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Introduction

The vast majority of international humanitarian aid is provided in-kind, in
the form of food, seeds, tools, medicines, shelter materials and household
goods. At the same time, however, there is a significant and growing body
of experience with the provision of cash or vouchers as alternatives or
complements to in-kind assistance. As experience with using cash transfers
grows, so it has become increasingly clear that cash can play a part in
assisting people after emergencies across a range of sectors. It can support
access to food, help to rebuild or protect livelihoods, help to meet people’s
need for shelter and non-food items, support refugees and facilitate return
and reintegration processes. The question is no longer whether cash is an
appropriate way to meet the needs of disaster-affected people, but how
organisations, donors and governments can use cash transfers to best effect,
in line with their missions and mandates.

Cash transfers are not a sector in their own right: cash is simply an instrument
that can be used—when appropriate —to meet particular objectivesin particular
contexts and sectors of response. Cash transfers are not a panacea; nor are
many of the fears that still attend their use in humanitarian response justified
in practice. Ultimately, listing theoretical advantages and disadvantages of
cash transfers in comparison to in-kind relief is not a helpful framework for
discussion. The appropriateness of cash transfers depends on needs, markets
and other key factors, all of which vary from context to context.

Scope of this GPR

This GPR synthesises existing cash transfer guidelines, centralises lessons
from research and evaluations and adds practical examples drawn from
cash-based interventions. One of the difficulties in writing about cash-based
responses is deciding what to include in the analysis, as cash is a possible
alternative for any form of relief provision. The focus here is on issues that are
specific to cash; whilst we acknowledge their importance, we do not cover in
detail generic issues, such as how to carry out assessments, target assistance,
monitor programmes and ensure accountability to disaster-affected people.
Suggested resources are listed in Annex 1.

This GPR covers the provision of cash and vouchers to individuals and
households in emergencies, protracted crises and recovery contexts. Separate
chapters are devoted to vouchers and Cash for Work to cover the additional
issues these forms of programming raise, but the rest of the GPR still applies
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to these interventions. The GPR does not discuss long-term social assistance
(except insofar as emergency and recovery programmes may seek to transition
into longer-term social protection approaches). Nor does it cover credit, micro-
finance or micro-insurance programming or cash grants to communities or
community-based organisations.

Target audience

This GPR is written primarily for humanitarian practitioners who plan and
implement emergency responses — both those who are already familiar
with cash-based interventions and those who are not. The GPR will also be
useful for senior managers in the field and in headquarters offices who are
involved in approving operational responses and ensuring that their staff
have the capacity and systems to implement projects using cash transfers.
Humanitarian donors, government officials involved in disaster response,
students studying humanitarian assistance and aid agency staff engaged in
policy issues will also find this GPR useful.

How to use this GPR

The GPR is structured as follows. Chapter 1 provides a basic overview of
definitions, types of cash transfer programming and actors involved. It also
explores particular sectoral issues relating to the use of cash to meet needs for
food, non-food items, shelter and nutrition and in response to displacement.
Chapter 2 examines the question of when cash is appropriate and the
assessment process needed to make evidence-based decisions about when
—and when not — to use it. Key issues discussed include needs assessment,
market analysis, security and corruption risks, gender relations and cost-
effectiveness. Chapter 3 focuses on the main issues in planning and designing
cash-based responses, including deciding how much money to give people,
choosing between different types of cash projects and combinations of cash
and in-kind assistance and the links between cash assistance and longer-
term social protection mechanisms. Chapter 4 examines implementation
issues related to targeting, registration and delivery. Chapter 5 is focused on
monitoring and evaluation. Finally, chapters 6 and 7 look at the additional
issues raised by vouchers and Cash for Work projects.




Chapter 1
The basics of cash transfer programming

This chapter provides basic information on cash transfer programming. It
introduces key definitions and concepts, considers the emergency sectors
in which cash is commonly used and provides a summary of the main actors
involved. The chapter serves as a useful introduction for people new to cash
transfer programming, and a refresher for those already familiar with it.

1.1 Types of cash and voucher approaches

Cash-based responses have a long history, despite their frequent portrayal as
new and innovative. Clara Barton, one of the founding figures of the American
Red Cross, helped to organise cash relief following the Franco-Prussian War
of 187071, and in response to the Galveston floods in Texas in 1900. In late-
nineteenth century India, famine responses included what we would today call
Cash for Work programmes." In 1948, the British colonial administration in Sudan
distributed cash to famine-affected people. Millions were employed in Cash for
Work projects in the early 1970s in India. Large-scale Cash for Work programmes
were implemented in Botswana in the 1980s. Although not an exhaustive list,
this serves to make the point that providing people with cash in emergencies has
a long pedigree, and should not be seen as especially new or exceptional.

Cash-based interventions transfer resources to people in two main ways — by
providing them directly with cash or by giving them vouchers. The decision
to use cash or vouchers is based on the context and the objectives of the
intervention. Giving people money is more flexible because they can use it
anytime and anywhere, depending on their access to goods and services.
Cash and vouchers can be provided with or without conditions. Whether to
attach conditions (including a work component) depends on the objectives
of the project. Table 1 shows the main types of cash-based interventions
agencies typically undertake.

1.2 Cash transfer actors
A wide variety of actors fund or implement cash-based interventions, including

governments, international aid agencies (UN, Red Cross and NGOs) and
national civil society organisations. National and international NGOs played

1). Dreze and A. Sen, The Political Economy of Hunger: Volume 2 Famine Prevention (Oxford:
Clarendon Press, 1990).
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Table 1: Types of cash and voucher approaches in emergencies

Unconditional cash
transfers

People are given money as a direct grant with no conditions or work
requirements. There is no requirement to repay any money, and people
are entitled to use the money however they wish.

Conditional cash
transfers

The agency puts conditions on how the cash is spent, for instance
stipulating that it must be used to pay for the reconstruction of the family

home. Alternatively, cash might be given after recipients have met a
condition, such as enrolling children in school or having them vaccinated.
This type of conditionality is rare in humanitarian settings.

Vouchers A voucher is a paper, token or electronic card that can be exchanged for

a set quantity or value of goods, denominated either as a cash value (e.g.
$15) or as predetermined commodities or services (e.g. 5kg of maize;
milling of 5kg of maize). Vouchers are redeemable with preselected
vendors or at ‘voucher fairs’ set up by the implementing agency.

