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Abstract 
 
 
This report reviews Community Driven Development (CDD) projects in Lao PDR to 
determine their effectiveness in channeling resources to communities for poverty 
reduction. The study examines three CDD projects in depth: the Poverty Reduction Fund, 
the Village Investment for the Poor (both supported by the World Bank), and the 
Government-financed Village Development Fund. Through close analysis of these 
projects and cursory analysis of other CDD projects, the report concludes that overall, 
the CDD approach in Lao PDR improves the well-being of communities in a cost-effective 
manner.   
 
The study, however, identifies three challenges that remain for CDD projects to be 
wholly successful. The first challenge is a call for harmonization of CDD mechanisms 
within the country. CDD approaches are not currently coordinated geographically, 
technically, or financially. This leaves communities who need help without resources, an 
excess of skills in some areas and a dearth of skills in others, and funding allocated 
towards operations, which could be redirected to communities. The report recommends 
coordinating and consolidating CDD approaches.   
 
The second challenge is the achievement of inclusive participation. While empowerment 
has proven to improve the well-being of communities, not all local officials recognize 
the benefits of a participatory approach. The report recommends operating in districts 
on a long-term basis to develop sustained empowerment and extensive training to local 
officials and communities on participatory approaches. 
 
The final challenge for CDD projects is the funding of livelihood activities, which is 
necessary for sustained poverty reduction. Evidence has demonstrated that CDD 
backing of livelihood activities through loans, however, is unsuccessful. The report 
recommends administering grants for livelihood activities and ensuring technical 
support along with a participatory approach. 

 
 
 

Community Driven Approaches in Lao PDR
Moving Beyond Service Delivery 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 1

Introduction 
 
For Lao PDR, Community Driven Development (CDD) is a new and promising way of 
improving welfare and service delivery in traditionally underserved rural communities. 
Community driven development projects seek to reduce poverty by empowering 
communities to assess and provide for their own needs through community 
participation and decentralized decision-making. To achieve this goal, CDD projects 
support local infrastructure, services, and livelihood programs. In addition to being one 
of the most cost effective ways to respond to communities’ infrastructure needs, 
community-driven approaches have proven, among others, to increase school 
enrollment, access to clean water, and the use of latrines; improve health outcomes; 
and reinforce social capital.1 
 
Community driven development can help the Lao government in its attempt to reach 
its national poverty reduction targets and achieve the Millennium Development Goals 
(MDGs) by 2015. Growth has been an important driver of poverty reduction in Lao PDR, 
averaging 6.3 percent between 1996 and 2006, and during this period human 
development indicators improved significantly. Nonetheless, Lao PDR continues to have 
some of the poorest human development indicators in the region. Primary gross 
enrollment rates were 79.8% in 2002/03, and 40% of children under-five were 
malnourished. Two-thirds of households have no electricity, and about half lack access 
to safe water (World Bank, 2006). Community Driven Development (CDD) can be an 
effective mechanism to tackle these issues, as it has the capacity to channel in a cost-
effective manner funds to remote and poor communities to improve local infrastructure 
and the quality of service delivery.  
 
Community-Driven Development is also an effective mechanism to promote the 
government’s National Growth and Poverty Eradication Strategy (NGPES). The NGPES 
lays out the country’s overall development framework, poverty reduction objectives, 
and a medium-term roadmap for reaching these objectives. The Sixth National Socio 
Economic Development Plan (NSEDP) for 2006-10 is the successor poverty reduction 
strategy to the NGPES. It describes the underlying strategies and policies supporting the 
country’s vision of graduating from Least Developed Country status by 2020, and 
provides specific targets and indicators. Community-driven development can help 
supporting the NSEDP objectives to (i) promote participation of the poor in making 
decisions about their future, which is seen as being essential for their empowerment; (ii) 
foster decentralization as a means to ensure sustained participation of the people, 
including the poor and women in local affairs; and (iii) promote informed participation of 
the poor through improved flows of information, communication, and education (IEC). 
 
Demand-driven development has its roots in the l980s, but it is only in the last few 
years that CDD projects have been growing in Lao PDR. In 2004, 6 projects within Lao 

                                                 
1 See, among others, Chase (2002), Isham and Käkhönen (2002), Newman et al. (2002), Paxson and Schady 
(2002), Pradhan and Rawlings (2002), Rao and Ibáñez (2005), Arcand and Bassole (2007), and Labonne 
and Chase (2008). For a more critical review, see also Mansuri and Rao (2003). 
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PDR maintained a community-driven component; two years later about twenty-five 
projects implemented by multilateral and bilateral donors and International Non-
Governmental Organizations (INGO) possessed a community-driven component. Active 
donors include the International Fund for Agricultural Development (IFAD), the 
Canadian International Development Agency (CIDA), the United Nations Development 
Program (UNDP), the European Union (EU), the World Bank, the German Agro Action 
(GAA), Village Focus International (VFI), World Concern, as well as other International 
NGOs.  
 
The unprecedented expansion of CDD projects fuels the need to analyze the efficiency 
of the various approaches, and to discuss a medium to long term strategy for 
harmonizing participatory approaches in Lao PDR. As this report will show, CDD 
projects in Lao PDR currently promote a variety of participatory approaches. While each 
approach maintains its own strengths and weaknesses, the harmonization of 
participatory approaches could open the way for a much-needed institutionalization of 
community participation. 
 
This report aims to provide a platform for an informed discussion about harmonizing 
and improving the effectiveness of participatory approaches in Lao PDR. The report 
analyzes in detail three CDD projects: the Poverty Reduction Fund (PRF), the Village 
Investment for the Poor (VIP) component of the Agricultural Development Project (both 
supported by the World Bank), and the Government-financed Village Development Fund 
(VDF). Although it does not provide a comprehensive evaluation of all CDD approaches 
in Lao PDR, the report provides a picture of the most relevant challenges community-
driven projects are facing.2 
 
The findings and recommendations are based on a qualitative study of 32 randomly 
selected villages in Huaphan and Saravane provinces in which one of the three CDD 
projects was implemented; quantitative data from the PRF Monitoring Information 
System (MIS) database; a PRF impact evaluation conducted in 150 villages; and, for the 
overall examination of CDD projects, on the review of Operations Manuals, and 
interviews with government, donors, and project staff. 
 
The Overview is structured as follows. The next Section looks at the effectiveness of CDD 
projects. It shows that CDD can improve communities’ well-being and deliver local 
infrastructure in a cost-effective manner. It also reviews the cost of managing a CDD 
operation. Section 3 reviews the three main challenges CDD projects are facing in Lao 
PDR: the harmonization of CDD approaches, achieving inclusive participatory 
approaches, and supporting livelihood activities. Section 4 concludes by suggesting how 
these challenges could be faced. 
 
