crucial to enhance productivity and attract investments. Because of geographical variations across the 
archipelago, skill upgrading is also an important instrument of mobility and inclusive development, 
especially for women and people living in poverty. This evaluation assesses the project relevant because 
it was well aligned and consistent with government policy, ADB’s sector policies and plans, and the 
industrial needs of the economy at appraisal, completion, and continue to do so. The project was also 
generally well designed and identified the core principles of developing TVET in Indonesia appropriately. 
The project was effective as schools were able to attract larger enrollments, particularly females; expand 
and develop the curriculum; improve learning facilities and school management; promote a sense of local 
ownership; and invoked the interest of local business and industry through partnerships. Nonetheless, 
the quality of education and strengthening entrepreneurial linkages remain areas for improvement. The 
project is assessed less than efficient, primarily because of major processes issues involving the transfer 
and timely availability of funds, procurement, and consultant recruitment. Taken collectively, these 
processes not only impeded project progress but also restrained the project from maximizing project 
outputs and outcome. Data and analysis of workers’ earnings and employment linkages was also scant, 
and the PCR did not carry out an economic efficiency analysis of project investments. The economic 
internal rate of return estimates was also on the low side. The project is likely sustainable, primarily 
because the government is committed to supporting vocational secondary education and is planning to 
launch a major school revitalization program anchored on the project’s core principles. The mission 
learned that ADB is considering a tracer study in connection with forthcoming investments. This is 
commendable. Going forward, policy making, planning and management support, especially at the local 
government levels, should be strengthened so that investments are made efficient and program 
outcomes and outputs are achieved efficiently. Overall, the project is assessed successful.  
   

Overall Assessment of Project Performance 

Validation Criteria 
Project 

Completion 
Report 

Project 
Performance 
Evaluation 

Report 

Key Reasons for Disagreement 
and/or Comments 

Relevance Relevant Relevant  

Effectiveness Effective Effective  

Efficiency Efficient Less than 
efficient 

Project delays resulting from a number of 
process issues combined with scant data have 
dampened potential project economic and social 
benefits. 

Sustainability Likely to be 
sustainable 

Likely 
sustainable 

 

Overall Assessment Successful Successful  
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Validation Criteria 
Project 

Completion 
Report 

Project 
Performance 
Evaluation 

Report 

Key Reasons for Disagreement 
and/or Comments 

Preliminary assessment 
of impact 

Moderate Satisfactory The 2016 PPER guidelines redefined the ratings 
for development impact. Moderate and 
satisfactory are nonetheless of equal weight. 

Performance of borrower 
and executing agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
ADB = Asian Development Bank, PPER =project performance evaluation report. 
Source: Asian Development Bank. 

 

B. Issues  
 

106. This evaluation finds the following issues important to improve and sustain TVET gains based on 
the experience under this project. ADB should examine these issues for any future assistance centered on 
the core principles of the project. 
 
107. There is a lack of policy clarity on key TVET issues. The TVET policy is not clear about vocational 
education as the predominant stream in the senior secondary level. There is insufficient analysis on the 
unit costs and graduates’ earning potential. There is no streamlining of specializations across programs, 
geographies, and business locations in the country. Collectively, this will have implications for number of 
TVET schools and their distribution across public and private sector.  
 
108. Important aspects of decentralized management are not well defined. Based on the 2014 law, 
vocational secondary education is a provincial function. This has several implications: (i) national and 
provincial development policies and skill requirements need to be aligned; (ii) provincial governments 
need to harmonize and coordinate their vocational education, school specialization, competency levels, 
and the mutual recognition of qualifications; and (iii) government needs to streamline fiscal policy, 
identify the share of different sources of public and private financing, and assess the devolution of funds 
to provincial governments. Central and provincial governments have not addressed these concerns.  
 
109. The quality of technical and vocational education and training needs improvement. Within the 
TVET system, the formal procedures on approving the opening of new schools, accrediting them, and 
determining their specialization and fee structure are unclear. Data shows the continuous increase in the 
number of vocational schools. Hence, preparation of vocational teachers is a serious concern and there 
is no systemwide long-term approach. Junior graduates’ quality at entry affects their performance at the 
senior secondary level. 
 
110. The role of school committees is unclear. There is no formal recognition of school committees as 
legal entities, including their duties and responsibilities. They are not involved in managing public 
resources and linkages with professional and para-professional bodies. There is insufficient incentive for 
including a larger number of women as representatives on the committees. 
 

C. Lessons and Follow-up Actions  
 
111. The project has a number of lessons both at the national systems level as well as at the project 
level. These are described below.  
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1. Broader system level lessons 
(i) The justification of a TVET policy needs to be clear in relation to a country’s labor 

productivity, competitiveness, and economic growth, and be able to lead to 
informed decisions about making large public investments in a viable manner. 

(ii) Inclusive education planning and management decisions in decentralized public 
management systems require meeting the diverse needs of the country’s regions 
in a mutually compatible, synchronized, and coherent manner.  

(iii) Financing arrangements for TVET across public and private schools need to take 
account of the broader framework of fiscal devolution in countries with 
significant decentralization policies. 

 
2. Project level lessons 

(i) Good teaching–learning processes and high teacher quality is needed if TVET 
investment is to yield economic benefits to the society. 

(ii) A good M&E system with appropriate indicators is a requisite whenever new 
concepts or approaches (i.e., school business plans or cluster approaches) are 
introduced in vocational education systems. 

(iii) Even conventional and repetitive activities like procurement need close 
management and careful handling when implemented in a new setting.  

(iv) Under a cluster (model–alliance) approach concept, it will be beneficial if the 
design to support private or smaller schools (alliance schools) in Indonesia 
incorporates clear incentives to elicit interest and commitment from both model 
and alliance schools. 

(v) Good coordination among school administrators, provincial officers, and 
community members is essential to maximize the potential benefits accruing 
from linkages between business and industries. Appropriate guidelines or 
checklists are required to guide and define stakeholder roles. 

 

111. This evaluation offers the follow-up actions for ADB to support TVET operations in Indonesia, 
specifically secondary vocational education. ADB should engage in policy dialogue with the government 
and promote the following actions. 

 

1. Provincial education planners, school principals, and other concerned school 
administrators should be provided intensive hands-on training for making school 
business plans and working with community members. 

2. Tracer studies should be conducted as appropriate to: (i) gauge relationships of course 
offerings and potential employment earnings; (ii) gain inputs for policy making (such as 
curriculum design or determining potential economic benefits of future investments); 
and (iii) strengthen and sustain linkages between school and alumni which can lead to 
gainful opportunities 

3. In the context of decentralization in Indonesia, the national and provincial government 
officers should harmonize and coordinate vocational programs across provinces to 
respond specifically to the needs of labor markets across different levels (i.e., national 
and local levels). 

4. At the national level, TVET policy should be clearly spelled out and TVET schools should 
be rationalized under a comprehensive plan that specifies their location, size, 
specialization, financial support, the role of private management, and students’ or users’ 
fee.  