Cash for Work Payment (in cash or vouchers) is provided as a wage for work, usually in

public or community programmes.

a pioneering role in implementing cash and voucher-based responses and
developing guidelines, including Horn Relief, Oxfam, Action Contre La Faim
(ACF), Save the Children and Catholic Relief Services (CRS). Many more have
undertaken cash transfer projects, as well as commissioning research and
evaluations. NGOs have also formed a Cash Learning Partnership (CaLP), which
promotes knowledge-sharing, learning and capacity-building.> The Red Cross
has developed guidelines and supported responses in numerous countries.

UN agencies are expanding their use of cash- and voucher-based approaches.
The World Food Programme (WFP) has a unit in headquarters to provide
oversight, technical guidance and corporate capacity-building in this area,
and has also produced a guidance manual.? Cash and voucher approaches
are also increasingly being included in WFP’s country-level appeals. In 2010,
WFP targeted 4.2 million beneficiaries with 35 programmes valued at $140m.
The UN High Commissioner for Refugees (UNHCR) has used cash widely in
interventions to help refugees and returnees. UNICEF has used cash transfers
in emergency recovery programmes in Indonesia and Sri Lanka, and supports
voucher fairs for relief items in the Democratic Republic of Congo.* The Food
2 CaLP’s members are Oxfam GB, Save the Children UK, the British Red Cross, the
Norwegian Refugee Council and Action Against Hunger USA.

3 WFP, Cash and Vouchers Manual. First Edition (Rome: WFP, 2009).

4 S. Jaspars and P. Harvey (with C. Hudspeth and L. Rumble), A Review of UNICEF’s Role

in Cash Transfers to Emergency-Affected Populations, EMOPS Working Paper, 2007; S.
Bailey, Independent Evaluation of Concern Worldwide’s Emergency Response in North Kivu,
Democratic Republic of Congo: Using Vouchers and Fairs in Response to Displacement
(London: ODI, 2009).
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and Agriculture Organisation (FAO) has used vouchers and fairs to enable
people to access agricultural inputs and technical services.

National governments in disaster-affected countries have implemented
large-scale cash projects. Examples include the Pakistan government, which
provided cash transfers to some 270,000 households following an earthquake
in 2005. As of 2011, the government had distributed preliminary tranches of
$233 to 1.3m households in response to severe flooding in 2010. Following the
2008 earthquake in Sichuan, the Chinese government gave $44 a month to
8.8m survivors. Similar distributions were arranged following an earthquake
in Yushu in north-western China in 2010. The US government distributed more
than $7 billion in response to hurricanes Rita and Katrina.

Many cash programmes by aid agencies have been small-scale in comparison to
in-kind assistance (particularly food aid). Although aid agencies are beginning
to move beyond closely monitored and controlled ‘pilot’ projects using cash
transfers, large-scale programmes remain rare. While experience with larger-scale
cash projects in contexts such as Haiti and Pakistan is beginning to emerge, there
is a need for better documentation of the lessons from implementing large-scale
cash-based responses, including by national governments, and for a better
understanding of what is involved in bringing cash programming to a comparable
scale as in-kind assistance. Cash programming by UNHCR in Afghanistan, Burundi
and other settings shows that large-scale programmes are feasible.

Donors are also increasingly interested in funding cash-based responses.
The UK’s Department for International Development (DFID) has supported
cash-based interventions, and a review of DFID responses to natural disasters
suggests that DFID’s partners should explain ‘why they are not using
cash, rather than the converse’.’> The Swiss Agency for Development and
Cooperation (SDC) has played a leading role in developing cash-based
responses, including spending more than $30m on cash transfer projects
in Europe and the former Soviet Union. The United States Office of Foreign
Disaster Assistance (OFDA) funds projects using cash grants, Cash for Work
and vouchers. The European Commission’s Humanitarian Aid Office (ECHO)
explicitly includes cash transfers in its humanitarian food assistance policy,
and ECHO funding guidelines on the use of cash and vouchers in humanitarian
crises were issued in 2009.6 ECHO also supports capacity development within
aid agencies, including providing funding for CaLP.

5 Humanitarian Emergency Response Review, A Report for DFID, 28 March 2011.

6 EU, Communication from the Commission to the Council and European Parliament and
Commission Staff Working Document on Humanitarian Assistance, 2010; DG ECHO, The Use
of Cash and Vouchers in Humanitarian Crises. DG ECHO Funding Guidelines, 2009.
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1.3 Cash transfers and sectoral responses

Cash and vouchers have most often been considered as alternatives to food
aid, though other types of interventions — livelihoods, shelter, non-food items,
seeds and tools, livestock — can also be supported with cash. Cash could also
be seen as a way of supporting access to services such as health, education
and veterinary care, and can play a role in return and reintegration processes.
This section explores how cash-based interventions have been utilised
across different sectors of humanitarian response. Because humanitarian
structures such as the cluster coordination system encourage responses that
are delineated into sectors, it is important to keep in mind that the flexibility
of cash and vouchers makes them natural tools for responses that meet a
variety of needs and thus span multiple sectors. The issues that this raises for
coordination are discussed in section 2.6.

Cash transfers are most commonly used to address food insecurity and
nutrition in emergencies, often as an alternative to food aid. While it is difficult
to attribute nutritional impact, one of the arguments sometimes put forward
for food aid as against cash transfers is that food aid is likely to have a greater
nutritional impact, and so is more appropriate if a project has explicitly
nutritional objectives. This might be possible, for instance, if food aid is
fortified to address particular vitamin or mineral deficiencies. However, cash
interventions can impact on all the underlying causes of malnutrition: food
insecurity, the health environment and the social and care environment. Cash
transfers can most effectively address the root causes of malnutrition when
those causes relate to a change in access to food and/or income.

e ™\

Box 1: Fresh food voucher project in refugee camps in Dadaab, Kenya

In 2007 ACF began a food security project in the Dadaab refugee camps in
Kenya. Under the project carers were given vouchers to enable them to buy
fresh vegetables and fruit, milk and eggs in the local market. Dietary diversity
within the targeted households improved, and households reported increased
consumption of eggs, milk, vegetables and fruit. The project also enabled food
vendors to expand their businesses and increase their profits.

Source: S. Dunn, External Evaluation: Fresh Food Voucher Project by Action Against
Hunger, Dadaab Refugee Camps, Kenya, 2009.
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Evidence suggests that transfers of cash or vouchers cannot substitute for the
specialised food supplements that are needed to address severe and moderate
acute malnutrition. However, when combined with micronutrient supplements and
disease prevention cash transfers can contribute towards protecting children’s
nutritional status.” Several evaluations have also found cash to be more effective
than food aid in increasing dietary diversity. Providing people with cash may also
have a positive influence on caring practices. In Ethiopia, for example, Save the
Children found that mothers in households that had received cash transfers fed
their children more frequently and gave them a wider variety of grains and pulses
and increased amounts of livestock products, oil and vegetables.

