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I. BACKGROUND 

1. Technical assistance (TA) for Support for Decentralized Education Management II1 was 
originally approved on 14 September 2004, for a total of $625,000 equivalent, of which 
$500,000 equivalent was financed on a grant basis from the TA funding program of ADB. During 
project formulation the European Commission (EC) indicated its interest in cofinancing the 
project and in substantially increasing the scope of the core activities. 
 
2. On 19 October 2005, the Board of Directors of the Asian Development Bank (ADB) 
approved a major change in scope and implementation arrangements for the TA (Appendix 1). 
The major change in scope and implementation arrangements resulted from a grant cofinancing 
contribution of €4.6 million, including administrative fees, from the EC. The Board approved 
procurement of eligible goods and services from member states of the European Union (EU), 
including ADB nonmember countries. Since Board approval of the change in scope and 
implementation arrangements, ADB and the EC have been working on finalizing a suitable 
cofinancing agreement. This process has required extensive consultation with EC staff both at 
headquarters and in the field, as well as interdepartmental discussions within ADB to address 
the technical requirements imposed by the EC while at the same time ensuring consistency with 
ADB’s rules and regulations. 
 
3. Effective 27 December 2005, the EC expanded its procurement eligibility terms to 
include not only legal persons of EU member states (as approved by the Board), but also legal 
persons established in EC-recognized official candidate countries, member states of the 
European Economic Area, developing countries as specified in the OECD Development 
Assistance Committee list, and international organizations.2 Since the cofinancing agreement 
had not been finalized at the time of the EC’s introduction of the expanded eligibility list for 
procurement purposes, ADB was advised by the EC that the new eligibility list would need to 
apply to the TA.  
 
4. The matters for consideration by the Board consist of the following: 
 

(i) expanded procurement eligibility terms to include procurement of eligible goods 
and services from legal persons eligible for procurement under the new 
procurement rules of the EC as ADB’s cofinancing partner; and 

(ii) the administration by ADB of the proposed cofinancing for Support for 
Decentralized Education Management II under the expanded procurement terms. 

 
5. Article 14 (ix) of the Agreement Establishing the Asian Development Bank states that the 
Board may, by a vote of the directors representing not less than two thirds of the total voting 
power of the members, approve procurement from nonmember countries of ADB in appropriate 
circumstances.  
 
6. Procurement of eligible goods and services from legal persons eligible for procurement 
under EC regulations is justified in respect of the funds to be contributed by the EC because of 
the substantial amount of the EC contribution and the importance of the TA to the education 
sector in Indonesia. The EC is a significant provider of grant cofinancing for Asia. For Support 

                                                 
1 ADB. 2005. Support for Decentralized Education Management II. Manila (TA 4391-INO). 
2  Regulation (EC) No 2110/2005 of the European Parliament and of the Council. 14 December 2005. 
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for Decentralized Education Management II, the EC has agreed to provide $6.03 million 
(corresponding to €4.6 million, including administrative fees). This cofinancing is important to 
ensure that the goals of the TA are achieved. 
 
7. The negotiations with the EC on finalizing a cofinancing agreement are at an advanced 
stage. Due to the significance of the EC as a cofinancing partner of this project and the 
importance of the project to the Government of Indonesia, the Board has already approved 
extended procurement eligibility terms to include the EC original country list for procurement, 
including EU member countries. The only outstanding issue is the matter of the further 
expansion of the EC procurement eligibility. The EC grant is ready for implementation, subject 
to authorization by the Board to apply the new procurement eligibility rule of the EC in this case. 
 
 

II. THE PRESIDENT’S RECOMMENDATION 

8. I recommend that the Board approve: 
 

(i) by the requisite affirmative vote of directors representing not less than two thirds 
of the total voting power of ADB's members, pursuant to Article 14 (ix) of the 
Articles of Agreement, that the expanded procurement eligibility include 
procurement of eligible goods and services from legal persons eligible for 
procurement under EC regulations; and 

(ii) the administration by ADB of the proposed cofinancing for Support for 
Decentralized Education Management II under the expanded procurement terms. 

 
 



   

TA 4391-INO: SUPPORT FOR DECENTRALIZED EDUCATION MANAGEMENT (SDEM) II 
MAJOR CHANGE IN SCOPE AND IMPLEMENTATION ARRANGEMENTS 

 
 
 

I. INTRODUCTION 
 

1. Technical assistance (TA) for Support to Decentralized Education Management (SDEM) 
II1 was approved on 14 September 2004, for a total cost of US$625,000 equivalent, of which 
$500,000 equivalent was financed on a grant basis from the TA funding program of the Asian 
Development Bank (ADB). The scheduled completion date for the TA is 30 April 2006.     
 
2. In parallel with the implementation of the TA, the Ministry of National Education (MONE), 
Government of Indonesia, asked the European Commission (EC) to provide supplementary 
financing for the ADB TA. The EC has agreed to provide cofinancing in the amount of 
$6.03 million (corresponding to a total of €4.60 million, including administrative fees). For the EC 
to participate, it requires nondiscrimination against all its members in procurement processes. 
Given the substantial cofinancing from the EC, the scope of the TA and implementation period 
will be extended. In addition, the EC has asked that the TA be renamed the Basic Education 
Sector Capacity Support Program (BESCSP).   
 