5. Support for the EMIS should be sustainable. The EMIS was completed only at the end of 
the  project but was fully functional and useful during the evaluation mission. The system 
will be a good reference to track the progress and development of SMKs across the 
country while serving as an excellent source for decision making. 
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APPENDIX 1: ADB ASSISTANCE TO TECHNICAL AND VOCATIONAL 
EDUCATION AND TRAINING IN INDONESIA, 1980–2019 

 

Table A1.1 Loans Supporting Technical and Vocational Education and Training in Indonesia, 1980–2008 

Loan 
Number 

Loan Title 
Amount 

(US$) 
Fund 

Source 
Approval 

Date 
Date Closed Rating 

0488 Second Senior Technical School Project 26.00 OCR 27 Nov 80 7 Aug 90 NR 

0574 Vocational Education Project 40.00 OCR 29 Jun 82 26 Dec 90 NR 

0675 Agricultural Education Project 68.00 OCR 20 Dec 83 9 Mar 93 NR 

0715 Third Senior Technical Schools Project 83.00 OCR 11 Dec 84 16 Jun 94 NR 

0894 Marine Sciences Education Project 43.25 OCR 14 Jul 88 28 Jan 97 S 

0895 Marine Sciences Education Project 30.10 COL 14 Jul 88 28 Jan 97 S 

0969 Second Vocational Education Project 70.00 OCR 7 Sep 89 31 Jan 97 GS 

0970 Second Vocational Education Project 30.00 COL 7 Sep 89 31 Jan 97 GS 

1050 Agricultural Technology Schools Project 85.00 OCR 13 Nov 90 15 Oct 98 S 

1100 Technical Education Development Project 100.00 OCR 26 Sep 91 5 Apr 99 GS 

1253 Higher Education Project 140.00 OCR 21 Sep 93 15 Jan 01 S 

1319 Vocational and Technical Education Project 85.00 OCR 29 Sep 94 15 Jan 01 S 

1360 Senior Secondary Education Project 110.00 OCR 18 Jul 95 29 Oct 02 S 

1432 Engineering Education Development 
Project 

102.00 OCR 6 Feb 96 12 Dec 02 HS 

1792 Technological and Professional Skills 
Development Sector Project 

180.00 OCR 29 Nov 00 21 Apr 08 S 

COL = concessional loan, GS = generally successful, HS = highly successful, NR = not rated, OCR = ordinary capital resources;         

S = successful.  

Note: The loan projects above were approved before the INVEST project (2008). Loans 894/895 and 1432 are higher education 

projects and are also linked with TVET. There are also two TVET related projects that followed the INVEST project: Polytechnic 

Education Development Project approved for $75 million on 31 October 2012, and Advanced Knowledge and Skills for Sustainable 

Growth Project for $200 million on 29 November 2018. 

Source: Asian Development Bank (Independent Evaluation Department and Controller's Department) 

 

Table A1.2 Technical Assistance Supporting Technical and Vocational Education and Training in 

Indonesia, 2000–2019 

TA 
Number 

Title Type Approval Date 
Completion 

Date  
Status Rating 

2966 Support for Labor Force Skills 
Development Planning in Repelita VII 

AOTA 23 Dec 1997 31 Aug 2001 Closed NR 

3701 Support for Decentralized Education 
Management 

AOTA 8 Aug 2001 31 Mar 2005 Closed PS 

7072 Enhanced Continuing Skills 
Development 

AOTA 31 Mar 2008 30 Jun 2011 Closed U 

7554 Analytical and Capacity Development 
Partnership 

CDTA 15 Jun 2010 31 Aug 2017 Closed NR 

8358 Minimum Service Standards Capacity 
Development Program 

CDTA 24 Apr 2013 4 Dec 2017 Closed NR 

9678 Supporting the Advanced Knowledge 
and Skills for Sustainable Growth 

CDTA 11 Dec 2018 31 Dec 2020 Active 
 

AOTA= Advisory and operational technical assistance, CDTA= capacity development technical assistance, NR = not rated,  

PS = partly successful, U = Unsuccessful 

Source: Asian Development Bank (Independent Evaluation Department and Controller's Department)



 
 

 

APPENDIX 2: THEORY OF CHANGE 

 
1. The theory of change for technical and vocational education and training (TVET) in the Asian 
Development Bank (ADB) project Indonesia Vocational Education Strengthening (INVEST) comprises the 
following. The government’s TVET policy aimed to provide vocational secondary education to young boys 
and girls in grades 10–12 after they finished basic education in the general stream comprising grades 1–
9. Since 2003, the government promoted opening TVET schools for grades 10–12. As a result, the number 
of TVET institutions in the country increased but enrollment did not match the increase in institutions: 
the average size of public TVET schools declined from 752 students in 2000 to 440 in 2006.  
 
2. In a notable feature of Indonesia’s TVET policy, the government provided vocational secondary 
education as the main avenue for senior secondary education (grades 10–12). This emphasis on 
vocational education is in line with the history of East Asian economies, e.g., Japan; the People’s Republic 
of China; the Republic of Korea; Singapore; and Taipei,China. These economies followed this path, but 
at a lower level of schooling and at a time when their per capita gross domestic product (GDP) was small. 
Indonesia, however, is pursuing vocational education at the senior secondary levels and as a middle-
income country with a high minimum wage.  
 
3. The debate and the choice between general versus vocational education streams in the literature 
is complex. This choice is linked to the state of economy, oncoming technological changes, and the 
division of public–private support to vocational programs in the country. Indonesia’s decision is bold for 
several reasons. It intends to enhance labor productivity and make the economy attractive for investors. 
However, TVET education requires much more technical support, larger resources for workshops and 
training materials, better preparation for technical teachers, and quality curricular material for teaching 
technical subjects. The policy thus significantly increases the financial resources required for TVET and 
affects ADB’s support for vocational education, which ADB has continued since the 1980s. 
 
4. The evaluation mission’s discussion with officials indicated that sector documents targeted 30:70 
split between the general and vocational stream. Public expenditure between 2007 and 2019 helped 
increase TVET enrollment in grades 10–12 from about 30% of the total secondary enrollment to about 
51%, an increase of about two-thirds. Further, the government demonstrated its commitment to 
vocational secondary education in efforts to invest a significant public resource to upgrade 5,000 TVET 
institutions in 2020–2024 under the new 5-year plan. The new government, which won a second term 
in office in April 2019, highly prioritizes human resource development.  
 
5. The country’s GDP is growing at a long-term trend of more than 5% per year, and the government 
committed to allocate at least 20% of its annual budget to education; nevertheless, the task of providing 
quality TVET education to a large number of students across Indonesia’s varying and unequal 
socioeconomic conditions is unquestionably a big challenge. Further, the declining size of TVET 
institutions implies increasing unit costs and less efficient outlay of resources. This was one of the reasons 
that the project chose to focus on larger schools and tried to achieve lower unit costs of TVET graduates. 
It saw larger schools as a pathway for a viable TVET program in the country.  
 
6. Towards this end, the project sought ISO certification and linkages with industries and 
businesses. The project also envisaged providing training to existing skilled workers and certifying their 
on-the-job acquired proficiency. Through school level committees, the project design put communities 
in charge of school-based management and developing annual school business plans. The project 
transferred investments to school community accounts—not the schools’ own accounts as block grants, 
and schools were allowed to carry out civil works and procure equipment based on their own plans and 
felt needs. The school principal functioned as the secretary of the school committee.  
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7. To further address the deficiencies of small schools on the one hand and enlarge the area of 
influence of the larger schools, the project clustered each of the 90 model schools with, usually, two or 
three smaller alliance schools. This approach aimed to improve the quality of alliance schools and lead to 
better use of infrastructure and school personnel by creating synergy. Among others, school business 
plans were expected to respond to this broader role of model schools; the project routed the grant 
allocations for alliance schools through model schools to reinforce cluster-level bonding.  
 
8. Briefly put, the project responded positively to the government’s preference for vocational 
education at senior secondary level. It envisaged a viable path to this objective by emphasizing three 
principles: (i) school-based management with the help of school-based business plans; (ii) the model–
alliance school cluster approach, and (iii) community-centered school development, including fostering 
linkages with large industries and local businesses.  
 
9. During implementation, several administrative changes took place while the country’s model of 
decentralization was still evolving. For example, the responsibility for supervision and oversight of 
vocational schools was shifted from district to the provincial levels after 2014. Consequently, financing 
of vocational education was also routed through provincial governments. During mission discussions, 
officials at the district, province, and national level continued to broadly endorse the three principles 
(para. 8) underpinning the development of vocational secondary education in the country. A key official 
of the TVET directorate even termed government’s current initiative in the offing (para. 4) as “INVEST 2.”  
 
10. As such, though the theory of change embodied in the project stands vindicated, the challenge 
of securing viability of vocational secondary education remains to be addressed because the number of 
smaller schools has proliferated. Many are owned by private groups or foundations and have their own 
agenda, although they continue to depend on public resources for their operations. A comprehensive 
exercise of rationalizing vocational secondary schools and providing accreditation is needed to ensure 
long-term sustainability and achievement of policy objectives.  
 