Where interventions have specific nutritional objectives, assessments should
consider whether cash on its own will be sufficient to meet these objectives,
or whether combinations of food and cash or complementary nutrition-
specific programming is needed. A review of evidence from Indonesia calls
for combinations of cash and food, as cash on its own may not supply all of
the required micronutrients.® Further work is needed on how best to combine
and sequence cash and food transfers and nutrition programming to meet
nutritional objectives.

The complex ways in which people make a living mean that cash may be
particularly appropriate to help support, protect and rebuild livelihoods.’
Jaspars and Maxwell identify three types of livelihood programming, all of
which are applicable to cash transfer activities:

¢ Livelihoods provisioning: meeting basic needs (e.g. milling vouchers, cash
or vouchers for food, non-food items (NFI) and other basic needs).

e Livelihoods protection: reducing vulnerability by diversifying livelihood
opportunities and protecting assets.

e Livelihoods promotion: improving livelihood strategies, access and
supporting policies, institutions and processes.™

Cash transfers may have more meaningful impacts on livelihoods than simply
protecting immediate consumption because the greater flexibility cash provides

7 Save the Children UK, How Cash Transfers Can Improve the Nutrition of the Poorest
Children (London: SCUK, 2009); Jaspars et al., A Review of UNICEF’s Role in Cash Transfers.
8 See E. Skoufias, S. Tiwari and H. Zaman, Can We Rely on Cash Transfers to Protect Dietary
Diversity During Food Crises? Estimates from Indonesia (Washington DC: World Bank, 2011).
9 F. Ellis, Rural Livelihoods and Diversity in Developing Countries (Oxford: Oxford University
Press, 2000).

10 S. Jaspars and D. Maxwell, Food Security and Livelihoods Programming in Conflict: A
Review, HPN Network Paper 65 (London: ODI, 2009).
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means that it can be used for productive investments. There is some evidence
of this, but it depends crucially on the amount of cash that is given, when it
is given and the wider constraints people face. Where cash is being provided
as emergency relief, most is likely to be spent on immediate consumption.
However, where the situation is less acute, or where the amounts of
cash provided are more generous, cash can help to stimulate productive
investment. A review of Oxfam’s Cash for Work project in Turkana, Kenya,
found that larger sums were more likely to be spent on productive assets,
such as livestock or setting up small shops.™ Cash grants should not be seen
as all that is needed to enable people to re-establish successful livelihoods,
but they are one potential tool in a wider process of assistance.

Cash grants are frequently used to repay debts. This is sometimes seen
as problematic on the ground that it is not supporting consumption or
investment. In some contexts, people have expressed a preference for
food over cash as a resource transfer as they fear that if cash was given
debt repayments will be demanded. For example, in Mongolia beneficiaries
received considerable attention from traders to whom debts were owed; in

Box 2: Supporting food security and livelihoods: Save the
Children’s cash for livestock restocking programme in Kenya

In 2005, Isiolo, Kenya, suffered a severe drought that led to livestock deaths and
acute malnutrition in children. Save the Children responded in 2006, providing
750 households with a one-off cash transfer of $435. The cash was initially
intended to support de-stocking, but the objective was revised when delays in
funding meant that de-stocking was no longer an appropriate intervention. The
cash was subsequently distributed with the objective of assisting families to
restock animals of their choice, to invest in other productive uses and to meet
other immediate needs. The evaluation found that beneficiaries were satisfied
with the cash transfers because of the choice they allowed in selecting animals
and freedom to invest in other livelihood activities and meet other pressing
needs without resorting to selling animals. Most of the cash (85%) was spent on
animals, with the rest going on items such as shelter, investing in business/petty
trade, debt repayments, veterinary care, healthcare, education and food.

Source: M. O’Donnell, Project Evaluation: Cash-Based Emergency Livelihood Recovery
Programme, May to November 2006, Isiolo District, Kenya, SC Canada, 2007.

11 ). Frize, Review of Cash for Work Component of the Drought Recovery Programme in
Turkana and Wajir Districts (September 2001-June 2002), 2002.
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some cases, creditors accompanied them to the bank. Using cash to repay
debts can, however, be seen in positive terms, as enabling credit markets
to start functioning again. In many crises, informal credit systems are an
important part of how people attempt to cope (and there is a need for
greater understanding of credit systems and their role in livelihoods). Debts
spiralling out of control can be an important indicator of vulnerability, and
for an individual family making a start in paying off debts in order to regain
creditworthiness can be vital in protecting livelihoods. Agencies need to
consider indebtedness in analysing the appropriateness of cash and in
setting the value of transfers.

Shelter responses after disasters tend to focus on providing temporary
shelter in camps, and then assisting in the rebuilding of permanent housing.
Predominantly, this support is given in the form of in-kind aid: governments
or aid agencies supply temporary shelters for people in camps, provide
building materials for permanent homes or rebuild houses themselves,
usually through local contractors. In the light of some of the problems
commonly associated with the in-kind provision of shelter — poor-quality
tents, for example, and badly designed or inappropriate housing — giving
people cash to help them obtain temporary shelter or rebuild their homes
can be a viable alternative. Cash grants can also be a complement to in-kind
temporary shelter provision.

The standard response of international aid agencies to displacement has
been to provide temporary shelter in camps. It has long been known, however,
that many people prefer to take refuge with friends, relatives or neighbours.
These people are often overlooked in the provision of assistance because
they are less visible than camp-based populations, or because it is assumed
that they are less in need of assistance. Hosting also places a significant
economic burden on families in terms of space and household expenses.
Where markets are functioning, helping host families by giving them cash is
an obvious option.

Concerns have been raised that providing cash to host families undermines the
traditional community obligation to help extended families and neighbours in
times of disaster. It is also possible, of course, that the reverse is true: that
supporting hosting arrangements allows community solidarity to continue
by easing the burden of hosting. As far as is known, host families have not
objected to receiving cash help; in Sri Lanka, the Swiss aid agency Helvetas

12 T. Corsellis and A. Vitale, Transitional Settlement: Displaced Populations (Cambridge:
University of Cambridge Shelter-Project and Oxfam, 2005).
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found that cash payments did not clash with cultural norms, nor did they
undermine people’s sense of duty to support needy relatives.”