3. The matters for consideration by the Board consist of the following : 
 

(i) approval of a major change in scope to cover the $6.03 million supplementary 
financing from the EC, with no increase in ADB funding, on a no-objection basis; 

 
(ii) an extension in the TA completion date from April 2006 to December 2008; 
 
(iii) expanded procurement eligibility to include procurement of eligible goods and 

services from member countries of the European Union, including ADB 
nonmember countries; and 

 
(iv) the administration by ADB of the proposed BESCSP cofinancing under the 

expanded procurement terms. 
 
 

II. BACKGROUND 
 

4. The purpose of the TA is to assist and improve the capacity of MONE to implement the 
strategic changes required for an equitable, effective, and efficient decentralized education 
system. The anticipated outputs of the TA consist of (i) defining minimum service standards and 
indicators for decentralized planning and performance assessment; (ii) a master plan for 
implementation, with a clear and concise definition of roles and administrative functions of 
different levels of government, including appropriate regulatory frameworks; 
(iii) recommendations on multi-year regional investment and resource plans that are consistent 
with the new roles, functions, standards, and regulations; (iv) a basic design of an education 
management information and operation system to support MONE’s new roles and functions 
(including regulatory and quality assurance functions); and (v) a plan for strengthening the 
monitoring, evaluation, and internal control mechanisms of MONE.  
 

                                                 
1  ADB. 2004. Support to Decentralized Education Management (SDEM) II. Manila (TA 4391-INO).  



 2 

5. The executing agency for the TA is MONE, through the Unit for Facilitating 
Decentralization of Education (UFDP).  Implementation of the TA started in mid-February 2005.  
Implementation progress has been satisfactory and the key components of strategic advice to 
MONE related to education sector decentralization reforms have been completed. The TA has 
also provided strategic support to MONE on the preparation of the education strategic plan 
(ESP), 2005–2009. The TA has identified and mapped good practices and developed models 
for decentralized planning, organizational development and performance-based management 
information processes.  The next phase of trialing and testing these models in selected districts, 
and developing a framework for expansion and/or adoption by the Government in its overall 
strategic planning framework, is planned for October 2005. Currently around 30% of the 
allocated TA funds have been disbursed. 
 
6. In the meantime, decentralization in Indonesia is evolving and a number of recent 
initiatives have been taken by the Government: (i) preparation of ESP 2005–2009; (ii) initiation 
of MONE’s reorganization plan; and (iii) finalization of a number of ministerial decrees and 
regulations on minimum service standards in education, reporting and accountability 
mechanisms. The Government will focus on three policy themes in ESP: (i) equitable expansion 
of access; (ii) quality, relevance and efficiency; and (iii) governance and accountability.  These 
policy themes will help to realign performance monitoring, information management and 
financing systems within a broader management for development results framework. In order to 
achieve this, MONE will require support to (i) strengthen the capacity of central agencies for 
policy development, standard setting, and performance monitoring; (ii) develop and adopt a mix 
of systemic and targeted programs and financing interventions that reduce disparities in access 
to and quality of education services; and (iii) put in place education management and 
organization systems that enable a more demand-led and incentive-based approach to 
decentralized education service delivery. These initiatives provide key opportunities for ADB to 
ensure that anticipated outcomes from the TA fit within a broader decentralization planning and 
implementation process owned and led by MONE. 
 
 

III. THE PROPOSED CHANGES 
 

7. Recognizing the recent initiatives undertaken by MONE and the identified needs, EC 
cofinancing aims to (i) strengthen central capacity to manage education sectorwide performance 
review processes and strategic planning and financing; (ii) enhance central and provincial 
capacity to facilitate effective policy and strategic management at district levels; (iii) strengthen 
capacity of districts to plan, manage, and monitor education service performance improvements, 
including financing arrangements; (iv) enhance provincial and district capacity to provide 
strategic and technical support at various levels; (v) improve alignment of knowledge and 
information systems with decision-making needs of user groups at various levels; and 
(vi) increase MONE’s capacity to plan and manage sustainable capacity development 
programs. The overarching anticipated result will be enhanced change management processes 
at central, provincial and district levels, with changed roles and management structures that are 
consistent with ongoing legislative and regulatory reforms related to education sector 
decentralization. 
 
8. The overall project purpose of BESCSP is broadly consistent with the TA design. It has 
three immediate objectives: (i) better design and implementation of improved equitable access, 
quality improvement, and cost-efficient strategies and priority programs at central and district 
levels; (ii) improved knowledge management strategies for the identification, advocacy, 
dissemination and use of sustainable and high impact good practices, especially at district and 
school levels; and (iii) stronger partnership arrangements for the planning, management and 
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financing of capacity development programs at central, provincial, district, and school levels. 
Supplementary financing will allow broader coverage of outputs, including expanding the 
number of districts to receive district level capacity development from 6 to 40-50. The ESP 
2005–2009 sets out clear strategic priorities for longer-term education for all goals and phased 
and sequenced capacity development for the decentralization program, consistent with stated 
SDEM II capacity building priorities.   
 