 

                                                 
2 An additional objective of the study was to feed into the design of the second phase of the PRF. The main 
volume of this study therefore provides more technical details about issues faced in the implementation of 
community-driven approaches in remote areas. 
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Box 1. Description of studied CDD projects 
 
The Poverty Reduction Fund (PRF) aims to assist villagers in developing community infrastructure 
and gaining improved access to services; build capacity and empower poor villages in poor districts 
to identify needs, and plan, manage, and implement their own public investments in a decentralized 
and transparent manner; and strengthen local institutions to support participatory decision-making 
and conflict resolution processes at the village, koumban, and district levels. 
 
The principles and the objectives of the PRF depend upon and encourage a high degree of 
participation by the people themselves. At each local level the PRF begins with a strong process of 
“socialization” – introducing and explaining the PRF principles and objectives to the villagers and the 
wider public. Radio broadcasts, posters, pamphlets, and other tools are used to disseminate 
information about the project. Subsequently, with the assistance of elected PRF koumban 
facilitators, all villages in target districts organize Village Needs Priority Assessment (VNPA) meetings 
to define their priorities, and to elect three village representatives. Village needs and priorities are 
then discussed and prioritized by village representatives at a higher level, during the koumban 
prioritization meeting. Koumban sub-project proposals are themselves discussed by village 
representatives during district decision meetings where all proposals are ranked. Finally, the PRF 
evaluates the feasibility of the top-ranked proposals, after which another district meeting is held to 
decide which projects to implement. Villages are then responsible for project implementation, but 
PRF staff assists them with periodic cross-village assessment visits, monitoring, and reporting. 
 
Between February 2003 and June 2007, the PRF built 354 schools, 50 bridges, 64 health dispensaries, 
1012 water supplies, 119 irrigation schemes, and upgraded 2420 km of roads. It also provided 939 
school packages and 1480 training sessions. Due to its widespread coverage (12 percent of the Lao 
population in 5 provinces, 21 of the 72 poor districts in Lao PDR, and 1,984 villages), the PRF is one of 
the most important community-driven programs in the country. 
 
The Village Development Fund (VDF) supports the creation of revolving funds to promote livelihood 
activities related to cultivation and animal husbandry, the clearing of land for agricultural production, 
handicraft, processing, and trade. The VDF aims to (i) promote village participation and ownership of 
the funds; (ii) increase household production; (iii) provide opportunities for individuals in poor 
villages to improve their capacity and economic situation; and (iv) promote decentralization. In 
2003/04, the Government initiated Village Funds in all 47 first priority districts. As of the end of June 
2007, VDF operated in 315 villages. 
 
The Village Investment for the Poor (VIP) component of the Agricultural Development Project 
finances block-grants to villages for small-scale projects identified by the community.  The grants 
range between US$500 and US$1500 per sub-activity, with the objectives to: (i) support rural 
communities where poverty is high; (ii) strengthen capacity for designing and implementing small 
projects at the village level; and (iii) facilitate a closer link between the District Agricultural and 
Forestry Office (DAFO) staff and the communities. Implementation and supervision of the VIP is the 
responsibility of the extension unit in DAFO, and the implementing body at the village level is the 
Village Committee (VC), in collaboration with Village Volunteers (VV). The ADP started in early 2002. 
To date, a total of 204 villages in 15 districts have received 601 sub-activities. Unanticipated in the 
design of the VIP, the block grants were utilized to establish Credit and Savings groups providing low 
interest rates in all interviewed villages, making de facto the VIP very similar to the VDF. 
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1. CDD can work in Lao PDR… 
 
The study of the PRF, VDF, and VIP shows that community-driven approaches can 
work in Lao PDR. Nonetheless, existing CDD projects are facing significant, although 
not insurmountable, challenges. Existing CDD projects in Lao PDR are effective in 
delivering to remote communities the local infrastructure requested, and a positive 
impact has been observed on health, education, and transportation outcomes. 
Nonetheless, as the following sections will reveal, significant challenges remain when it 
comes to empowerment and livelihood support. This section reviews the effectiveness 
of CDD approaches in delivering local infrastructure. It mostly draws from the 
quantitative and qualitative evaluation of the PRF. 
 

Impact 
 
A quantitative impact evaluation found that the PRF improved health and education 
outcomes, and access to roads.3 In the North, PRF water and sanitation projects 
decreased the incidence of diarrhea in beneficiary villages among children. Given the 
high prevalence of diarrhea in the sampled villages, this appears to be an important 
accomplishment of the PRF. In the South (where literacy rates were comparatively low), 
PRF facilities also had an impact on literacy rates in beneficiary villages, however no 
such impact was detected in the North, where overall education levels were initially 
higher and sampled villages only recently requested and received schools from the PRF. 
Finally, the analysis also found a positive impact on access to roads in the North, but no 
impact in the South. The difference in impact is very likely to stem from the differential 
need of roads between the North and the South. Before the PRF intervention, only 60 
percent of the sampled villages had access to roads in the North, while the proportion 
was much higher in the South (80 percent).  
 
In contrast, no robust impact has been observed on social capital outcomes, which is 
consistent with the challenges CDD projects face in empowering communities. The 
impact evaluation did not find a robust impact of the PRF on social capital outcomes. As 
the next sections detail, this is consistent with the difficulties CDD projects are 
encountering in empowering remote communities. 
 
 
 
 
 
 

                                                 
3 In total, 3000 households in 150 villages were surveyed in Huaphan and Phongsaly provinces in the 
North, and in Savannakhet and Champassak in the South. Of the 150 villages, 75 villages were in PRF-
active treatment districts, while the remaining 75 were in control districts not implementing PRF activities. 
For more details, see the main volume of this study. 
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Box 2. Conducting impact evaluations in low capacity settings 
 
CDD projects tend to be cross-sectoral by nature, and therefore “dilute” their impact 
over several indicators. This problem has led to most evaluations of CDD projects finding 
low levels of impact (see, for instance, Rawlings et al., 2004). In addition, problems in 
finding statistically significant impacts have been exacerbated in the PRF impact 
evaluation by the quality of data collected in this study. Data collection and data entry 
of both base- and end-line surveys were of poor quality, resulting in a relatively high 
proportion of outliers and missing data. The poor quality of data collected in both 
surveys has generated significant “noise,” increased standard errors, and therefore 
lowered the likelihood of finding significant impacts. 
 