Cash-based responses might also be appropriate to help people build
temporary shelters or rebuild damaged ones. In Pakistan, CRS provided cash
grants of $35 as a complement to in-kind shelter materials as part of its
response to the 2005 earthquake. Although no conditions were attached to
the cash, the vast majority of the grant was spent on shelter, and households
complemented the cash with considerable investment of their own.™

Box 3: Cash-based responses to shelter needs after the tsunami

Several governments and agencies developed cash programmes in the
tsunami response. In Sri Lanka, for example, the government provided a cash
grant to fund a self-build programme. The grant was fixed at $2,500 for a new
house, and $1,000 for repairs to a damaged house. For full rebuilding, grants
were released in four instalments over six months, as the foundations, walls,
roof and finally the windows were completed; for damaged homes, the money
was released in two instalments of $500, again over six months. Technical
help was provided in the reconstruction or repair of over 7,000 homes.

In Aceh, UN-Habitat provided cash support for permanent housing in
collaboration with the Indonesian government, amounting to $4,468 per
house. Funds were transferred in four instalments, with each subsequent
payment contingent on satisfactory completion of the previous tranche’s
work. Households were responsible for selecting contractors, and market
assessments were carried out to help beneficiaries decide between competing
bids. Also in Aceh, the British Red Cross (BRC) developed a project that
enabled beneficiaries to choose between self-built and contractor-built
housing. Despite offering what was at the time thought to be a generous cash
grant, no households opted to do the building work themselves. In the end,
BRC withdrew the option to self-build in the belief that engaging contractors
promised better-quality results, beneficiaries were probably not best placed to
manage the construction project and excluding beneficiaries from the actual
building work did not necessarily imply their exclusion from the reconstruction
process as a whole.

13 Helvetas, Cash for Host Families: Project Summary Sheet, 2006.
14 A. Causton and G. Saunders, ‘Response to Shelter Needs in Post-Earthquake Pakistan: A
Self-Help Approach’, Humanitarian Exchange, no. 32, 2006.
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In permanent shelter responses, cash grants (combined with technical support)
have been used as an alternative to the in-kind provision of shelter materials
and agency or contractor building of houses. Evaluations of cash-based
approaches to the provision of permanent shelter have been largely positive,
particularly as cash may avoid the well-documented pitfalls of contractor-
driven reconstruction, including construction of culturally or environmentally
inappropriate housing, inflexibility, poor workmanship and corruption.

Non-food items (NFIs) distributed as part of a humanitarian response
typically include pots, plastic sheeting, utensils, soap and jerry cans. Since
NFls are often stockpiled as part of contingency planning and emergency
preparedness, there is a particularly strong tendency to provide these goods
in kind without considering the possible appropriateness of cash. One
exception is in the DRC, where vouchers and fairs have become a common
response to NFl needs. Instead of receiving NFI kits beneficiaries receive
the equivalent cash value; one study in 2007 showed that only a very small
proportion (8%) was spent on goods found in NFI kits; most went on items
such as clothing, mattresses and bicycle parts.*

Cash transfer programmes can increase access to basic services. In many
developing countries, fees are charged for health care and education. Even
where user fees are not levied, people may have to purchase school books,
uniforms, medicines and transport, and may face informal or corrupt ‘charges’.
A consistent finding from evaluations of emergency cash transfer programmes is
that some cash is spent on accessing services. In Zambia, an Oxfam programme
was found to protect school attendance in a year when the poorest would
otherwise have had to withdraw children from school. Transfers were also crucial
in enabling some households to obtain health care.” In Ethiopia, cash transfers
enabled more timely access to health care because recipients did not have to
sell grain before attending clinics."” In a Concern project in DRC, recipients had
the option of using some of their vouchers to pay school fees (one in five did
s0). Although objectives to increase access to basic services tend to be more
common in projects related to social protection and development, they can be

15 S. Bailey and S. Walsh, ‘The Use of Cash Transfers in Emergency and Post-Emergency
Non-Food Item Programs’, Journal of Humanitarian Assistance, May 2007, http://jha.ac.

16 P. Harvey and N. Marongwe, Independent Evaluation of Oxfam GB Zambia’s Emergency
Cash-Transfer Programme, Overseas Development Institute Report for Oxfam (London: ODI,
2006).

17 S. Devereux et al., Making Cash Count: Lessons from Cash Transfer Schemes in East and
Southern Africa for Supporting the Most Vulnerable Children and Households, HelpAge
International, Save the Children UK and the Institute for Development Studies, 2005.
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appropriate in emergency responses. In Haiti following the 2010 earthquake,
Mercy Corps used vouchers to increase access to water.

Cash has been a longstanding feature of many programmes for internally
displaced people (IDPs) and refugees in a wide variety of contexts, from
Iragi refugees in surrounding countries to IDPs in Northern Uganda. Cash
transfers have also been used in urban displacement contexts; UNHCR’s
urban refugee policy, for instance, specifically says that cash transfers
should be considered. An evaluation of UNHCR’s experience in Syria, Jordon
and Lebanon in 2009 showed clearly that cash is popular amongst refugees,
who consider it to be a dignified and flexible form of assistance. In Jordan
and Syria, UNHCR established an agreement with two commercial banks
enabling eligible refugees to withdraw their cash from ATM machines at the
time and place of their choosing.”™ Cash has also been used in response to
displacement in urban settings, including Port au Prince, Nairobi and New
Orleans.

Cash interventions can also be used to support return processes. In Sudan,
a complex and time-consuming logistical operation was put in place in order
to facilitate the return of displaced people to Southern Sudan from Khartoum
following the Comprehensive Peace Agreement (CPA) in 2005. Providing
money for transport, which people could themselves organise, would have
been more efficient and would have enabled people to choose arrangements
that suited their needs. A large number returned without the support of the
government or aid agencies anyway."

Cash transfers can do much to help returning refugees and IDPs who need
to purchase assets, secure housing and continue or restart their livelihoods.
Some of the largest cash transfer programmes have been implemented by
UNHCR in support of return and reintegration, including three million returnees
in Afghanistan and 370,000 returnees in Cambodia.”® In Afghanistan, a cash
grant of $100 per person (as of 2007) has been an important component of
UNHCR’s Voluntary Repatriation Programme since 199o. Initially the grant was
meant to cover transport costs only, but since 2002 returnees have been free
to spend the money how they choose.