11. In closing, vocational education is supported by the government as a major part (51% as of 2019) 
of the senior secondary education. From about 2000–2005, a number of schools were allowed to open 
and were accredited amid the absence of certain criteria. However, enrollment did not keep pace; hence, 
the average size of schools has shrunk over last 15 years, with serious implications for viability of 
vocational secondary education. The project sought to address the issue by supporting larger schools 
and fostering school linkages with international corporations, industries, and local businesses. The 
approach was underpinned by three principles: (i) school-based plan and management; (ii) the model–
alliance school cluster approach; and (iii) improved linkages with community and local economy. 
Continuing with the same intentions, the government is preparing a 5-year plan, described as a follow-
on to the project that will upgrade about 5,000 vocational schools (out of a total of 14,200 schools) 
during 2020–2024. However, a comprehensive plan to rationalize TVET school is required to keep the 
TVET education viable in the medium to long term.  
 
 
 



34 Indonesia: Vocational Education Strengthening Project 
 

 

Project Theory of Change: Flow Diagram 
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APPENDIX 3: STATUS OF COMPLIANCE WITH LOAN COVENANTS 
 

Covenant 
Reference in Loan 

Agreement 
Status of 

Compliance 
PPER 

Remarks 

As the Project Executing Agency, DGMPSE shall be responsible 
for the overall implementation of the Project. DTVE shall be the 
Implementing Agency and shall provide implementation support 
to DGMPSE. 
 

 
Sch. 5, para. 1 

 
 
 

 
Complied 

 
Complied 

A PSC has been established to provide guidance to the PMU on 
general policy directions, inter-sectoral coordination and 
strategic directions. The PSC is co-chaired by the Director 
General of DGMPSE, as Chair I and the Deputy of Human 
Resources and Cultural Affairs of BAPPENAS as Chair II. The 
membership consists of representatives from MONE, BAPPENAS, 
MOF, MOM, the Ministry of Industry and the Chamber of 
Commerce 
 

Sch. 5, para. 2 
 

Complied Complied 

The PTC shall support the PSC to oversee Project implementation 
and shall consist of representatives from MOF, MONE, 
BAPPENAS, MOM and the Chamber of Commerce. The PTC shall 
be chaired by the Director of DTVE. 
 

Sch. 5, para. 3 
 

Complied Complied 

The Director of DTVE has been appointed as the Project Director 
and is responsible for overseeing the overall project 
implementation and providing guidance to the PMU. The PMU is 
headed by a project manager and is responsible for (i) day-to-day 
project implementation; (ii) planning and budgeting; (iii) 
procurement, (iv) disbursement, (v) monitoring and supervision; 
(vi) overseeing Project implementation at school level, and (vii) 
submitting reports to the Borrower and ADB. The PMU shall have 
at least 25 staff, including technical, financial, monitoring and 
administrative staff, to be appointed from DTVE. The PMU shall 
have a technical working group that consists of full time DTVE 
staff that will work closely with the consultants on each Project 
Part.  
 

Sch. 5, para. 4 
 

Complied Complied 

An advisory Expert Panel shall be established by the Project 
Director to conduct the initial evaluations of SBPs and the annual 
evaluations of Model and Alliance VSs performance. The Expert 
Panel shall consist of a core group of about 5 experts who are 
education and industry representatives, with an ad hoc pool of 
experts in specific vocational fields to be invited whenever 
deemed necessary. The members of the core group will be hired 
as consultants. The Expert Panel shall be chaired by one of the 
technical experts. 
 

Sch. 5, para. 5 
 

Complied Complied 

The SC in each of the Model Schools shall be responsible for 
implementing the approved SBP. Each SC shall be headed by a 
Chairman with the School Principal acting as the Executive 
Secretary, who shall report to the PMU and shall be assisted by an 
implementation team. 
 

Sch. 5, para. 6 
 

Complied Complied 

The Borrower shall provide counterpart funds for the Project 
implementation in a timely manner. DGMPSE shall make timely 
submission of annual budgetary appropriation request to MOF 
and MOF shall ensure prompt disbursement of appropriated 

Sch. 5, para. 7 
 

Complied Complied 
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Covenant 
Reference in Loan 

Agreement 
Status of 

Compliance 
PPER 

Remarks 

funds during each year of Project implementation to DGMPSE.  
 

The Borrower shall ensure the smooth transfer of loan proceeds 
and counterpart funds from central level to the Model VS, in 
accordance with the flow of funds mechanism agreed between 
the Borrower and ADB.  
 

Sch. 5, para. 8 
 

Complied Complied 

The Borrower shall select 90 VS as Model VSs which shall be 
entitled for school grant assistance under the Project in 
accordance with the eligibility criteria agreed between the 
Borrower and ADB. The selection process for the 90 Model VSs 
shall follow a two-stage process:  
  
a) First, 120 VSs shall be selected out of 212 international 

standard VSs based on an assessment of available data and 

the SBPs prepared and submitted by each of the VSs;  

b) Second, 90 VSs out of the 120 VSs shall be selected based on 

their SBPs. The 90 SBPs that best demonstrate how the VSs can 

contribute to the Borrower’s objectives shall receive the school 

grant assistance;  

Sch. 5, para. 10 
 

Complied Complied 

The criteria to be used for selecting the Model VSs shall ensure 
that there is (i) a broad district geographic representation; (ii) a 
balance among different types of schools and programs; (iii) 
female enrollment share of 40%, and (iv) potential for expansion 
and strong local government commitment.  
 

Sch. 5, para. 11 
 

Complied Complied 

To ensure the smooth transfer of the school grants to each of the 
Model VS, immediately upon approval of the school grant, each 
Model VS shall establish a bank account at a local branch of a 
commercial bank acceptable to ADB.   
 

 Complied Complied 

 Within [12] months after the Effective Date, the Project Executing 
Agency shall prepare a comprehensive, gender-disaggregated 
Project Management Information System designed for different 
levels of management, including central DGPMSE, the Provincial, 
and district level 
 

Sch. 5, para. 12 
 

Complied Complied 
but was 

significantly 
delayed in 

establishing 
the info 
systems. 

Within 9 months after the Effective Date, the Borrower shall cause 
DGMPSE to create a Project website to disclose information about 
various matters on the Project, including procurement related to 
the Project. With regard to procurement, the website shall include 
information on, among others, the list of participating bidders, 
name of the winning bidder, basic details on bidding procedures 
adopted, amount of contract awarded, and the list of 
goods/services procured. 
 

Sch. 5, para. 13 
 

Complied Complied 
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Covenant 
Reference in Loan 

Agreement 
Status of 

Compliance 
PPER 

Remarks 

Within 9 months after the Effective Date, the Borrower shall cause 
DGMPSE to establish within the PMU a complaint and action task 
force (Task Force) to receive and resolve complaints/grievances or 
act upon reports from stakeholders on misuse of funds or other 
irregularities. The Task Force shall (a) review and address 
grievances of stakeholders of the Project, in relation to either the 
Project, any of the service providers, or any person responsible for 
carrying out any aspect of the Project; and (b) set the threshold 
criteria and procedures for handling such grievances, for 
proactively and constructively responding to them, and for 
providing the stakeholders with notice of such mechanism.  

Sch. 5, para. 14 
 

Complied Complied 
but with 

significant 
delay. 

Although no significant environmental impacts have been 
identified, the setting, design, construction and operation of 
school facility rehabilitation work undertaken under the Project 
shall be implemented in line with the Borrower’s environmental 
laws and regulations and ADB’s Environment Policy (2002). 
 

Sch. 5, para. 15 
 

Complied Complied 

The Borrower and DGMPSE shall ensure that no block grant is 
approved if the rehabilitation or construction of new school 
facilities will involve involuntary resettlement according to ADB’s 
Policy on Involuntary Resettlement (1995). To be eligible for block 
grants each of the Participating Schools is required to confirm 
that no land acquisition or resettlement is required under the 
Project. Construction of new classrooms shall be added to existing 
schools on unoccupied land already owned by such Participating 
School.  
 