Problems encountered during the design of the evaluation, data collection, and data 
entry indicate the importance of allocating more time and resources to impact 
evaluations in low capacity settings. Limited budget, commitments made during the 
collection of the baseline survey data, and strong time constraints to ensure that the 
baseline survey would be in the field before the project started, have led to a poorly 
designed and implemented impact evaluation. 
 
In the future, high returns in quality and significant savings could be achieved by training 
a local champion in impact evaluation techniques. At the moment, few firms are able to 
perform impact evaluations in Lao PDR, and all firms need strong support. If more 
impact evaluations will be performed in the future, high returns in quality and cost 
efficiency could be achieved by training a local firm in impact evaluation techniques.  
 
If little time and resources are available, other types of cheaper evaluations may in fact 
provide better quality and more useful information. While impact evaluations are the 
state of the art technique to identify whether a project had an impact on the 
community, many policy relevant questions – especially the ones leading to 
improvements in project design – can be answered by using other evaluation 
techniques, such as the qualitative evaluation also performed for this report, that are 
cheaper and more reliably implemented in low capacity settings. 
 
 
 
Qualitative interviews confirm the main findings of the impact evaluation: 
communities that received infrastructure sub-projects reported that their everyday 
life improved due to the sub-project.4 In project districts, the PRF led to significant 
developments of road networks, water supplies, schools, and health facilities. 

                                                 
4 The qualitative study covered 18 randomly selected PRF villages in Huaphan and Saravane provinces; 
eight VDF villages in Huaphan, Saravane and Vientiane provinces; and six VIP villages in Saravane 
province. Although the qualitative analysis is on a strict basis representative for Huaphan and Saravane 
provinces only, the consistency of many findings across projects, provinces, and with other existing studies 
suggests that it provides a fair picture of the salient issues that CDD and livelihood projects face in the 
uplands. See the main volume for more details. 
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Beneficiaries, PRF staff, and government officials agree to a very large extent that the 
PRF has improved access to basic infrastructure in the participating districts. Overall, 
beneficiaries expressed strong satisfaction with the sub-projects they received. In all 
surveyed villages in Huaphan, beneficiaries expressed that their livelihoods had 
improved after the local infrastructure sub-projects were implemented, and in Saravane, 
two-thirds of the villages expressed that a positive impact occurred. These beneficiaries 
viewed the project positively to the degree that they were willing to apply for new sub-
projects in subsequent years. Water and sanitation, transportation, and education sub-
projects were the most frequently implemented PRF sub-projects. Water supply systems 
relieve women from a significant burden of time and work, permit the cultivation of 
cash crops, and lower the incidence of diarrhea; roads and bridges provide remote 
villages with better access to markets and public services; and the construction of 
schools embodies the hopes of parents that children will do better than they have 
themselves (see Box 3).  
 
 

Box 3. Perceived impact of PRF sub-projects 
 
Water & Sanitation 
“Before we had to walk very far to get water – now it is in the middle of the village. 
Children can wash themselves at any time – even at night time.” […] “Now our village is 
a healthy village.” 
 
“The village has benefited from the project, especially when it comes to the livelihood, 
because villagers will have more time for agricultural production and increase the 
household income.” 
 
Access Roads 
“Now I can go to the district during any season and sell vegetables and forest products 
[mushrooms and bamboo]. I can walk to the district from my village.” 
 
Schools 
“We want them to become teachers and nurses and come to work in the village.” 
 
“It is good to have a school where the children can learn Lao.” 
 
“We would like children to go to school, so they in the future can become government 
staff.” 
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Cost effectiveness of CDD sub-projects 
 
 
Average construction costs 
of PRF infrastructure 
demonstrate that well-
structured participatory 
approaches can cost less 
than other forms of 
project delivery, with the 
added benefits of building 
capacity and ownership. 
On average, each sub-
project funded by the PRF 
totals US $8,295, where 
the PRF contributes 83 
percent, and the remaining 
17 percent is funded by the community in cash, labor, and materials (Figure 1). On 
average, communities co-finance sub-projects by a higher amount than what is required 
by PRF regulation (10 percent). Findings from the qualitative study indicate however 
that the majority of villages perceive in-kind and labor contributions as being 
appropriate in scope.   
 
These overall construction costs are comparable, if not lower, to construction costs of 
non-CDD sub-projects (see Table 1; the cost comparison does not control for 
construction quality, but overall, PRF construction quality has been deemed 
appropriate). In-kind community contributions, community-based procurement founded 
on a detailed knowledge of local costs, and cost checks through comparisons with a 
centrally managed unit costs database help maintain construction costs below many 
other development projects.5 6 
 
 
 
 
 
 

                                                 
5 Low construction costs are a frequently observed feature of CDD projects. For instance, an independent 
evaluation of infrastructure projects in 2001 found that infrastructure projects for the Indonesia 
Kecamatan Development Project were 23 percent less expensive than comparable government projects 
(World Bank, 2003). 
6 The significantly lower construction costs of PRF roads do however stem in part from the use of simpler 
construction techniques that require more frequent maintenance. 

Figure 1. Average cost of sub-projects in the PRF
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Table 1. Unit cost comparison 
 
Construction Type Project Name Location

Access road 
  PRF Huaphan 1,714 - 2,500  $/km
  ADB Shifting Cultivation Project Huaphan 4,591-7,518  $/km  1

  CIDA Savannakhet 7,000  $/km  2

  SRNP Savannakhet 10,000  $/km  2

Pipe culvert Ø 80 mm
  PRF Huaphanh 50  $/cell
  CRWRC Xiengkhouang 112  $/cell
  SIDA Oudomxay 90  $/cell

School Construction
  PRF 65  $/m2

  ADB Girl Education Project 96  $/m2

  WB Second Education 
Development Project 62  $/m2

  ADB Second Education Quality 
Improvement Project 115  $/m2

Dam
   PRF 494 $/m  3

   ADB Community Management 
Irrigation Huaphan 1889 $/m  3

Cost

1. Excluding/including culvert.
2. Road improvement project and regravelling - compacting Laterit with top layer 25cm thickness.

Source: PRF and WB communication with project managers. 

3. PRF: Dam width 30cm, dam height 3m, retaining walls height 4.2m and 2m; ADB: Dam width 20cm, dam
height 2m, retaining walls height 3m and 2.2m.