18 UNHCR, Concept Paper: Lessons Learned Workshop on Cash Grants in UNHCR
Repatriation Operations, 2008.

19 S. Pantuliano et al., The Long Road Home: Opportunities and Obstacles to the
Reintegration of IDPs and Refugees Returning to Southern Sudan (London: ODI, 2008).
20 UNHCR, Concept Paper: Lessons Learned Workshop on Cash Grants in UNHCR
Repatriation Operations.
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Box 4: Cash transfers as part of a reintegration package in Burundi

Beginning in July 2007, UNHCR’s assistance package for returnees from
Tanzania to Burundi has included a cash component. Each returnee is given
50,000 Burundian francs ($41); the average family of five receives $205. The
cash grant was introduced as a supplement, not a substitute, for the existing
return package, which consisted of a range of food and non-food items, seeds
and tools, as well as the provision of transport.

UNHCR’s experience in Burundi suggests that cash should be seen as an
integral part of a broader support package to facilitate return and reintegration,
not as an exceptional measure intrinsically different in nature to the rest of

the assistance package. In Burundi, cash worked best when it was combined
with other forms of assistance. A further critical factor in the success of the
cash grant was that it formed part of a much broader strategy to address
reintegration needs, including an extensive and much-appreciated shelter
programme, strategic engagement on land issues, support for the development
of government capacity to coordinate reintegration activities and the
engagement of a broad range of partners in developing an integrated response.

Source: K. Haver, F. Hatungimana and V. Tennant, Money Matters: An Evaluation of the
Use of Cash Grants in UNHCR’s Voluntary Repatriation Programme in Burundi, Policy
Development and Evaluation Service (PDES), UNHCR, 2009.
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Chapter 2
When is cash appropriate?

Cash transfers should routinely be considered in all types of emergencies —
sudden-onset, slow-onset, protracted, natural disaster, complex emergency, rural
and urban (and all possible combinations of these). While some environments
are clearly more conducive than others, there is no prima facie reason why
cash cannot be used wherever there is an emergency response. Experience
in very uncongenial environments such as Afghanistan, Somalia and the DRC
shows that cash or vouchers are a possible response even where states have
collapsed, conflict is ongoing and banking systems are weak or non-existent.

This does not, however, imply that cash will be appropriate at all times, and in
all places. The type and stage of an emergency is clearly important in making
judgements about the appropriateness or otherwise of cash. Cash or vouchers will
only be appropriate in situations where food or the other items that people need
are available in local markets, or can be supplied relatively quickly through market
mechanisms. In some situations, such as the early stages of a quick-onset disaster,
there may be an absolute shortage of food or other items at local or national
levels, or markets may be disrupted. In these circumstances cash or vouchers will
not be appropriate, and thus far experience with cash transfers in the immediate
aftermath of natural disasters is limited. Yet even during quick-onset emergencies
markets may still be functioning, and it may be possible to deliver cash.

In theory, cash-based responses should be more rapid than in-kind assistance
because there is no need to purchase and transport goods. In practice, however,
they often seem to take longer to establish. Aid agencies have sometimes struggled
to provide timely cash payments because the arrangements and systems for
delivering cash to people have been set up only after an emergency has occurred. It
would clearly be preferable to explore different options for cash delivery as part of
disaster preparedness and contingency planning. It might be possible to establish
delivery arrangements with potential providers prior to a disaster.

Two broad sets of information are needed in order to determine the appropriate-
ness of cash or vouchers compared to alternative responses. The first relates to
people’s livelihoods and how local economies and markets work. This includes
whether the goods and services that people need are available locally, and
whether markets are able to respond to an increased demand for commodities.
Market information is critical to determine the most appropriate type of
humanitarian response; it should always be part of standard assessments and
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Table 2: Emergency typology and the applicability of cash and

vouchers
Quick-onset ‘ Slow-onset ‘ Chronic/long-running

War/complex Concerns around security will be particularly important and banking systems

emergency will be less likely to exist. There may still be innovative ways to deliver cash
such as remittance networks. In some conflicts, cash may be safer because
it can be delivered more discreetly.

Markets may be If there is a slow In long-running conflicts,
disrupted, making descent into conflict, markets often
cash difficult or there may be re-establish themselves
inappropriate. opportunities for cash | during periods or in
and vouchers as part of | places of relative security,
preparedness measures, | when cash may be
and to establish robust | appropriate.
and discreet transfer
mechanisms.

Natural disaster | Cash may be difficult Slow-onset disasters Many natural disasters
in early stages due to may provide are recurrent. Cash or
displacement, opportunities to plan voucher interventions
disrupted markets and | cash or voucher could be pre-planned as
damage to infrastructure, | interventions and to part of preparedness
but may become simpler | link them with long- measures, and linked
as markets recover. term social assistance | with mitigation and social

programmes. protection.

Recovery Cash may be useful in assisting people to recover from disasters as it can
support basic needs, access to services, recovery of markets and investment
in critical livelihood assets (for instance through lump-sum grants).

Source: Adapted from P. Harvey, Cash-Based Responses in Emergencies, HPG Report 24 (London:

0DlI, 2007).

not seen as information that is specific to cash and voucher programming. The
second set of questions relates to whether a cash or voucher response can be
practically implemented. This includes questions about delivery mechanisms,
security, agency capacity, beneficiary preferences, host government policies and
the gender-specific risks associated with different transfer modalities. Two basic
questions need to be asked:

¢ Will people be able to buy what they need, at reasonable prices?
e (an cash be delivered and spent safely?

Table 3 provides a checklist of the key issues and questions that need to be

considered in determining the possible appropriateness of cash. Questions
about needs and markets should be captured in initial assessments; ideally
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these should also include information on delivery options and security. When
cash is being provided for specific sectoral objectives, such as to support
access to shelter or promote nutrition, then there may be additional sector-
specific assessment questions.

Table 3: Cash assessment checklist

Issue Key questions Methods
Needs What was the impact of the Standard household economy, food
assessments shock on people’s livelihoods? security and livelihoods assessment
What strategies are people approaches
using to cope with food or Participatory approaches
income insecurity? Interviews, surveys
What are people likely to spend
cash on?
Do emergency-affected
populations have a preference
for cash or in-kind approaches?
Markets How have markets been affected Interviews and focus group

by a shock (disruption to

transport routes, death of traders)?
Are the key basic items that people
need available in sufficient
quantities and at reasonable prices?
Are markets competitive and
integrated?