Sch. 5, para. 16 Complied Complied 

The Borrower shall cause DGMPSE to ensure that the construction 
of multistory buildings complies with the Borrower’s construction 
safety standards and is confirmed by a qualified engineer. The 
Participating Schools shall not be allowed to construct a new 
storey above existing classrooms without first obtaining 
confirmation from a qualified engineer that the existing 
classrooms and foundation is strong enough for the additional 
upper level.  
 

Sch. 5, para. 17 
 

Complied Complied 

To ensure that women benefit equally from the Project, the 
Borrower and DTVE shall ensure that the Project shall be carried 
in accordance with ADB’s Policy on Gender and Development 
(1998) and the Gender Analysis and Strategy, as agreed between 
the Borrower and ADB. 
 

Sch. 5, para. 18 
 

Complied Complied 

BAPPENAS = National Development Planning Agency, DGMPSE= Directorate General for Management of Primary and Secondary 
Education, DTVE = Directorate of Technical and Vocational Education, MOF = Ministry of Finance; MONE = Ministry of Education,       
PMU = Project Management Unit, PTC=Project Technical Committee PSC=-Project Steering Committee, SBP = school business plan, 
SC=school committee, VS=Vocational School. 
Source: Asian Development Bank.



 
 

 

APPENDIX 4: PROJECT DESIGN AND MONITORING FRAMEWORK 
 

Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

Impact 
Increased 
competitiveness and 
employment 
opportunities for 
vocational school 
graduates 

Vocational school 
graduates entering skilled 
employment increased by 
20% by 2015. 

Updated data is not available. For 2015, vocational school 
graduates entering skilled 
employment (60% 
employment rate) increased 
by 32% from 2011. By 2018, 
the increase was 35%.  

Assumptions 
Substantial policy support and 
resources continue to be 
available for vocational 
education. 
Industry involvement will 
continue to grow.  

Vocational school 
graduates in productive 
self-employment 
increased from 22% to 
30% by 2020. 

Updated data is not available. Data indicate that graduates 
in productive self-employment 
reached 35% from 2011 to 
2015. 

Risks 
Indonesia’s economic 
development does not support 
employment of more skilled 
workers and skilled 
entrepreneurs. 

MONE establishes formal 
arrangements with 10 
multinational or 
international 
organizations for mutual 
recognition or 
international skills 
recognition by 2015. 

Of 90 vocational schools, 25 
established such formal 
arrangements with MONE support, 
including participation at 
international skills Olympics. 

No new additional 
information is available. 

Vocational schools aim for 
enrollment growth rather than 
structural and management 
change to sustain innovations.  

Outcome 
Improved quality and 
relevance, expanded 
access, and greater 
efficiency in senior 
secondary vocational 
education 

Model vocational schools 
increased overall 
enrollment intake by 20% 
by 2012. 

Overall enrollment in 90 model 
vocational schools increased from 
95,311 in 2008 to 128,267 in 
2013, reflecting an increase of 
35%.  

Recent data showed the 
actual increase from 2008 to 
2013 was 38.5% or 7.7% per 
year. 
The increase in enrollment 
from 2013 to 2019 (post-
project) was 19% or 3.2% per 
year. 

Assumptions 
Vocational school enrollment 
demand will be enough to meet 
growth targets. 
New approaches to vocational 
school management and 
teaching and learning will be 
accepted. 
Industry involvement will be 
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Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

  A total of 40 model 
schools enter formal 
arrangements with 
multinational or 
international companies 
or organizations for 
international skills 
certification by 2011. 

A total of 25 model schools 
established formal arrangements 
with multinational or international 
companies for international skills 
certification at project end; targets 
were not met because the 
government discontinued its policy 
to support the “international 
standard school” program.  
  

The evaluation confirmed the 
assessments at completion.  

effective. 
International skills recognition 
will be feasible, affordable, and 
not involve large payments to 
international agencies. 
 
Risks 
Vocational school leadership will 
be conservative and not look for 
new approach to management 
and program delivery. 
MONE policies will impede 
expanded industry involvement. 
   

  Final examination results 
for vocational school 
students in core subjects 
are equivalent to those 
from general school 
students. 

The final exam results in 2012 for 
English were higher for vocational 
school students, while those in 
math and Indonesian were higher 
for general school students. 
Between 2009 and 2012, the exam 
results for both vocational school 
and general school students 
improved, although the rate of 
increase was slightly greater for 
general school students than 
vocational school students in math 
and Indonesian.  

Results for 2009–2012 were 
confirmed. The vocational 
school students had higher 
scores in Indonesian in 2018 
and 2019 compared to 
general school students. 
However, general school 
students performed better 
from 2015–2019, based on 
the average of the three 
subjects. Vocational school 
students on the other hand 
performed better in 
mathematics in 2019 relative 
to general school from the 
social stream. 
  

  Industry personnel are 
involved in course 
identification and 
development in all model 
vocational schools by 
2012. 

Through MOUs or other channels, 
all model schools involved industry 
personnel to improve curriculum, 
develop new programs and/or 
courses, or set up a “teaching 
factory.” Altogether, the 90 model 
schools engaged 1,386 industries. 

The engagement of industries 
through MOUs and other 
channels was 936 as of the 
end of 2019. 
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Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

  Half (50%) of model 
vocational schools use 
industry standards and 
personnel to assist with 
student competency 
assessment by 2012. 

All model vocational schools use 
industry personnel for student 
competency assessments, as 
required by the vocational 
education curriculum; assessments 
are carried out jointly by each 
school together with external 
assessors from industries.  
  

Confirmed during interviews.   

Outputs 
1. Refocused 
vocational school 
management using a 
business approach 

By end of 2008, model 
and alliance schools 
selected on basis of 
agreed criteria and 
competitive process. 

A total of 90 model schools and 
230 alliance schools were selected 
at the beginning of the project 
according to agreed criteria. 

Confirmed Assumptions 
All vocational schools have 
representative and functional 
school committees that are 
capable and participate in 
decision-making concerning 
school development and 
financial management. 
 All SBPs have clearly articulated 
and verifiable targets and 
indicators of achievement. 
  

  By 2009, all model 
vocational schools begin 
to implement agreed 
SBPs for 2008–2011 that 
match their individual 
capacities with national 
government objectives. 

All model vocational schools 
received support to finalize their 
SBPs by 2009, based on each 
school’s own situations, priorities, 
and capacities and aligned with 
objectives of the government; and 
SBP implementation began in 
2009. 
  

Confirmed. The VEDCs were 
instrumental in this aspect. 

  Each vocational school 
has an FMIS, an EMIS, an 
updated website with 
school profile, good 
interconnectivity, ISO 
9001:2000, and an HRD 
plan for school staff by 
mid-2010. 

All model schools established 
school profiles and HRD plan for 
school staff as required by SBPs; 
only 3 schools did not obtain ISO 
as of 2012. The establishments of 
EMIS and FMIS were delayed until 
2013 because of issues in 
consultants’ recruitment.  

All 90 model schools have ISO 
certifications as of 2019. The 
EMIS is fully functional. 

Risks 
National, provincial, and local 
authorities do not give model 
vocational schools the 
independence or necessary skills 
training to develop their own 
plans. 

  Each model vocational 
school files quarterly and 
annual reports to the 
PMU on the status of 
achievements according 
to specified formats. 
  

All 90 model schools submitted 
quarterly and annual progress 
reports, but mostly only to cover 
financial report and physical 
activities such as construction 
/rehabilitation  

Confirmed. This is a 
requirement that model 
schools must comply with. 
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Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

  Each model vocational 
school has a functioning 
job placement 
information office and 
database entries for 
employment status of 
graduates by the end of 
2010. 
  

All schools have an office for job 
placement information; a fully 
functioning database for 
employment status of graduates 
was established only in 2013.   

All model schools visited by 
the IEM directly or indirectly 
had this feature, although 
employment status of self-
employed are somewhat 
difficult. 