 
 

 
The PRF experience shows that construction costs in CDD projects can remain low 
even when including the costs of operating the project, with the added benefits of 
better responding to communities needs, building communities capacity to implement 
their own sub-projects, and promoting participatory planning. In its first five cycles of 
activity, the cost of operating the PRF amounted to 25 percent of the total budget. 
Operating costs include the costs of building capacity and empowering communities to 
assess their own needs and implement local infrastructure subprojects themselves, 
which are also objectives of the project. But even by adding these overhead 
expenditures to the construction costs of local infrastructure, total costs remain close to 
construction costs of other non-CDD projects (see Table 1). 
 
A need, however, exists to ensure that local infrastructure sub-projects are 
complemented with Operation and Maintenance (O&M) plans to guarantee utilization 
and sustainability. The quality of O&M varies significantly among the different types of 
sub-projects. The O&M of gravity fed water and irrigation systems has been found to 
work well, with maintenance of gravity fed and irrigation systems executed by project 
beneficiaries. In contrast, the maintenance of roads, bridges, and schools is more 
demanding in terms of the technical capacity required and costs incurred. School sub-
projects already receive supplementary grants to buy desks and teaching/learning 
materials, but the upkeep is not guaranteed. Maintenance plans are often lacking or 
poorly designed, and, although beneficiaries are willing to maintain PRF infrastructure 
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through in-kind and labor contributions, they do not always have the necessary 
resources for proper maintenance. 
 

Cost of setting up a CDD operation 
 
CDD projects tend to have high set-up costs, but low variable costs. In the initial phase 
of a CDD project, central and regional offices have to be organized, cars bought, and 
staff trained for the capacity building activities. Accordingly, in Cycles I and II the 
operating costs of PRF corresponded to 38 percent of the total yearly budget. 
Conversely, variable costs, which approximately correspond to the operating costs in 
Cycle IV, were less than half of the initial cycles, at 18 percent of the total yearly budget. 
 
Low operating costs (again expressed as a percentage of the total budget) in CDD 
programs can only be achieved if the project has wide coverage, a long horizon, and 
disburses a significant amount of grants. A large proportion of operating costs is usually 
spent on running the national office, whose size does not vary significantly with 
coverage. Therefore, low operating costs can only be achieved if CDD projects have wide 
coverage, a long horizon (which minimizes set up costs), and disburse a significant 
amount of grants (which minimizes variable costs). Small scale, limited budget 
interventions for short periods of time are instead likely to exhibit disproportionate 
operating costs. 
 
Savings in operating costs and efficiency gains could therefore be achieved by 
grouping CDD projects with similar objectives. Even among World Bank projects, the 
PRF, the Village Development component of the SUFORD project, and the Village 
Investment for the Poor share common goals but have separate logistics, leading to 
relatively high operating costs in each project. As all three projects are active in some 
provinces - such as Saravane - coordinating actions to avoid overlaps, and pooling 
resources would be likely to lead to significant savings in operating costs, leaving more 
money available to fund village projects. 
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2. …Although challenges remain 
 
Despite the success of some CDD projects in delivering local infrastructure to local 
communities in a cost effective manner, important challenges persist that hamper 
CDD’s development objectives. The analysis identifies three significant challenges: 
harmonizing CDD approaches across projects; achieving an inclusive participatory 
planning approach, especially in remote areas with non-Lao speaking ethnic groups; and 
supporting livelihood activities. 
 

Challenge I: Harmonizing CDD approaches 
 
The current CDD panorama in Lao PDR is scattered and dysfunctional. Project location 
decisions do not necessarily depend on provinces’ and communities’ needs and 
poverty status, and there is little or no geographical, technical, and financial 
coordination across CDD projects. In choosing where to locate CDD projects, the 
government and donors rarely consider communities’ needs and poverty statuses, and 
the type of support communities are already receiving on the ground in a 
comprehensive manner. Interviews with project staff reveal that CDD projects tend to 
operate in accessible villages with communities that have better capacity to carry out 
projects; in provinces where donors had past working experience; and in provinces that 
were affected by the war. Consistently, the 25 projects with CDD components currently 
implemented in Lao PDR are mainly concentrated in the northernmost provinces, the 
provinces bordering Vietnam, and in the southern provinces (see Figure 1). Although 
there is a fair correlation between poverty incidence and CDD coverage, provinces such 
as Champassak, Xiengkhouang and Savannakhet also benefit from a high number of 
projects despite being less poor. Meanwhile, coverage is lower in some provinces with 
high proportions of non-Lao speaking ethnic groups, which, due to language barriers, 
often face strong difficulties in their dialogue with local authorities, and therefore would 
greatly benefit from CDD projects (see Chamberlain, 2007). 
 
In almost all provinces, CDD projects support education, health, livelihood activities, 
and agriculture. The education sector (infrastructure, support of formal and non-formal 
education, curriculum development, teaching materials) receives the greatest support, 
followed by the health sector (infrastructure, family planning and reproductive health 
support, health education and training, water and sanitation, mother and child care), 
agriculture (agricultural training, food crop and livestock production, irrigation), and 
livelihood activities. 
 
Each project possesses different strengths and shortcomings in their approach and 
implementation. Some donors have extensive knowledge of local conditions, and strong 
relationships with local authorities, but face a lack of project staff or financial capacity. 
Other donors have access to more funds, but have difficulties in communicating with 
local communities or coordinating with district authorities. Finally, most of the current 
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CDD projects are small in scale and scope. The largest CDD projects are currently the 
District Development Fund (DDF; see Box 4), and the Poverty Reduction Fund. 
 
 

Box 4. A major new player: the District Development Fund (DDF) 
 
The DDF, supported by UNCDF and UNDP, has been piloted in Saravane since 2005 and 
will expand in 2008 to five other Northern provinces. The DDF strategy comprises two 
components. On the one hand, block grants are allocated as annual development 
budget support to districts, calibrated to population and poverty, and linked to district 
compliance with agreed measures of performance. On the other hand, bottom-up 
planning and public expenditure management innovations are introduced, which feed 
into the annual district budget cycle. Sub-project proposals are fed up from villages, 
through koumban committees, to the district. During annual meetings, a District 
Planning Committee (DPC) makes final decisions on sub-project approvals to be included 
for financing within the district investment budget. The DPC is comprised of district 
officials and also with a two thirds quorum of village representatives (koumban heads 
and women representatives). The District Planning Team (DPT) – which comprises 
district department heads and staff, as well as sector technicians – is the key project 
implementer, responsible for training village and koumban committees, for sub-project 
preparation, and support to implementation. Financial management is handled by 
district Departments of Finance. Compared to standard CDD projects that focus on 
building capacity at the community level, the DDF puts a stronger emphasis on working 
through and building capacity of district authorities in sub-project selection, monitoring, 
and implementation. 
 