How quickly will local traders be
able to respond to additional
demand?

What are the risks that cash will
cause inflation in prices of key
products?

How do debt and credit markets
function, and what is the likely
impact of a cash injection?

What are the wider effects of a
cash project likely to be on the
local economy, compared to in-kind
alternatives?

Will government policies affect the
availability of food or other
commodities?

What are the regional market
dynamics that might affect local
and national markets — how will
imports or exports affect traders,
markets and availability?

discussions with traders

Price monitoring in key markets
compared to normal seasonal price
trends

Interviews and focus group
discussions with money lenders,
debtors and creditors

Assess the volume of cash being
provided by the project compared
to the overall size of the local
economy and other inflows, such as
remittances

Ensure that remote areas are
covered in analysing how markets
work

Market analysis tools such as
commodity chain analysis, trader
survey checklists

National and local statistics on food
availability

Agricultural calendars for
seasonality

Government subsidies and policies

(continued)
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Table 3 (continued)

Issue

Key questions

Methods

Security and
delivery options

What are the options for delivering
cash to people?

Are banking systems or informal
financial transfer mechanisms
functioning?

What are the relative risks of cash
benefits being taxed or seized by
elites or warring parties compared
to in-kind alternatives?

Mapping of financial transfer
mechanisms

Interviews with banks, post offices,
remittance companies

Interviews with potential beneficiaries
about local perceptions of security
and ways of transporting, storing
and spending money safely
Analysis of the risks of moving or
distributing cash

Political economy analysis

Corruption

What are the risks of diversion of
cash by local elites and project staff?
How do these compare to in-kind
approaches?

What accountability safeguards are
available to minimise these risks?

Assessment of existing levels of
corruption and diversion

Mapping of key risks in the
implementation of cash transfers
Analysis of existing systems for
financial management, transparency
and accountability

Gender and power
relations within the
household and
community

How will cash be used within the
household (do men and women
have different priorities)?

Should cash be distributed
specifically to women?

How is control over resources
managed within households?
What impact will cash distributions
have on existing social and political
divisions within communities?
Are there risks of exclusion of
particular groups (based on gender,
ethnicity, politics, religion, age or
disability)?

Separate interviews with men and
women

Ensure that different social, ethnic,
political and wealth groups are
included in interviews

Political economy analysis

Cost-effectiveness

What are the likely costs of a cash
or voucher programme, and how
do these costs compare to in-kind
alternatives?

Costs of purchase, transport and
storage of in-kind items compared
with costs of cash projects

Coordination and
political feasibility

What other forms of assistance are
being provided or planned?

Will cash programmes complement
or conflict with these?

How would cash transfers fit with
government policies and will
permission to implement cash

Mapping of other responses through
coordination mechanisms
Discussions with government officials
at local, regional and national levels

transfers be given?

(continued)
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Table 3 (continued)

Issue

Key questions Methods

What other cash transfers are being
planned by other agencies — how
will these affect markets when
combined?

Is any local purchase being planned
by other agencies — how will the
combination of cash transfers and
local purchase affect markets?

Skills and capacity | Does the agency have the skills and | Analysis of staff capacity for

capacity to implement a cash implementation, monitoring and
transfer project? financial management

Timeliness How quickly can cash and in-kind Analysis of organisational capacities,
alternatives be delivered? logistics and preparedness for

different instruments

2.1 Needs assessment and response analysis

Cash transfers are often not considered because assessments remain
resource-driven. Aid agencies have a tendency to define need in terms of the
goods and services that they can offer, which people are found to lack. This
approach militates against cash responses: a lack of food is directly translated
into a need for food aid, and a lack of shelter into a need for the provision of
shelter materials. Existing mechanisms for response are reproduced, making
any sort of innovation, including the use of cash and vouchers, difficult.
However, manuals and tools are increasingly recognising the need to consider
a range of response options, including cash transfers.

The information needed to decide whether cash is an appropriate instrument
should be included in standard assessments. The basic issues covered in
emergency needs assessments — such as numbers of people affected, how
livelihoods and markets have been affected, coping strategies being used
and capacities of government and civil society — are no different when cash is
being considered as a response. Generic good practice and existing standards
on assessments are still relevant.”* More detailed information may however
be required in some areas, such as markets and inflation risks; these issues
are covered in Section 2.2.

21 Sphere Project, Humanitarian Charter and Minimum Standards in Disaster Response
(Rugby: Practical Action, 2004); WFP, Emergency Food Security Assessment Handbook
(Rome: WFP, 2009); J. Seaman, P. Clarke, T. Boudreau and J. Holt, The Household Economy
Approach: A Resource Manual for Practitioners, Save the Children, 2000.
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Assessments provide the basic information to plan a response, but on
their own do not indicate the ‘best’ humanitarian intervention.?” Response
analysis is a crucial but commonly neglected step between assessing
needs and planning an emergency response. Response analysis involves
analysing the likely impact of alternative responses, such as in-kind aid,
cash and vouchers, and deciding on the type of intervention to be pursued
in a given context.”> WFP, for example, goes through a ‘programme response
identification’ process to identify appropriate responses to needs and the
most relevant transfer modalities (cash, vouchers and/or food).?* This
considers issues such as host government and donor policies, the willingness
of retailers to use vouchers, organisational capacity, cost-efficiency and risk
analysis.

When undertaking analysis of response options, it is important to remember
the emergency context, and the fact that assessments will often be
rapid, insecurity may be an issue, capacity and resources are likely to
be constrained and the amount of information available is often limited.
Information even from strong assessments can quickly become out of date
and there is a need for ongoing monitoring or regular assessments to check
whether initial findings about the appropriateness of different response
options remain valid. Decisions about what to do will have to be made in a
context of limited and imperfect information. Rapid livelihoods assessments
carried out by Save the Children in Chad, and following the Indian Ocean
tsunami in 2004 and the Pakistan earthquake in 2005, demonstrate that
it is possible to produce quick assessments which suggest a range of
possible interventions.?” Above all, it is important that agencies understand
that response analysis comes before — and should inform — the choice of
programme intervention. Agencies should not decide first to do cash, and
then do a response analysis to justify their choice.

People’s preferences should also be part of the assessment process.
However, preference is not always an easy issue to determine in advance of

22 D. Maxwell and N. Majib, The Role of Food Security and Nutrition Response Analysis in
the Emergency Programme Cycle, Document for FSN Forum Discussion 62 ‘Improving the
Quality and Impact of Food Security Programming in Emergencies: The Role of Food Security
and Nutrition Response Analysis’, 2010.