  

  Each vocational school 
SBP includes a 5-year 
growth strategy that is 
achievable under existing 
local conditions. 
  

SBP was required to include a 5-
year growth strategy for each 
school.  

Confirmed.   

  Each vocational school 
achieves its SBP targets 
for each year of the 
project. 

Achievement of annual SBP targets 
varied among schools, depending 
on school capacity. At the 
completion, most of model 
schools accomplished the expected 
outputs.  
  

Confirmed.   

2. Improved quality 
of teaching and 
learning in model 
and alliance schools 

All model vocational 
schools have completed 
agreed refurbishment 
and equipment 
upgrading program by 
mid-2012.  

All model schools completed most 
of construction/upgrading works 
and equipment by mid of 2013.  

Confirmed. Based on 
interviews and site visits these 
facilities helped better the 
learning environment. 

Risks 
Vocational school may opt for 
innovations that are high in new 
technology but do not give 
sustainable results. 

 
All model vocational 
schools have introduced 
new teaching 
methodologies such as 
group teaching, self-
paced learning, and 
applied project work by 
the end of 2010. 
  

 
All model schools introduced new 
teaching methods by 2012, which 
included ICT applied teaching, e-
learning, and role playing, in 
addition to group teaching and 
applied project work.  

 
Confirmed based on site visits 
and mission interviews. 

 
Faculties and equipment 
upgrading may not be 
supported by sufficient 
operating budgets for 
operation, maintenance, and 
supplies.  
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Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

Schools establish e-
libraries and use e-
learning regularly as part 
of teaching strategies 
from 2010. 
  

As of 2012, half of 90 model 
schools implemented e-libraries 
and 36% established online 
learning systems.  

Not all schools visited have e-
libraries but exhibited e-
learning in different forms. 

  

Teaching of academic 
subjects, especially 
mathematics and science 
upgraded to national 
standard through:  
  

      

(i)   Revised guidelines 
and syllabus for 
mathematics and science 
circulated to schools by 
the end of 2008  

The guidelines, syllabi, and 
modules were circulated to schools 
in 2010. 

Confirmed through evaluation 
mission interviews. 

  

(ii)  Revised textbooks 
with practical examples in 
print and on web by mid-
2009. 
  

  
 

  

Technical skills of 
teachers upgraded to 
industry standard by the 
end of 2011. 

Skills and qualifications of teachers 
were upgraded in various ways, 
including practical work 
experience in industry settings, 
attainment of higher qualifications 
or professional certificate. Other 
in-service or short-term training 
was also organized on topics such 
as skills assessment and quality 
assurance.  
  

Confirmed through site visits 
and interviews. Data from the 
2018 ADB Development 
Effectiveness Review (2019) 
also showed 7,736 teachers 
trained in quality or 
competency standards, 47% 
of which are females. 

  

A system for the 
professional certification 
of vocational teachers 
developed by mid-2010. 

Vocational teacher’s certification 
system was developed by the 
government.  

Confirmed. By 2012, number 
of certified teachers increased 
to 229 from 94 (143%) in 
2009.  
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Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

A “what works” manual 
produced at project end, 
edited by independent 
experts. 

The document was published by 
highlighting success stories from 
select vocational schools.  

The project was also featured 
in ADB. 2014. Together We 
Deliver: 10 Stories from ADB-
Supported Projects with Clear 
Development Impacts. Manila. 
  

  

3. Strengthened 
school–industry 
linkages in model 
vocational schools 

Each model vocational 
school enters at least one 
formal arrangement with 
a local industry to share 
knowledge and expertise 
by 2010. 

All model schools established 
MOUs with local industries for 
partnerships on such activities as 
internship programs, job fairs, 
curriculum development, 
production, and service centers. 
  

Confirmed based on EMIS 
data base. 

Assumption 
Vocational schools will be able 
to form real links with industry, 
not merely ceremonial links. 

Each model vocational 
school delivers two 
courses per year for skill 
improvement and 
retraining of workers 
from 2010. 

About 50% of schools delivered 
retraining programs for existing 
workers, which mostly involved 
computer skills training, simple 
food production, or training of 
teachers from primary schools.  

No recent data available   

Half (50%) of model 
vocational schools enter 
agreements with local 
industry groups to 
implement skills 
assessment using local 
industry personnel by 
2010. 

All model vocational schools 
entered agreements to use industry 
personnel for students’ 
competency assessments, as 
required by the vocational 
education curriculum; assessments 
are carried out jointly by each 
school together with external 
assessors from industries.  
  

Confirmed based on all 
vocational schools visited. 

  

4. Enhanced 
entrepreneurship 
focuses in model 
vocational schools 

By 2010 all model 
vocational schools deliver 
entrepreneurship training 
programs comprising:  
(i) an introductory 
program to 80% of 
students; and 
(ii) an advanced program 
to 40% of students.  

All (100%) of model schools offer 
introductory entrepreneurship 
programs; 14% offered advanced 
programs.  

Confirmed as of project 
completion. The status is not 
available for all model schools, 
but schools visited have the 
inclusion of entrepreneurial 
programs in their curriculum. 

Risks 
Vocational schools may lose 
money on unsuccessful 
ventures.  



44 Indonesia: Vocational Education Strengthening Project 
 

 

Design Summary 
Performance Indicators 

Targets at Appraisal 
Achievements and Assessments 

at Completion 

Achievements and 
Assessments 
at Evaluation 

Assumptions 
and Risks 

Half (50%) of model 
vocational schools have 
designed and 
implemented assistance 
programs for student 
entrepreneurship start-up 
by 2010. 
  

More than half (60%) of schools 
provided assistance to students for 
entrepreneurship start-up 
activities, such as mini workshops, 
photocopy services, printing, 
bakery, and cookies.  

No recent data available.   

Income from existing 
production units 
increases by 20% or 
viable new units are 
established by mid-2012. 
  

While production units were 
encouraged in model schools, 
income growth from production 
units was constrained because of 
new local tax regulations on such 
income generated at schools.  
  

Currently, model schools are 
not allowed to retain incomes 
form production units. 

  

EMIS = education management information system, FMIS = financial management information system, IEM = Independent Evaluation Mission, ISO = International Organization 
for Standardization, HRD = human resource development, ICT = information and communication technology, MONE = Ministry of National Education, MOU=memorandum of 
understanding, PMU = project management unit, SBP = school business plan, VEDC = vocational education development centers. 
Sources: Education Management Information System and Ministry of Education and Culture database; IED interviews. 



 

 

APPENDIX 5: KEY OUTPUT INDICATORS: SELECTED STATISTICS  
 

 

Table A5.1. Enrollment Statistics, National Vocational Senior Secondary School System, 2013–2019 

Schools  2013 2019 

Growth Annual 

Rate Growth Rate 

Total (Indonesian SMK) 4,199,657 5,020,190 19.5 3.3 

Model schools (90) 128,247 152,490 18.9 3.2 

Alliance schools (230) 158,985 179,826 13.1 2.2 
Note: Model school enrollment in 2008 (before the project) was 95,311. The growth rate was 60%, an annual average of 5.4%, 

from 2008–2019. 

Source: Project Education Management Information System.   

 

 

 

Table A5.2. Student Enrollment in 90 Model Vocational Schools After Project Completion, 2019 

  
Trade 

  2008 2013 2019 
Number 

of 
Schools 

% of 
Total 

Total 
Enrollment 

% 
Female 

Total 
Enrollment 

%  
Female 

Total 
Enrollment 

% 
Female 

Technical and 
engineering 

43 48.0 50,777 13.0 68,775 19.5 80,987 22.8 

Business and 
management 

26 29.0 28,181 75.0 38,243 76.0 42,237 70.9 

Hospitality and 
restaurant 

11 13.0 7,998 72.0 12,375 73.2 15,712 72.7 

Agriculture 7 8.0 7,598 27.0 10,538 27.6 9,715 44.1 
Arts and crafts 3 2.0 757 13.9 2,078 42.8 3,839 44.8 

Total 90 100.0 95,311 37.4 132,009 41.9 152,490 43.0 
Source: Project Education Management Information System. 