 
 
Strong similarities, however, are present across projects in the main design, and in the 
objectives to reduce poverty by improving local governance and empowering local 
communities. Out of the seven reviewed projects, all encourage community 
participation and ownership in sub-project identification, design, and implementation; 
all involve local authorities in their planning decisions; and most have dedicated staff on 
the field, and provide capacity building to communities. Village contributions such as 
labor, local material, and even cash are required in some cases as means of promoting 
ownership, and a village development committee, oftentimes consisting of the village 
head and local village facilitators, is usually formed to handle the general management 
of sub-projects (see Table 2). Apart from the Poverty Reduction Fund, however, no 
project has universal coverage in targeted districts. 
 
Significant efficiency gains and savings could therefore be achieved by increased 
coordination and harmonization of CDD approaches in terms of participatory methods, 
coverage, and implementation design. Currently, each CDD project has its own 
approach, and approaches differ even within projects financed by the same donor 
(including World Bank projects). Greater efficiency could therefore be achieved by 
harmonizing the different participatory approaches, coordinating areas of intervention, 
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and merging implementation units. A common participatory approach, with a single 
consultation process (in opposition to multiple consultations which are often carried out 
at the moment), would lead to a more coherent and efficient training of communities 
and local officials on participatory methods (in contrast, at the moment local officials 
are often left with little advice and training in how to consult communities, and 
therefore continue to lean towards top-down planning approaches); the coordination of 
targeting areas of intervention would allow covering poor communities nationwide, 
instead of only in the provinces preferred by donors; and merging implementation units 
– at least within provinces – would lead to significant savings because of reduced staff 
needs, and, equally important, would permit more time for dialogue with local officials 
and communities as each district would only have a single counterpart. 
 
Figure 2. Distribution of CDD Projects in Lao PDR 
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Table 2. Comparison of selected CDD projects 
 

PRF VDF IFAD 
UNDP 
/ SEPD 

GAA VFI 
UNCDF 
/ DDF 

Target population:        

   Ethnic group   X X X X  

   Poor X X X  X X X 

   Remote areas X  X  X   

Implementing Agency:        
 Project Implementation Unit at   
 central level 

X X  X    

   Project office in target province X X X  X X  

   Local authorities  X X    X 

Local Planning & Monitoring:          

   Local authorities X X X X X X X 

   Mass organization  X X X X X X 

 Project staff X  X X X X  

   Village Committee/Representatives X X X X X X X 

Village Selection Criteria:        

   Universal coverage X       

   Priority needs and urgency   X     

   Accessibility    X  X  

   Ethnic diversity/ethnic population    X  X  

   Submission of proposals      X   
Potential capacity in carrying out 

   implementation and self-reliance 
    X X  

   Village commitment in training      X  

   Not a recipient of other grants      X  
   Province/District consultation  X X   X X 
Capacity Building:        

   Training to villagers X X  X X X X  

   Training to local government officials X X X   X X 

Challenges:        
   Lack of local government staff  
   capacity and/or availability 

X  X X  X  

   Lack of integration of project  
   activities in government plan 

   X    

   Low capacity in poor villages X X X  X X X 

   Lack of project staff     X   

   Difficulties to access to villages X  X X X  X 

   Lack of funds or delays in transfer  X    X  

   Limited Local Private sector supply in remote areas X      X 
   Maintenance X   X   X 
   Lack of local authorities’ understanding of 
community    
   participatory approach 

X       

Source: Interviews with each donor organization and project documents if available. 
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Challenge II: Achieving an inclusive participatory planning 
approach 
 
Empowerment and participation are key factors for engendering development. 
Empowerment implies enlarging peoples’ capabilities for making informed choices and 
taking actions that can have great impact on their welfare, and is as such, a goal of 
development in itself. In addition, a growing body of evidence is also showing the 
importance of empowerment in enhancing development effectiveness (World Bank, 
2002). Empowerment, for instance, is recognized to affect good governance (and 
growth) in a two-way relationship in that good governance promotes empowerment, 
and empowerment further enhances good governance. Another key area in which 
empowerment plays a relevant role is poverty reduction: among others, when growth 
strategies are combined with pro-poor arrangements, development outcomes tend to 
improve. Finally, empowerment is important for project effectiveness and improved 
service delivery – a finding confirmed in this study. 
 
Even though there is no single model for the advancement of empowerment, 
experience from many different settings demonstrates that access to information, 
inclusion/participation of poor people, accountability of governments and the private 
sector, and a capacity of local organizations to support communities in mobilizing voices 
and resources are four key elements of empowerment. The findings of this study 
indicate that these elements also play a critical role in Lao PDR. 
 
The success of the PRF participatory approach varies between Huaphan and Saravane, 
and depends to a great extent on the existing structures and institutions. The new 
positions of PRF village representatives and koumban facilitators would ideally add the 
communities’ perspective on development needs to the existing institutions. This is 
quite an ambitious goal, and requires that district and provincial officials, who normally 
decide on the delivery of basic services, take a step back and create space for the new 
agents to participate directly. While district officials, beneficiaries, and PRF staff in 
Huaphan have, to a large extent, embraced the bottom up, participatory approach of 
the PRF, some skepticism remains among district officials and PRF staff in Saravane 
regarding the ability of communities to assess their own needs. Accordingly, district and 
province based planning is still perceived as the most efficient approach to development 
in Saravane. 
 
In some of the ethnic minority communities access to information about the PRF and 
its conditions were hindered by a lack of common language. The difficulties of 
launching the participatory process in ethnic minority communities with limited 
knowledge of the Lao language were clearly conveyed from beneficiaries, staff and 
district officials alike. As a result, it was difficult for the communities to understand the 
principles of the PRF, to defend their proposals at district decision meetings, and to 
follow the project selection process (in Saravane, few villagers interviewed could 
mention which stage their proposals had reached). The lack of proficiency in Lao was a 
constraint in particular for female koumban facilitators, who could therefore not play 

Community Driven Approaches in Lao PDR
Moving Beyond Service Delivery 



 15

their facilitation role between the district and communities. The assumption that ethnic 
minority communities understand Lao, or alternatively ought to speak Lao, was found to 
be a very unfortunate and inefficient starting point for dialogue. 
 