23 C. Barrett, R. Bell, E. Lentz and D. Maxwell, Market Information and Food Security
Response Analysis, 2009; N. Marsland and S. Mohamed, The Food Security and Nutrition
Response Analysis Framework: A Technical Guide, unpublished draft, 2010.

24 WFP, Cash and Vouchers Manual.

25 S. LeJeune, Rapid Household Economy Assessment Farchana Refugee Camp, Eastern

Chad, SC, 2004; M. O’Donnell, Project Evaluation: Cash-Based Emergency Livelihood Recovery
Programme, May to November 2006, Isiolo District, Kenya, SC Canada, 2007; Save the Children,
Rapid Livelihoods Assessment in Coastal Ampara & Batticaloa Districts, Sri Lanka, SC, 2005.
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an intervention. People may say that they will accept whatever the agency
gives them; they may want to give the ‘right’ answer in interviews or focus
group discussions, anticipating the type of assistance that the agency
appears to be offering. They may be more concerned with the overall value
of assistance than the type of assistance being offered. It is important
to explore in interviews and focus group discussions the reasons behind

Box 5: Rapid assessments

Mercy Corps in Pakistan

In mid-2009, Mercy Corps launched a USAID/OFDA-funded cash transfer
programme to address the immediate recovery needs of 120,000 people
displaced by military operations against militant groups in the north-west

of Pakistan. Mercy Corps selected cash as the tool for providing emergency
assistance after conducting a rapid assessment of the IDP population and

the market systems of the two districts where the majority of IDPs had taken
refuge. The assessment indicated that markets were functioning normally
and that sufficient goods were available in those markets to meet the needs
of the displaced. Consequently, it was decided that there was no need to
bring in food or non-food items (NFIs) from outside the local area, as the cash
distribution would allow IDP and host families to purchase what they needed.

According to the final programme report, a critical part of the assessment involved
establishing links with community leaders in areas of significant concentrations
of IDPs. Through the assistance of local community leaders, community officials
and community groups, Mercy Corps was able to determine how many IDPs

were sheltering in the area and where or with whom they were living. From those
estimates, Mercy Corps could then design a registration and distribution plan.

Oxfam in Indonesia

Oxfam conducted a three-day assessment one week after the earthquake in
west Sumatra, Indonesia, in September 2009. This found that shelter was the
main concern of affected households, and that time normally used for farming or
other income-earning activities was being used to meet survival needs. However,
the main sources of livelihoods and trade were not significantly affected by

the earthquake. The assessment concluded that cash grants would be an
appropriate response to help people meet shelter and other priority needs.

Sources: Mercy Corps, Immediate Recovery for Displaced Populations in Hosting
Communities, USAID, 2009; L. Palmaera, Community Recovery Cash Grant: Responding
to the Shelter, Food Security and Livelihood Needs to Enable Early Recovery of
Earthquake Affected People in Sumatra, Indonesia, Oxfam, 2010.
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preferences for different types of assistance and how concerns about
different types of assistance can be addressed in the project design. Men
and women should be asked separately about their preferences, and the
reasons behind any gender differences explored.

An important aspect of good assessments is ensuring that the required
skills are present in the assessment team. Current guidelines dealing
with cash and voucher assessments contain very little on capacity needs
in this regard. However, the Red Cross cash transfer guidelines26 suggest
the following as the ideal composition (in terms of competencies) of an
assessment team:

e Knowledge of the affected population (and the ability to discuss options
with both men and women).

e Emergency food security and livelihoods assessment skills.

* Market analysis skills.

e Programme design and management skills.

¢ Finance/administration knowledge.

e An understanding of cash programming.

2.2 Market analysis

Analysing markets is a critical part of determining the most appropriate
humanitarian intervention. For cash transfers to be appropriate people must
be able to buy what they need in local markets without causing harmful
inflation. Analysis should also examine whether there are other actions that
can be taken to support markets’ capacity to respond to the demand created
by cash interventions. The need to understand markets is not specific to cash
transfers; information on markets should always inform programme design,
even if the end result is an in-kind distribution of commodities.

Practitioners are sometimes concerned that they lack the skills and time to
adequately analyse market issues. Although there is a role for specialist skills
in this area, a number of agencies have developed tools for market analysis
to assist general programme staff. A challenge for agencies is knowing
when to carry out a comprehensive market analysis (using specialised
staff such as agricultural economists), and when it makes more sense to
take a lighter approach, using staff with general livelihoods knowledge.?”

26 International Red Cross and Red Crescent Movement, Guidelines for Cash Transfer
Programming, 2007.

27 DG ECHO, Evaluation and Review of the Use of Cash and Vouchers in Humanitarian Crises:
Part 2: Review Report, European Commission, 2009.
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Bringing in additional expertise may be advisable if large-scale projects are
being considered, or if cash transfers are a new intervention in the area.
More rapid market analysis is needed for the early stages of sudden-onset
emergencies.

Several tools are available to help practitioners analyse markets. Two such
tools are discussed here: the Emergency Market Mapping and Analysis
(EMMA) toolkit and the Market Information and Food Security Response
Analysis (MIFIRA) framework. While intended to be ‘light touch’, such tools
can still take up several weeks and might require a specialist or consultant to
lead the process. Practitioners can also refer to the Red Cross cash guidelines,
which provide straightforward advice on getting information on the following
important questions:

e |s the market functioning?

® Are basic items available?

e Are there government policies that restrict the movement of goods?

¢ |s the market competitive?

e Are markets integrated?

e Will traders respond to an increase in purchasing power, and how quickly?
e |s there a risk of inflation in the prices of key commodities?

Box 6: Save the Children in Myanmar: choosing cash or in-kind
assistance according to market access

Save the Children in Myanmar (SCiM)’s Emergency Cash Transfer Program
following Cyclone Nargis in 2008 provided cash or in-kind transfers depending
on the extent to which households in seven project areas could access local
markets. Levels of market accessibility were identified through assessments
carried out by field offices in each project area. Where markets were
accessible, cash grants were provided directly to households. Where markets
were not easily accessible, SCiM procured livelihoods assets on behalf of
beneficiary households, who decided what should be purchased with their
budget of 50,000 kyats. In addition to market accessibility, SCiM’s assessment
and analysis process considered potential risks of each response, such as the
potential for conflict between beneficiaries and non-beneficiaries caused by
cash and facilitated procurement, and the security risks associated with either
approach.®

28 S. Mark, Evaluation of Save the Children in Myanmar’s (SCiM) Emergency Cash Transfer
Program, SCiM, 2009.
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2.2.1 EMMA
The EMMA toolkit was developed to enable the assessment of market
systems following disasters (see www.emma-toolkit.info). EMMA asks three
analytical questions:

e How well did this market system work before the emergency? (Baseline
Situation).

e How has this market system been affected by the crisis? (Impact).

e How well is this market system likely to react or respond to proposed
humanitarian actions, or future impacts of the crisis? (Forecast).