 
 

 

Notes:  

1. The percentage of graduates relative to student population was around 29.2% annually. 

2. The number of vocational schools increased by 37.1%, from 10,256 in 2011 to 14,064 in 2018, or 4.6% per year 

Source: Rilis PDSPK Kemdikbud 2011–2018, 2019 

 

 

 
Table A5.3. Number of Schools, Students, and Graduates: National Vocational Senior Secondary 

School System, 2011–2018 

Year 
Schools Students Graduates 

Public Private Total Public Private Total Public Private Total 
2011 2,697 7,559 10,256 1,494,044 2,525,113 4,019,157 382,272 704,115 1,086,387 
2012 2,841 7,832 10,673 1,570,226 2,619,293 4,189,519 434,761 734,457 1,169,218 
2013 3,083 8,643 11,726 1,576,056 2,623,601 4,199,657 471,585 798,469 1,270,054 
2014 3,250 9,171 12,421 1,748,338 2,462,907 4,211,245 508,636 834,466 1,343,102 
2015 3,320 9,339 12,659 1,825,155 2,509,832 4,334,987 587,032 842,838 1,429,870 
2016 3,434 9,802 13,236 2,004,055 2,678,858 4,682,913 532,895 752,283 1,285,178 
2017 3,519 10,191 13,710 2,110,751 2,793,280 4,904,031 550,573 749,948 1,300,521 
2018 3,578 10,486 14,064 2,185,796 2,823,469 5,009,265 629,873 842,130 1,472,003 
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Table A5.4. Final Exam Scores for General and Vocational Schools, 2015–2019 

The general school has two streams: science and social. The average of the two streams was used to calculate the figures for 

general schools. 

Source: DAPODIK, Ministry of Education and Culture, Indonesia 

 

 

Table A5.5. Number of Model Vocational Schools with ISO 9001 Certification, 2008–2012, 2019 

ISO = International Organization for Standardization. 
Source of basic data: Education Management Information System   

 
 

 
 

School 
Final Exam Scores 

2015 2016 2017 2018 2019       
Vocational (VS) 56.33 52.84 47.13 46.04 47.59 
 Bahasa 65.45 66.05 64.23 63.80 65.72 
 English 55.30 52.44 40.35 40.59 41.78 

 Mathematics 48.24 40.04 36.81 33.73 35.26       
General (GS) 64.04 54.90 50.53 48.92 50.23 
 Bahasa 71.53 63.25 64.59 63.49 64.61 
 English 62.72 50.73 47.06 48.04 49.18 

 Mathematics 57.89 50.74 39.94 35.24 36.90       
Difference (GS – VS) 7.71 2.06 3.40 2.88 2.64       
General School by stream 

    

 Science 67.21 58.31 54.61 52.91 46.25 
 Bahasa 75.57 66.76 69.60 67.97 59.52 

 English 66.34 54.63 52.32 53.50 44.78 

 Mathematics 59.72 53.54 41.92 37.25 34.46 

 Social 60.88 51.50 46.44 44.93 54.20 
 Bahasa 67.48 59.73 59.57 59.00 69.69 
 English 59.09 46.83 41.80 42.57 53.58 

 Mathematics 56.06 47.93 37.96 33.23 39.33 

Description 2008 2009 2010 2011 2012 2019        

Number of Vocational Schools 5 19 59 81 87 90 
              



 

 

APPENDIX 6: ECONOMIC REEVALUATION 
 
1. At project preparation, the report and recommendation of the President (RRP) did not present a 
formal economic analysis, although it did present a brief description of possible costs and benefits that 
showed that project investments would be beneficial and worthwhile. The project completion report 
(PCR) also did not prepare an economic analysis because of the lack of appropriate data. The paucity of 
readily usable data has continued, leading to insufficient understanding in the executing agency and 
among decision-makers about efficiency of the investments under the project. 
 
2. Because of lack of information, the exercise undertaken here is rudimentary but helps to provide 
a preliminary assessment of economic benefits of the project. The exercise identifies important 
assumptions used in estimating the economic benefits and discusses features that would have been 
ideally included in the analysis. In general, this exercise takes a conservative approach, using the most 
recent data and information available. 
 
3. Enrollment and graduates. The RRP estimated that project investments will increase annual 
graduate output in project vocational senior secondary schools from 28,000 to 34,000 (about 21% over 
the project implementation period of 5 years, or about 4% per year). The RRP estimated that during the 
15 years after project completion, the project will equip 614,000 graduates with improved quality of 
skills. These graduates were expected to find employment in formal and better paying jobs. Following a 
similar argument, the assessment of net economic benefits from project investments estimates the 
economic value of the incremental earnings of the vocational senior secondary school graduates over 
2008–2028. This is the focal point of the economic analysis here.  
 
4. The PCR reported that the actual enrollment increased from 95,311 in 2008 to 132,009 in 2013, 
an overall increase of 38.5% and an annual increase of 6.7%. This increased enrollment should result in 
a faster increase in the output of graduates than anticipated in the RRP. The latest actual enrollment in 
the vocational senior secondary schools stands at 152,490 in 2019. The post-project completion 
enrollment growth rate has decelerated somewhat. During 2011–2018, actual enrollment in the 
vocational senior secondary schools increased at the rate of about 4.4% per year.  
 
5. Taking a conservative approach and using the post-project lower enrollment growth rate for 
economic reevaluation as an indicator, this exercise assumes that the number of graduates over the post-
completion 15-year period (2014–2028) will continue to increase at the rate of only 4.4% per year. This 
will result in the annual output of 79,801 graduates in 2028 as compared to the observed 41,831 in 
2013. This growth rate of graduates seems reasonable, especially because the country is now pursing 
universal schooling from grades 1–12. Most of these graduates will seek employment in high paying 
formal jobs in the organized sector, while a small number of these graduates are expected to proceed to 
tertiary education. Others might engage in self-employment or remain unemployed for longer duration. 
Students going to tertiary education, self-employment, or unemployment have not been included in the 
exercise: the economic evaluation includes only graduates expected to join formal wage labor market.   
 
6. The gender breakdown of vocational senior secondary school graduates is not available, except 
for the benchmark figure indicating the share of female enrollment was 37% of total number of 
graduates in 2008. This percentage is expected to increase slowly over time and this exercise assumes 
that it will reach 45% by 2028 and that the number of female graduates in Indonesia will increased from 
9,522 in 2008 to 35,885 in 2028, or by nearly four times.  
 
7. Employment. Because of employment prospects in the labor market, not all vocational graduates 
are expected to attain formal and better paying jobs. The actual data on graduate deployment in 
economy is not available for ready use. However, a widely shared understanding and impressions suggest 
the following. About two-thirds of the vocational senior secondary school graduates enter formal jobs, 
another 15% enter self-employment and the remaining 20% are unemployed, self-employed, or their 
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whereabouts are not known. This economic reevaluation exercise considers only the gains of graduates 
joining the formal wage employment, or 66% of the graduates. The RRP assumed the same level.1 This 
exercise does not include the benefits accruing to the self-employed as their earning pattern is usually 
more dispersed.  
 
8. Further, male and female graduates have different specializations in vocational senior secondary 
schools. They are also likely to experience different earning patterns. Because of the paucity of data, it is 
not possible to have a thorough analysis of graduates by gender but, as is explained below, the exercise 
uses certain evidence from the literature to estimate gender participation of graduates and their earnings.  
 
9. Earnings. Wage data for different industrial sectors and occupational groups is available from 
the labor surveys of 2006 and 2016 (SAKERNAS). The ILO collated, processed, and summarized the data 
in 2017 (footnote 73). Focusing exclusively on occupational categories of “business and sales,” “services,” 
“transport and other blue collar workers” and “others” in which a larger demand for skilled workers is 
expected, average wages (per month) increased from Rp927,841.6 in 2006 to Rp2,230,700.8 in 2016, or 
an increase of 9.17% per year in nominal terms.  
 