 

Box 5. Successes and failures of promoting participation 
 
Huaphan: a “success story” 
A koumban facilitator in Huaphan province shows understanding of the participatory 
planning process and his role: “A meeting was conducted to select three of the six 
proposals [three from the men’s group and three from the women’s group]. So the six 
proposals were reduced to three and each village made their decision in their own way. 
The three proposals selected by villagers were considered the most important for the 
needs in the village […] These three proposals from each village were then collected from 
the whole koumban and presented at the koumban meeting. At the meeting, the village 
heads, representatives from each village, and the district PRF staff were present. The 
final decision was based on the needs of each village with the consent of the 
representatives of the village.” His own role was described as follows: “Our role was to 
present what the village needs are and submit it to the district PRF…all projects were 
decided at the district meeting.”  
 
Saravane: a “long way to go” 
One village head described the selection process in this way: “I knew before the village 
meeting what project activity would be chosen and implemented in our village. It was 
already decided by the district officials what support our village would receive.” 
 
A koumban facilitator, when asked what his role was at the koumban and district 
meetings, replied: “At the koumban meeting we collected proposals from villages and I 
did not say anything and did not participate much in the discussion.” He was then asked 
“Why?” and replied: “Because I knew the decision was not taken at the koumban.” 
 
Part of the differences in success can be explained by the length of PRF support, and 
geography. At the time of the review, in Saravane the PRF had only been operational for 
one cycle, hence local PRF staff and authorities may not yet had the time to acquaint 
themselves with participatory methods. In addition, geographical differences are also 
marked between the two provinces. Although located in a mountainous province, 
district centers and villages in Huaphan are easier to access and are less isolated than in 
the districts supported by the PRF in Saravane. As a result, in Huaphan communication is 
easier and the capacity of communities, civil servants and locally recruited staff to 
implement and run the project is higher. 
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A third obstacle was the introduction of new concepts that were translated and 
understood by beneficiaries only with considerable difficulty. In Saravane, 
dissemination of the project objectives and methods was difficult to achieve. The 
meaning of concepts such as “participation”, “ranking of needs”, “sub-project menu”, 
“competition between villages” and “poverty reduction” are only now starting to be 
known. One woman explained: “I did not understand anything at the meeting. I came to 
the meeting because the village head asked that at least one from my family should 
come. I heard they asked what we need and all the time they said the word “poverty” [in 
Lao] but I did not understand anything. I agreed to do whatever.” Such quotes show the 
need to develop tailored IEC tools to better build communities’ capacity to embrace 
participatory planning.  
 
The largest observed obstacle was however the lack of understanding by district 
officials and some PRF staff of the benefits of participatory planning. In Saravane in 
particular, district officials and PRF staff largely believe that villagers are unable to 
define their most pressing needs. Some of the comments from district and PRF staff on 
the difficulties of sub-project selection included such perspectives as: “Villagers did not 
know and understand the project process and the proposed method because they have a 
low level of knowledge. They did not know how to use the different facilities and had no 
idea about what they wanted to do. So, it is better if the district takes care of them and 
thinks for them.” Another official also explained that “Villagers did not know what they 
wanted. They saw other villages receiving a project and they just wanted to receive the 
same themselves.” However, instead of increasing efforts to empower these 
communities, local officials in Saravane often found it easier to select sub-projects 
according to the district development plan, an observation also reported by koumban 
facilitators and beneficiaries. 
 
The absence of training and supervision caused the performance of the participatory 
planning approach in the VDF and the VIP to be even poorer. Both in the VDF and the 
VIP, the province and district government officials selected the villages that would 
receive assistance. Community participation was described as limited, and the 
importance of the villages being located close to the district capital was often 
emphasized by district officials (and, in the VIP, was explicitly part of the selection 
design). The district officials also explained that, although selected villages were all 
deemed poor, the funds were not intended for the poorest villages since it is important 
that villages show potential for increased production, and that villagers are able to 
reimburse the loans. In the VDF, district officials also often chose which activities the 
loan would support based on the existing expertise of the village, and sometimes even 
bought the livestock for the villagers, leading to lengthy litigations (see Box 6). 
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Box 6. Purchase of livestock by district officials 
 
In three of the five VDF villages receiving support for livestock husbandry (including fish), 
the district bought the livestock in lieu of giving households the money to buy the 
livestock themselves. In one village, the purchased goats died after a long and tiresome 
transport; in two other villages, the fish died after a storm broke the pond. No agreement 
was reached on how to solve this problem. The districts wanted the residents to pay back 
the livestock, while residents claimed that the animals were in too poor conditions, or 
that the natural disaster should relieve them from returning the credit. 
 
 
 
A strong relationship exists between villager’s ability to choose and their satisfaction. 
In most of the VDF villages that were able to select the activity of their choice, the fund 
had been revolving for two years. In these villages, households had chosen several 
investment activities (such as livestock husbandry, cash crop production, weaving, and 
paddy field extension), and perceived that living conditions had improved. In one of the 
villages, an emergency fund was created from which members, as well as non-members, 
could borrow a limited amount interest-free. The fund was also providing support to the 
maintenance of the local school.  
 
In contrast, in villages where district officials chose activities to implement, the benefits 
of the credits were described as limited. Two villages initiated basketry and blacksmith 
activities, which were perceived as having generated little income: only a minority of the 
households receiving support had reportedly been able to sell some products, and to 
repay the loan. Problems of low market prices were perceived as an important issue. 
Moreover, since basketry did not require any start-up costs (bamboo was collected in 
the forest), the loan was often initially spent on family essentials. It was explained that: 
“It was good to receive support for basketry even if it was a small amount because we 
used this fund to buy sugar, salt, and chili.” In another village, VDF members engaged in 
silk worm raising, but due to the limited availability of funds (approximately US $30 per 
household), each member had received a very limited number of silkworms that was 
not sufficient to initiate or expand serious silk production.  
 
In this context, the fact that in the PRF poor villages received sub-projects with the 
same likelihood as non-poor ones should be interpreted as an accomplishment.  Figure 
3 shows for each province and cycle the proportion of PRF grants awarded to poor 
villages, versus the proportion of poor villages in PRF districts. Poor and non poor 
villages have similar likelihoods of receiving a project. This behavior seems to be 
generalized across provinces and cycles, as little time and regional variation is observed. 
The finding is further confirmed by the qualitative study, which illustrates that high 
coverage of the project throughout the district was important to stakeholders, although 
priority was initially given to villages with road access. 
 
Higher implementation costs were often mentioned as the main reason for not selecting 
proposals from remote villages without road access. A koumban facilitator explained, 
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for instance, that “We selected five villages because they are poor and are in need of 
support. We chose the villages that were not located too far away because in the 
beginning we needed to learn how the process of the project should work. If we would 
have provided support to a remote village it would have been costly and we did not yet 
have any experience. The remaining villages in our koumban will receive a project later 
on.” Another explained that “Each koumban received a different number and amount of 
sub-projects. There are three remote koumbans, and they are the poorest. These three 
koumbans did not receive any sub-projects from the PRF because there is no road 
access.” Consistently, remote villages often receive road access as their first sub-project. 
In the extended phase of PRF, targeting of poor communities will therefore be 
strengthened and only the poorest villages will be eligible for infrastructure sub-projects 
(although all villages will be eligible for training activities). 
 
