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OBJECTIVES OF TALK

• REVIEW JUSTIFICATION
• REVIEW ARGUMENTS, PRO AND CON
• REVIEW EVIDENCE
• REVIEW OPPORTUNITIES FOR 

ADB/WB COOPERATION

INDONESIA IS  A CASE STUDY



WHAT IS COMMUNITY 
DEVELOPMENT?

THERE ARE MANY FLAVORS, BUT IN 
GENERAL CDD REFERS TO PROJECTS 
THAT:
– DISBURSE DIRECTLY TO BOTTOM-MOST 

LEVELS
– FUND COMMUNITY PLANS
– INCLUDE FACILITATORS
– PROMOTE PARTICIPATION



• Villagers plan
• Villagers decide
• Villagers control 

funds
• Villagers implement
• Villagers manage, and
• Villagers operate and 

maintain works

Community Participation, the purists 
view



VARIANTS ON THE THEME

• SINGLE-SECTOR VERSUS MULTI-
SECTOR

• DISTRICT GOVERNMENT VERSUS 
COMMUNITY

• MICRO CREDIT VS. INFRASTRUCTURE
• PRIVATE SECTOR SERVICE 

PROVISION
• ROLE OF CONTRACTORS, NGOS ETC.



WHY DO COMMUNITY 
DEVELOPMENT: THE THEORY

• CHOICES MORE ATTUNED TO LOCAL 
NEEDS

• MORE LIKELY O&M
• BUILDS SOCIAL CAPITAL
• MORE PARTICIPATION YIELDS 

BETTER OVERSIGHT AND LESS 
CORRUPTION

• ACTIVE PARTNERS IN DEVELOPMENT



A FEW OTHER REASONS:
THE BANKER’S VIEW

• REACHES THE POOR
• RAPID RESPONSIVENESS
• SCALE-ABILITY
• HIGH RATES OF RETURN
• FAST DISBURSEMENTS
• LOW LEAKAGE





CDD SCALES UP QUICKLY

• AFGHANISTAN: NSP covers 13,000 
villages 2 years after appraisal

• KDP scaled up from 2,000 to 30,000 
villages in 4 years (now going national)

• VIETNAM now becoming national poverty 
Development Policy Programmatic



Measurable Benefits of the CDD 
Approach

EIRR:
.  The average EIRRs of 4 programs analyzed 
in Indonesia were:

WSLIC : 34.5%
CERD : 24.1%
P2D : 46.2%
KDP : 52.7%

*Bappenas: Findings Of Post-construction Economic Impact Analysis Study For CDD Programs, ASEM Grant 
TF-053282-IND October 2005



RAPID RESPONSE: SOME 
EXAMPLES

• ACEH RESPONSE: 3 CDD projects 
prepared and appraised within 5 months.

• AFGHANISTAN: NSP negotiated 4 
months after identification.

• TIMOR L’ESTE: CEP First donor project 
negotiated.

• BALI – KDP covered all of Bali within 2.5 
months of bomb.



Measurable Benefits of the CDD 
Approach:

Real Cash Savings: Re-Costing and Swadaya
Re-Costing analysis compared the savings achieved by CDD 
methods compared to traditional contractor built projects:

Re-Costing Savings “Swadaya” Savings
WSLIC : 49% 23%
CERD : Built by contractors None recorded
P2D : 23% None recorded
UPP : 66% 35%
KDP : 55% 21%

Voluntary contributions (“Swadaya”) in the case of WSLIC, UPP & KDP covered the 
cost of village facilitators.



KDP’S DISBURSEMENT 
PERFORMANCE INDONESIA
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CORRUPTION AND CDD: WHAT 
WE KNOW

• RATES SUBSTANTIALLY LOWER THAN 
STANDARD PROJECTS

• AUDITS AND CREDIBLE THREATS OF 
AUDIT MATTER MORE THAN 
PARTICIPATION AND SOCIAL 
CONTROLS

• FOLLOW-UP IS CRITICAL



COMMON CRITICISMS OF COMMUNITY 
DEVELOPMENT PROGRAMS: Design

• High overheads and T.A.
• Poor technical quality
• Bypasses local governments
• Elite capture
• Low sustainability
• Corruption and Leakage

THESE ARE ALL TRUE!