9. The proposed changes include an increase in overall donor support from $0.5 million to 
$6.53 million, including additional support for international and national consulting services, a 
demand-led capacity development fund mechanism, increased project administration and 
support financing, and extended funding for knowledge management and program and 
beneficiary monitoring and impact assessment. Updated project safeguards include (i) capacity 
building support for MONE technical and financial management and procurement systems; and 
(ii) extended support for joint ADB, EC and MONE annual, midterm and final review systems to 
allow any strategy or program adjustment. With the TA, the proposed changes have been jointly 
designed and appraised by MONE, UFDP, ADB and the EC over the period February–July 
2005. Cost estimates for the proposed EC cofinancing are detailed in Appendix 1. Given the 
expansion of activities under the TA, it is envisaged that the cofinanced TA (renamed as 
BESCSP) will be completed by December 2008, instead of the TA original completion date of 
April 2006. The Government has also agreed to increase its contribution, in the form of 
remuneration of counterparts, in-kind contributions and other inputs. A financing agreement 
which contains the revised design and monitoring framework for BESCSP has been signed 
between the Government and the EC (Appendix 2). Subject to Board approval, the extended 
program design is scheduled for implementation in the last quarter of 2005. 
 
 

IV. ASSESSMENT 
 
10. The proposed changes will incorporate a number of benefits: (i) the extended coverage 
will broaden and deepen the range and number of beneficiary organizations, (ii) the extended 
duration will allow for harmonization with emerging governance and capacity development 
strategies within ESP, (iii) the extended duration will help assure greater institutional, 
organizational, and financial sustainability mechanisms to be put in place, and (iv) the extended 
technical assistance will help assure greater program management capacity within MONE and 
the designated implementation unit.  The agreed use of an international consulting firm will also 
help assure cost-effective and transparent procurement and financial management, accounting 
and internal audit processes. Overall BESCSP provides a strategic opportunity for ADB to 
ensure that anticipated outcomes from the TA fit within a broader decentralization planning and 
implementation process led and owned by MONE. 
 
11. The implementation arrangements under the BESCSP will be similar to those of the TA.  
However, there has been a recent reorganization at MONE. One of the main issues with respect 
to BESCSP has been the positioning and structure of UFDP within MONE and its limited 
capacity to implement the expanded TA. ADB sought clarification from the Government on this 
issue, and MONE has informed ADB that the unit or directorate with responsibility for BESCSP 
will be based on the new organizational structure of MONE. It is expected that MONE’s 
reorganization will be complete by September 2005, and the issue of positioning and staffing of 
UFDP and implementation arrangements will be resolved soon, at the latest at the BESCSP 
inception.   
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V. THE PRESIDENT’S RECOMMENDATION 
 
12. The President has recommended the following for Board approval: 
 

(i) a major change in scope to cover the $6.03 million supplementary financing from 
the EC, with no increase in ADB funding, on a no objection basis; 

 
(ii) extension of the TA completion date from April 2006 to December 2008; 
 
(iii) expanded procurement eligibility to include procurement of eligible goods and 

services from member countries of the European Union, including ADB 
nonmember countries; and 

 
(iv) the administration by ADB of the proposed BESCSP cofinancing under the 

expanded procurement terms. 
 
13. After approval of the recommended changes by the Board, the COCS will be requested 
to process a contract variation for extension of TA completion date and other changes as 
required.



Appendix 1         5

Cost Estimates and Financing Plan 
($’000) 

 
Item EC Funds ADB 
  Foreign 

Exchange
Local 
Currency

Total 
Cost 

SDEM II 
Budget 

1.  Consultants  
a. Remuneration  

i. Allocated International 
Consultants 

ii. Allocated Domestic Consultants 
iii. Unallocated Consulting Services 

270.00
0.00

200.00

0.00
90.00

200.00

 
270.00 

90.00 
400.00 

176.00
200.00

b. International and Local Travel 45.00 50.00 95.00 29.00
c. Reports and Communications 0.00 100.00 100.00 9.00

2. Equipment and Vehicles, including 
Website Development 35.00 100.00

 
135.00 8.00

3. Training, Seminars and Workshops  15.00
a. Facilitators 0.00 15.00 15.00 
b. Training Program 0.00 225.00 225.00 

4. Survey, Data Processing and Analysis 0.00 250.00 250.00 6.00
5. Miscellaneous Administration and 

Support Costs 0.00 350.00
 

350.00 9.00
6. Capacity Development Funds 0.00 3500.00 3500.00 
7. Contract Negotiations 0.00 0.00 0.00 5.00
8. Contingencies 600.00 0.00 600.00 43.00

Sub-Total 1150.00 4880.00
 

6030.00 500.00
  
9.   Government Financing 0.00 660.00 660.00 125.00
  
Total Cost 1150.00 5540.00 6690.00 625.00
ADB = Asian Development Bank, EC = European Commission, SDEM II = Support to Decentralized Education 
Management II. 
 
Note:  Exchange rate is € 1 = US$ 1.31 (June 2005) 
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