Findings from the three projects show that the goal of empowering communities 
through participatory planning is a lengthy and costly process requiring dedicated 
field-based staff working with communities as well as district officials. After 
completing three cycles of PRF activities, one-fourth of beneficiaries in Huapanh 
mentioned the participatory planning process as an advantage of the project. In contrast, 
in Saravane, a poorer province where PRF had completed only one cycle of activities, 
the participatory approach of PRF was not well understood, and communities’ 
empowerment remained weak. These differences suggest that to generate sustained 
results, comprehensive capacity building efforts at both the community and district level, 
and a long term perspective, are needed. These high costs of empowering communities 
are yet another reason to harmonize the CDD approach in Lao PDR.  
 

 
Figure 3. Distribution of sub-projects across poor villages 
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Challenge III: Supporting livelihood activities 
 
CDD projects are facing strong pressure to support livelihood activities through loans 
to individuals. All three projects have either implemented or piloted the 
implementation of village revolving funds to support household livelihood activities. The 
government’s strong interest in livelihood support is based on the well-recognized 
argument that, to eradicate poverty, communities need both better public services and 
support of income generating activities, and that a major obstacle is credit constraints.  
 
The rationale for administering loans instead of grants stems however from the 
incorrect belief that, with loans, multiple households can be helped with the same 
pool of money. In theory, if households would repay the loans, such a belief is correct. In 
practice, however, all over the world CDD projects have performed very poorly in the 
administration of loans, for two reasons: first, because they lack the technical expertise 
to perform the task in a transparent way, and second, because by giving grants for 
infrastructure on the one hand, and loans to individuals on the other hand, CDDs send 
conflicting messages to communities. Lao PDR does not seem to be an exception: a 
recent study by the Asian Development Bank on Microfinance in Lao PDR observes that 
most Revolving Funds that have been set up have closed after external supervision and 
financing ended (see Coleman and Wynne-Williams, 2006). 
 
Loans do in fact help their recipients. Credit and Savings groups from the VDF and the 
VIP saved beneficiaries considerable amounts of money. The alternative sources for 
loans in the villages were stated to be relatives, business men, or richer families in the 
village or in neighboring villages. But relatives were not always able to help, and the 
private loans were very expensive. The loans from the Credit and Savings groups, in 
contrast, were perceived as offering good conditions with reasonable interest rates in all 
villages. 
 

Box 7. Why beneficiaries appreciate loans 
 
“Now we can borrow from the village fund to buy fertilizer or when we are sick. Before, 
we purchased three bags of fertilizer from a private company for about US $150. Now 
we can buy three bags of fertilizer from the VIP fund for US $82. That is almost 50 
percent cheaper.” 
 
“Before the project came we borrowed US $20 from rich people in the village to buy the 
fertilizer. In return, they asked us to give them 20 boxes of paddy [one box of paddy is 
equal to 10 kg, and the price of 1 kg was US $0.2]. Thus, it meant we paid US $40 to 
them. Now, we can borrow US $20 from the VC to buy the fertilizer, with an interest rate 
of 1 percent. We will pay back to the VC US $20.20 after the harvest. You see how big a 
difference it is. It is certain that the VIP project is very efficient in reducing poverty in the 
community.” 
 

Community Driven Approaches in Lao PDR 
Moving Beyond Service Delivery 



 20 

Nonetheless, revolving funds do not help the poorest villages or the poorest in the 
villages. In addition, the funds are subject to elite capture and political pressure to 
keep interest rates low which makes them unsustainable in the long run. Findings 
from the review of the livelihood support of the VDF and the VIP consistently show that 
the poorest villagers and the poorest in the village do not benefit from revolving funds; 
that capture of the funds by the village elite is a serious concern; and that funds are 
rapidly depleted. The remaining part of this section reviews in details each of these 
points. 
 
VDF’s objective appears to lean more towards promoting income generation, which 
largely assists middle income families, than to reduce extreme poverty. The selection 
of villages and households appears to be primarily governed by their capacity to 
generate income and to reimburse loans. Accordingly, the proportion of participating 
households per village varied from one-third to two-thirds. In all villages, the lack of 
sufficient credit was stated to be one of the main reasons for low coverage, but the 
other major factor was the financial situation of the households. In general, the richest 
households tended to exclude themselves because of the low amounts available per 
family, while the poorest households were excluded due to the risk involved in granting 
the loan. 
 
Inability to offer collateral, remoteness, lack of information, and high penalties for 
non-compliance are among the main reasons for excluding poor households. Poor 
households cannot offer collateral, and generally, are perceived to have more 
difficulties in reimbursing the credit. Remoteness and lack of access to information 
about the rules and regulations of the fund were other reasons for non-membership. A 
fourth factor mentioned by non-members was the risk of monetary penalties for non-
compliance of repayment of the loans. 
 

Box 8. Non-members explain why they do not participate in the VDF 
 
“We know about the VDF but we are not members because we don’t know much about the 
management of money. We are afraid that we will not be able to return the money to the fund.” 
 
“In my opinion, the richest households are members while the poorest households are not. They 
[poor members] are not members because they don’t have property to put as a guarantee for 
the credit.”  
 
“We did not get involved in the VDF meetings because we have many difficulties; our family 
condition is not good. We don’t clearly understand the rules about the fund, and we are afraid 
that we will have nothing to return.”  
 
A village head also explains: “None of the poorest families are members of the fund. In terms of 
economic status of the members of the fund, there are only mid-level income families and up. 
This is in accordance with the directives of the district to make sure that the money will be 
returned on time, so that other people can borrow.” 
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Excluding the poorest households appears to have some rationale – in VIP villages 
where poor families succeeded in obtaining a loan, they often had problems in 
sustaining the investment. In some VIP villages the poorest families received a loan, but 
were forced to return the investment due to their inability to pay the installments, or 
their lack of cash to buy food for the purchased animals. In these cases, the families 
claimed the investment did not improve their livelihood. Investments were however 
fairly large, and the extent to which these poor households could afford smaller types of 
investments remains unknown. 
 