10. Only a few observations on gender-based earning differentials by occupation and educational 
standards are available. Using ILO data, the exercise noted and used the following earning differentials: 
vocational school graduates earn significantly more than junior high school graduates, but only slightly 
more than stream senior secondary graduates (footnote 73). This pattern is common to both male and 
female vocational school graduates. This data does not include the earning pattern of the self-employed.  
 

Table A6.1: Indonesia: Monthly Wage-Earning Differentials by Qualification and Gender  
Graduate Level Male (Rp million) Female (Rp million) Gender Gap 

Junior school  1,776,486 1,309,806 35.6% 
General secondary school 2,514,644 1,891,584 32.9% 
Vocational secondary school 2,556,230 1,909,828 33.8% 

Source: ILO. 2017. Indonesia Jobs Outlook 2017: Harnessing technology for growth and job creation. Jakarta. Table 6, p. 20. 

 
11. Counterfactual. As noted earlier, the distribution of graduates by gender is an important 
determinant of the overall gains from the project investments. In the counterfactual situation, if the 
vocational senior secondary schooling did not expand, what would have happened to male and female 
students? Without the opportunity to graduate from vocational senior secondary school, they would 
either stop schooling after junior school or would have joined general stream at senior secondary level: 
In reality, both responses are likely to have taken place. The impact of project’s investment on earning 
differentials would be different in these two situations.  
 
12. Based on the earning pattern in Table A6.1, the division between these two situations shapes the 
overall economic benefit of the project. The exercise below assumes that without vocational senior 
secondary schools, on average about two out of the three female students (65%) would have stopped 
education after junior high school, while one out of the three girls (35%) would have joined general 
senior secondary school. In the case of males, the exercise assumes that 55% would have stopped at 
junior high school level while 45% would have gone into senior secondary general stream. The exercise 
assumes and expects that such a hypothetical distribution captures the Indonesian situation and provides 
an estimate of the project economic benefits.  
 
13. Indirect schooling costs and forgone wages. Pupils and their families also incur indirect schooling 
costs, e.g., on fees, uniforms, transportation, books, and stationery. In addition, there are forgone 
earnings for 3 years. Systematic data about these expenditures is, however, not available in Indonesia. 
Discussion with schools and officials in the field indicated that school fee varies from institution to 

 
1   Based on latest available data, the estimated average employment rate of SMK graduates (2017–2019) was 60.3%. In 2019, the 

SMK employment rate was 62%.  
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institution. Many public vocational schools charge around Rp75,000 per pupil per month while others 
can levy as much as Rp400,000 per pupil per month. Generally public schools charge low fees while 
private schools charge higher ones. Similarly, general stream senior secondary schools charge higher fees 
than vocational senior secondary schools. Since project schools are all public institutions, this exercise 
assumes a fee of Rp100,000 per pupil per month for estimation purposes and includes another 
Rp125,000 per month as a broad estimate of transportation, books, stationery and forgone earnings. 
The inclusion of forgone earnings is kept low because most of the senior secondary students are not of 
working age and are unlikely to have access to jobs in the formal sector. A lower estimate of opportunity 
costs has been used for females than males.   
 
14. Recurrent costs. Normally, it is possible to distinguish between capital expenditure under a 
project, and its recurrent expenditure. However, Indonesia follows a decentralized management structure 
for supporting school education. Moreover, the funds under the project were transferred in a lump sum 
manner directly to schools, who were authorized to use them according to their school development 
plans. Thus, the systemwide breakdown of project funds by capital and recurrent expenditure division is 
not available. Further, devolution of vocational education responsibility to local governments enabled 
the project to be funded through devolved funds, which renders it difficult to estimate the recurrent 
expenditure for the project. Notwithstanding, this exercise adjusted project investments for rates and 
taxes although RRP did not provide any precise estimate. Similarly, the economic analysis makes a 
provision for operations and maintenance (O&M).   
 
15. Increase in minimum wages. The net benefit stream generated after taking these items into 
consideration yields an economic internal rate of return of 7.38%, at the lower end of the ADB’s expected 
range of return of 6%–9%. At this rate, the project yielded a net present value of Rp2,440 million. Because 
of the lack of appropriate data, the exercise followed a conservative approach. For example, it did not 
include gains from future wage increases for graduate employees. In Indonesia, minimum wage increases 
are based on price changes and GDP growth rate and have increased rapidly in 2009–2019. It is not clear 
if this increase in minimum earnings represents increase in labor productivity.      
 
16. Sensitivity analysis. Estimates of benefits are sensitive to enrollment increases and gender division 
of enrollments, because female and male earning patterns vary significantly. Similarly, estimates are 
sensitive to the students’ response to the counterfactual situation if the model vocational school option 
was not available. As all these features work through the earning differentials, the estimates are most 
sensitive to the likelihood of employment opportunities. The magnitude of these responses to the 
changes in the parameters are shown in the Table A6.2. The table summarizes the impact of both a 
decline and an increase on the number of graduates, employment, and their combined effects. 
 

Table A6.2: Sensitivity Analysis 

Variable or Parameter 

Decrease Increase 
5% 10% 5% 10% 

Number of graduates 7.18 6.97 7.58 7.78 
Employment rate  4.24 0.95 10.55 13.90 
Both number of graduates 
and employment rate  

4.03 0.54 10.75 14.31 

The base estimate of economic internal rate of return is 7.38%. 
Source: Independent Evaluation Department, Asian Development Bank.



 

 

APPENDIX 7: SKILLS DEVELOPMENT: A STRATEGIC PERSPECTIVE FOR 
REVITALIZING TECHNICAL AND VOCATIONAL EDUCATION AND TRAINING  

 
1. Indonesia highly prioritizes human resources development as a strategy of rapid and balanced 
economic development. This note focuses on the government’s technical and vocational education and 
training (TVET) policy, which accounts for a major share of the senior secondary education (grades 10–
12). While acknowledging the progress made during the recent decades, this note briefly outlines 
strategic TVET concerns that the Asian Development Bank (ADB) may wish to discuss with the 
Government of Indonesia about sustainable growth and a potential role in the Association of Southeast 
Asian Nations (ASEAN) and beyond.  
 
2. The rationale for human resource development. Because of the huge potential of Indonesia’s 
economy, development of human resources is understandably at the top of the reform agenda of the 
country’s 5-year plans. Human resources are a means of development as well as the ultimate beneficiary 
of Indonesia’s transformation. Besides enabling a regionally balanced and equitable economic 
development domestically, human resources development in Indonesia is also critical for the country’s 
larger role in the ASEAN region. Indonesia is the region’s only trillion-dollar economy and a G20 member. 
Because of the location, size and spread of the Indonesian archipelago, the environmental and climate 
change effects of Indonesia’s economic development are important for the broader ecology of Asia and 
the Pacific. Indonesia’s performance would be a major determinant of the Asian performance vis a vis 
the Sustainable Development Goals. The rationale of human resources development, thus, underpins 
Indonesia’s domestic and the wider regional development agenda in multiple ways.    
  
3. Progress and the task ahead. Historically, Indonesia has managed its human resources 
development well and registered impressive progress, especially in universalizing junior basic education 
of 9 years for both girls and boys 1 Indonesia established a widespread infrastructure at secondary and 
tertiary education across several competencies, programs, and courses. ADB has been actively involved 
in the sector in Indonesia since the 1980s.2 The country now faces the challenge of building further on 
this accomplishment and utilizing its large human resource efficiently and sustainably.  
 
4. Skills for a new age. The content of TVET includes a wide set of skills beyond the former emphasis 
on manual dexterity, once a hallmark of factory systems and industrial development. Skills development 
now embraces significant components of problem solving, learning about applied sciences, application 
of artificial intelligence, and the ability to generally operate in the context of systems frameworks. 
Modern skills development thus involves multifaceted competencies and is based on a complex 
multidisciplinary curriculum, including information and communication technologies. The quality of 
learning in science, technology, engineering, and mathematics (STEM) and languages needs to improve.  
Policy makers and educationists in Indonesia are engaged in updating the curriculum and its improved 
transaction in vocational schools to produce more highly skilled TVET graduates.  
 