Common Criticisms II: Strategic

• Low government ownership and 
incompatibility with administrative 
structures

• Weak links to local government and 
technical agencies

• Cannot address supply side constraints
• Weak if any link to productivity changes

THESE ARE ALSO TRUE!



BUT THEY DON’T HAVE TO BE!



LESSONS LEARNED ABOUT 
GOOD CDD STRATEGY

• Understanding country historical contexts 
is critical;

• CDD works best when placed in a CAS 
that brings other programs to bear;

• Begin with an identified champion;
• Broad-based ownership takes time;
• Learning requires constant evaluation;
• CDD can evolve to programmatic lending 

but it can’t start there;



SELECTED LESSONS LEARNED ABOUT 
DESIGNING LARGE-SCALE COMMUNITY 

PROGRAMS
• Keep disbursements direct!
• All problems boil down either to poor management or 

insufficient transparency and communication;
• Pilots don’t help much (but they take up lots of time);
• Public goods are different from private ones (and some 

fall in-between);
• Contractor performance is highly variable and should be 

assessed carefully;
• Always strive for simplicity (skip that extra great 

component!);
• Audits (or credible threats of one) lower leakage.
• Good projects have no conditions.



MAIN POINT REPEATED:

IT ISIT IS
ABOUT VILLAGE ABOUT VILLAGE 

CHOICE!CHOICE!



SELECTED LESSONS ABOUT 
MANAGING CDD

• EVOLVE OR DIE!
• DESIGN IS EASY, SUPERVISION IS 

HARD;
• SET THE BOUNDARIES EARLY AND BE 

CONSISTENT;
• HARASS THE ENGINEERS!
• INFORMATION FLOWS ARE ALWAYS A

BOTTLENECK;
• DEMAND EVALUATIONS.



OBSERVATIONS ON ADB’s CDD WORK 
THAT CAN OR ARE BEING FIXED

• CDD IS AN OUTLIER WITHIN ADB’S 
PROGRAM

• TOO LITTLE ON-SITE MANAGEMENT
• OVER-RELIANCE ON CONTRACTORS
• GOLD-PLATING WITH TA AND GOV’T 

WISH LISTS
• INSUFFICIENT FOLLOW-UP ON 

VIOLATIONS
• SCARCE AND LARGELY UNUSED M&E



BUT POSITIVE TRENDS, TOO

• MORE ON-SITE PRESENCE
• IMPROVING DIALOGUE WITH 

GOVERNMENT ON CDD
• DEDICATED, KNOWLEDGABLE STAFF
• INTER-AGENCY COOPERATION AND 

LEADERSHIP (i.e. Decentralization 
Support Facility)



GOING FORWARD:
INDONESIA CASE STUDY

• NATIONAL COMMUNITY 
EMPOWERMENT PROGRAM
– PRESIDENTIAL INITIATIVE LAUNCHED BY 

7 MINISTERS; 
– COMBINES CASH TRANSFERS WITH 

COMMUNITY DEVELOPMENT;
– TO COVER ENTIRE COUNTRY BY 2008;
– REVISE CDD DESIGNS IN 2007
– APPROX. $1.5 BILLION/YEAR FOR CDD.



ADB-WB COOPERATION
INDONESIA

• ADB CHAIRS MULTIDONOR CDD TASK 
FORCE

• JOINT DESIGN FOR HOUSEHOLD CCT 
PROGRAM

• JOINT MANAGEMENT FOR CDD SUPPORT 
PROGRAM
– 1ST PHASE TO BE BRIDGED WITH $200 MILLION 

WB ADDITIONAL FINANCING
– PLANNED SWITCH TO POLICY BASED 

MULTIDONOR SUPPORT BY 2008



Summary: Pros and Cons of CDD

PROS
• Growing business
• Efficient preparation
• Reaches the poor
• Popular
• Lower costs

CONS
• Initially hard for 

governments
• Needs different staff 

mix
• Higher supervision
• Doesn’t aggregate
• Needs long-term 

commitment