Elite capture also appears to be significant when funds are invested in large and 
expensive types of livestock, in part because approving loans to wealthier families 
lowers the risk of default. In VIP villages where large livestock were purchased, 
problems arose with the unequal distribution of loans. The extreme case was in a large 
village where eight out of eleven buffalos were granted to members of the Village 
Committee, and of the three remaining families receiving buffalos, only one was 
considered poor. When explaining how the families were chosen, Village Committee 
members explained: “We agreed with the members from the village authority who 
should get the loan. We looked at who would have been able to return the money in 
three years. We also considered those who are poor, but if they were not able to return 
the money, we did not give them funding. We were afraid that they could not pay back.” 
In another village where pigs were purchased, half of the selected households had 
members in the Village Committee. 
 
Despite the strong focus on targeting creditworthy households, the sustainability of 
Credit and Savings groups was deemed to be at risk in all VIP villages. In all villages, the 
sustainability of the Credit and Savings groups was observed by the study team to be at 
risk. All participating villages established Credit and Savings groups between 2004 and 
2006. In all villages, a decreasing number of households were reported to make deposits, 
and Village Committee members confirmed that the mobilization of households to make 
deposits and collecting installments on the loans were their most difficult tasks.  
 
Low interest rates – although certainly appreciated by beneficiaries – caused the 
borrowing demand to be much larger than the supply of funds, leading to credit-
rationing, increased nepotism, and to a higher risk of default of the Credit and Savings 
groups. Most Credit and Savings groups appeared to be trapped in a vicious cycle where 
low interest rates led the demand for loans to be much higher than the available funds, 
and, at the same time, discouraged households from contributing to the fund, making 
replenishment of the fund difficult when borrowers defaulted. Village Committee 
members also had to choose whom to give the credit, and appeared more and more to 
approve larger loans to better off households (in part, to decrease the likelihood of 
default, which would have made the fund even less sustainable). As one woman 
explains: 
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 “I put US $0.50 regularly for five months, and after that I asked to borrow US $10 when 
my child was sick. But the VC said that there was no money for borrowing. Since then I 
did not put money anymore in the fund. At the same time, I saw that other families 
borrowed up to US $150 for 6 months. I am not happy with the VC.” 
 
Credit-rationing fostered rumors of nepotism and lack of transparency, which resulted 
in even fewer households making deposits and further threatened the sustainability of 
the Credit and Savings groups. Such a pattern was also observed in the VDF and in most 
projects supporting revolving funds in Lao PDR (see Coleman and Wynne-Williams, 
2006). 
 
Applying low interest rates often reflects the dual desire of “doing good” and  allowing 
several households to benefit from the same pool of money; but in poor and remote 
settings, grants are often a more efficient solution. Loans should be administered by 
institutions that have the capacity to do so. If CDDs have to support livelihood activities, 
they should do so through grants. Grants are easier and cheaper to administer and, 
since they are given once, if administered well they are less likely to be subject to elite 
capture. Also, international experience shows that the poorest households often have 
serious problems in repaying loans, and this study appears to confirm these findings. In 
remote areas of the uplands, where financial management capacity is low and 
supervision is costly, it is therefore very likely that grants would have a greater impact 
than loans, at least on the poorest households (see also Ritchie, 2006a and 2006b). 
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3. Conclusions and recommendations 
 
The review of three of the larger CDD projects in Lao PDR shows that CDD in Lao PDR 
improves remote communities’ well-being in a cost-effective manner, but that 
challenges consistently observed across the three projects are hampering their 
development effectiveness. This section reviews each of these challenges and suggests 
ways to overcome them. 

Challenge I: Harmonizing CDD approaches 
The current scattered CDD panorama leads to high operating costs, and makes it 
difficult to intensify a dialogue with local officials on adopting participatory planning 
approaches. To gain efficiency, it would be important to: 
  

1. Coordinate CDD coverage. By coordinating coverage, more regions could benefit 
from CDD support, leading to greater poverty reduction.  

2. Consolidate implementing agencies. Although it may not be realistic to have 
one single implementing agency leading all the CDD projects, the high cost of 
managing CDD projects calls for some degree of consolidation of implementing 
agencies. It could be envisaged, for instance, that in the medium term the PRF 
and the DDF, the two largest CDD programs in Lao PDR, would be managed by a 
single implementing agency. 

3. Harmonize the design of the participatory approach. With each CDD having its 
own participatory planning approach, it is difficult to effectively train 
communities and local officials in participatory planning methods and to achieve 
further, much needed institutionalization of these approaches. 

 

Challenge II: Achieving an inclusive participatory planning 
approach 
 
Where it works, empowerment through participation has shown to improve 
communities’ well-being and the impact of development projects. Nonetheless, not all 
local officials have yet adopted and recognized the benefits of participatory planning 
approaches, and some communities still have difficulties in understanding the principles. 
It is therefore important to: 
 

1. Train both communities and local officials in participatory planning methods.  
Many CDD projects only focus on building capacity at the community level. But 
as this study has shown, building capacity of local officials is equally important, 
as they are ultimately responsible for planning. 

2. Develop Information, Education, and Communication tools for non-Lao 
speaking communities. Empowerment and participation is not possible if 
communities do not understand the principles, and are not able to sustain a 
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dialogue with local officials. As this study has shown, particular attention should 
be devoted to non-Lao speaking communities, which in the current projects tend 
to be excluded. 

3. Operate in districts long enough to achieve sustained empowerment. 
Empowerment is a long and costly process that moves community driven 
development beyond service delivery. Significant resources have to be invested 
in supervision and capacity building both at the village and district level to 
ensure sustainability. 

 

Challenge III: Supporting livelihood activities 
Supporting livelihood activities is essential for achieving sustained poverty eradication. 
Nonetheless, the way livelihood activities are currently supported, with little community 
participation, through loans, and often with little technical assistance, leads to low 
development impact. To increase the effectiveness of livelihood support it would be 
important to: 
 

1. Administer grants, not loans, through CDD programs. Currently, no CDD 
program in Lao PDR has the necessary expertise to administer loans, leading to 
poor performance of livelihood support activities that are unsustainable in the 
medium to long run and subject to strong elite capture. If there is pressure to 
support livelihood activities through CDD programs, it should be done through 
grants, not loans, backed by strong technical support. The administration of 
loans should be left to institutions that have the expertise and capacity to do so. 

2. Ensure community participation. Ensuring a participatory approach and 
adequate technical support is important in public services, but is even more 
critical in livelihood programs.  Safeguards should be created to guarantee that 
the poor have a voice and will benefit from livelihood programs. Livelihood 
programs should also be tailored to the capacity of communities and extension 
services to ensure their sustainability. 
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