5. Unmet demand for skills. The government and employers recognize that adequate availability of 
quality skills in Indonesia is needed to meet the demand of industrial and business enterprises, especially 
large undertakings financed through overseas investment. Domestic and international entrepreneurs and 
development agencies had identified skill shortages as a major constraint.3 The limited availability of 
quality skills also constrains participation of Indonesian human resources in the global labor markets, 
while draining valuable financial resources for importing skilled workers from abroad. 

 
1  The scope of universal education has increased to grade 12 in Indonesia. 
2  D. Wilson.1991. Reform of Technical-Vocational Education in Indonesia and Malaysia Comparative Education, 27(2),  
   pp. 207–221. 
3  S. Tabor. 2015. Constraints to Indonesia’s Economic Growth. ADB Papers on Indonesia. No. 10. ADB. Manila. 
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6. Variable quality of skills output. Indonesia is one of the few countries that has specially 
emphasized producing skilled graduates at the senior secondary school level. TVET constitutes about 50% 
of the total senior secondary enrollment. Efforts are being made to increase it further to enroll as many 
as 70% students through the vocational stream.4 More than 14,000 public and private senior secondary 
vocational schools deal with important sectors of the economy, e.g., manufacturing, information and 
communication technology, business management, marine and coastal resources, merchant navy, and 
agriculture. However, the quality of graduates varies and needs to improve to meet market expectations 
at home and abroad. Good schools do well, and their graduates excel in job performance, but a large 
number of senior secondary schools—especially small and remote ones, pass students with low 
trainability and poor prospects of well-paying jobs.  
 
7. Efficiency of vocational training system. Pursuing a vocational stream at senior secondary level 
for 70% of the pupils is inherently costlier than providing only general education in grades 10–12. Hence, 
it is important that these larger investments are productive and efficient.5 It will be beneficial if secondary 
vocational education is provided economically in partnership with employers and pupils’ households. The 
current challenge is to improve both internal and external efficiency of TVET.  
 
8. The low level of internal efficiency is reflected in the poor performance of pupils in the 
international test scores. Average test scores have stagnated or deteriorated over the years. Many 
teachers are not able to impart quality learning to senior secondary students. Teachers themselves were 
not trained in the skills they are expected to teach to the students. Improving STEM and linguistic abilities 
of students will improve their learning ability and help them acquire technical skills.6  
 
9. Laying stronger foundations for a multiplicity of applications. As noted earlier, growing 
information and communication technology applications have broadened TVET’s scope. Today’s 
graduates will be in the employment market for decades and need strong foundations in STEM so that 
they can develop emerging skills in the future through rapid application courses. STEM is crucial for 
building flexibility in pupils’ ability to respond to oncoming knowledge challenges. The current levels of 
performance in some of these foundation subjects leave much to be desired. There is a role for domestic 
institutions of higher education to help raise the standard of the foundational subjects in school 
curriculum. 
 
10. Meeting private sector demand for skills. The deficiency in external efficiency is evident through 
mismatches revealing skills shortages and high unemployment levels in the labor markets. As a result of 
these inefficiencies, the government expends large amounts of public resources but without 
proportionate gains to society. Employers in private sector enterprises are the main source of demand 
for skilled graduates. The ability to generate productive employment in society depends upon employers’ 
pursuit of their corporate objectives in a focused and efficient manner. The TVET system needs to 
understand and factor in their needs proactively. The variety of private entities and their varying 
perspectives enhances the complexity of policy responses and underscores the need for a closer 
coordination. Small firms and micro enterprises have a different skill and training needs than large 
enterprises. This situation highlights the need to coordinate TVET in close harmony with job markets and 
employers.7    
 
11. Demographic advantage. The urgency in responding to the challenge lies in the need to ensure 
competitiveness of the Indonesian economy. The financial crisis of the late 1990s temporarily interrupted 

 
4  A UN ESCAP working paper noted in 2018 that the government aims to reach the 70% target by 2025 (footnote 65). 
5  Taniguchi, Francisco, and Naval comment on “education investments that are not responsive to market demands, resulting in a   

suboptimal use of education resources and human capital.” K. Taniguchi, R. Francisco, and D. Naval. Chapter 6: Education, Skills 
and Labor Productivity, In E. Ginting, C. Manning, and K. Taniguchi (eds). 2018. Indonesia: Enhancing Productivity Through 
Quality Jobs. Manila: ADB. p.172. 

6  E. Allen. 2016. Analysis of Trends and Challenges in the Indonesian Labor Market. ADB Papers on Indonesia. No. 16. Manila: ADB.  
7  USAID. 2015. Workforce Connections: Analysis of Skills Demand in Indonesia. FHI 360. Washington, DC. 
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the pace of Indonesia’s economic development, while many countries leapt ahead in human resources 
development. There have been significant improvements in skills development in the People’s Republic 
of China, the Republic of Korea, and Viet Nam in recent decades. Indonesia recovered commendably 
since the financial crisis but needs to stay competitive in the fastest growing region of the world.8 With 
better skills, the country can have an advantage over its competitors who are undergoing demographic 
transition. Indonesia must maximize this window by making its young entrants skilled and technically 
qualified for deployment at home as well as abroad.  
 
12. Government policy and support. As noted earlier, Indonesia enjoys a positive national policy in 
favor of skills development and the country’s leadership at the highest level supports this commitment. 
Under its constitution, the government is determined to provide financial resources to vocational schools. 
With a clear policy stance of the government and financial commitment, the challenge for developing 
skills in Indonesia boils down to administrative, managerial, and professional acumen.  
 
13. Coherence in implementation. There is a need to recognize efficiency as an important driver of 
change. At present, there is a lack of coherence across different players and decision-makers across the 
vocational education and training system. The absence of an overarching nodal point capable of aligning 
different line ministries and synchronizing functioning of their offices needs to be addressed. Purposive 
coordination is required at the national and the local government levels. Because of the decentralized 
model of development in the country, TVET programs need to straddle macroeconomy and national labor 
market needs while simultaneously serving the local economic needs. Financing provisions for TVET need 
to reflect the broad variety of considerations of national, provincial, local, and private agencies, including 
the pupils’ households.   
 
14. Regional cooperation in technical and vocational education. Many Asian countries are doing well 
in TVET. Their progress has facilitated Asia’s emergence as a global factory and absorption of new and 
emerging technologies from rest of the world. Among others, India, Japan, the People’s Republic of 
China, the Republic of Korea, and Singapore are leading examples of competencies in a variety of sectors 
at different levels. Some of these skills development approaches can be easily replicated and adapted to 
Indonesian conditions to the mutual benefit of all. Several regional and global development partners are 
committed to supporting Indonesia’s national policy and are willing to engage in the task. They can bring 
in lessons learned in the experience in other countries.  
 
15. To conclude, a comprehensive revitalization of TVET is indicated to promote better utilization of 
resources invested and improve the quality of learning among senior secondary school graduates. It is 
important for Indonesia to remain competitive in this rapidly changing environment. The government’s 
policy support and financial commitment is already there, so the challenge is for educationists and public 
administrators to respond to the opportunity by designing a TVET system capable of delivering results in 
the medium to long term.9  

 
8   ILO. 2017. Indonesia Jobs Outlook 2017: Harnessing Technology for Growth and Job creation. Jakarta.   
9  GIZ. (n.d.) “Strengthening Indonesian Vocational Secondary Level Education: A Roadmap to 2030” GIZ SED-TVET (processed). 

Division of Innovation and Competitiveness, Ministry of Education and Culture. Also see, GIZ (n.d.) “TVET and Competency 
Certification in Indonesia: Description and Appraisal” (processed), and GIZ and KFW (n.d.) “Treading – A Path of Success – with 
the Sustainable Development through Technical and Vocational Education and Training (SED-TVET) programme” (processed).     
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