These questions feed into a decision tree to inform the selection of cash or
in-kind approaches.

/F igure 1 \
The EMMA toolkit
No ( Did market system work )
well before emergency
\_ situation? (Baseline) )

Yes or not sure *
4

Favour in-kind
distributions
to target

population

Would market system
respond well to necessary
demand if it was created
now? (Emergency)

Yes Favour cash-

» based assistance

to target

population

-

No or not sure

Favour indirect
actions to
strengthen the
market system

Could market system’s
constraints be resolved or
overcome in good time?

Not sure l

Recommend more detailed
market system analysis

and in the meantime

Qource: M. Albu, Emergency Market Mapping and Analysis, Practical Action, 2010.

/
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Box 7: EMMA in Haiti and Pakistan

EMMA in Haiti

Following the January 2010 earthquake in Haiti, inter-agency EMMA
assessments were carried out of the markets for beans, rice, construction
labour and iron sheeting. The primary impact of the earthquake on the bean
market was found to be a decline in consumer income, which translated
into a sudden decrease in the demand for beans. The main recommendation
was to stimulate demand through cash or voucher projects. The assessment
also recommended port repairs, public works projects to repair damaged
infrastructure and increased security in key markets.

The rice market assessment found that rice imports had for the most part
stopped, and that rice importers had no clear information about the quantity
of rice that would be distributed by aid agencies. Small wholesalers had

been particularly badly affected, with 80% losing their storage facilities. The
assessment recommended ensuring greater transparency and communication
between market actors and humanitarian agencies and monitoring the recovery
of smaller actors in the market chain.

The market chain analysis for corrugated iron sheeting found that the market
was disrupted and that purchasing power had been reduced. The assessment
recommended a combination of vouchers for vulnerable households, in-kind
distributions and cash grants to retailers. The assessment also recommended
that aid agencies should avoid bypassing domestic importers, wholesalers and
retailers.

EMMA in Pakistan

Several agencies carried out an EMMA in Sindh province in Pakistan following
floods in 2010. The assessment looked at the availability and cost of local
bamboo and timber for reconstruction, concluding that, while prices had risen
by 10%—15%, materials would be available for the coming three to four months.
After that time, however, the assessment predicted shortages, delays and price
increases, and recommended that the government and aid agencies should
investigate procurement abroad for the medium and long term.

Sources: IRC et al., The Market System for Construction Labour in Port Au Prince, Haiti,
The Market System for Beans in Haiti, The Market System for Corrugated Galvanised Iron
(CGI) Sheet in Haiti and The Market System for Rice in Haiti, Emergency Market Mapping
and Analysis (EMMA) Report, 2010; R. Bauer, Emergency Market and Mapping Analysis,
Pakistan Floods Response, 7-28 September 2010, European Commission Humanitarian
Aid and EMMA, 2010.
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The EMMA toolkit has been used in several recent disasters, including in
Myanmar, Haiti and Pakistan. EMMA analysis is based on critical markets
and focuses only on one market commodity or service at a time (e.g. markets
for rice or corrugated iron sheets). The toolkit consists of a gap analysis,
market analysis and response analysis. A main tool in EMMA is a map of the
market system being assessed. The maps and other data make comparisons
between the baseline and emergency situation. As they give a brief visual
representation of the impact of a shock on a market system, the maps are a
key communication tool for busy decision-makers. An example of an EMMA
market map following cyclones in Haiti in 2008 is given in Figure 2 (left).

The Market Information and Food Security Response Analysis (MIFIRA)
framework® has been developed to guide decisions between in-kind food aid
(potentially sourced in different places) and cash transfers (or equivalents,
such as vouchers). The tool builds on Barrett and Maxwell’s decision tree*°
to guide response analysis in food security crises. The MIFIRA response
framework addresses two fundamental questions:

e Are local food markets functioning well?
e If not, is there sufficient food available in nearby markets to fill the gap
(i.e. through local procurement)?

MIFIRA addresses the importance of regional markets and integration between

markets at macro, meso and micro levels. It is currently limited to assessing
markets for food.

Table 4: Comparing cash and in-kind food transfers

Core question Subsidiary questions

1. Are local markets | ® Are food-insecure households well connected to local markets?

functioning well? e How will local demand respond to transfers?

e How much additional food will traders supply at or near current costs?

® Do local food traders behave competitively?

* Do food-insecure households have a preference for the form/mix of aid
they receive?

2. Is sufficient food | ® Where are viable prospective source markets?

available nearby to | e Will agency purchases drive up food prices excessively in source markets?

fill the gap? e Will local or regional purchases affect producer prices differently than

transoceanic shipments?

29 C. Barrett et al., Market Information and Food Security Response Analysis.
30 C. Barrett and D. Maxwell, Food Aid after Fifty Years (London: Routledge, 2005).
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The first core question, whether local markets are functioning well, determines
whether cash or voucher transfers are appropriate. Subsidiary questions are
reviewed in more detail below.

e 1a: Are food-insecure households well connected to local markets?
Physical access to markets is a prerequisite for a successful cash transfer;
this question can easily be integrated into household-level data and
surveys.

e 1b: How will local demand respond to transfers? Estimating the potential
increase in demand is also relatively easy provided data from multiple
sources can be synthesised. A key tool that non-specialists can integrate
into their surveys is the Marginal Propensity to Consume (MPC) — in
effect how much of a given cash transfer people will spend on food. This
can be quite simply measured using participatory techniques such as
proportional piling. The MPC is critical in determining the different levels
of demand generated by vouchers as opposed to cash. If vouchers are
used it is assumed that 100% of the transfer will translate into demand
for food, but with a cash transfer some portion may be spent on other
household essentials, resulting in lower demand. The MPC will vary
between areas and seasons — urban areas will for example often have a
lower MPC than rural areas.

e 1c: How much additional food will traders supply at or near current costs?
This sub-question is probably the most complex as well as perhaps the
most important. It may require the help of market specialists. If traders
cannot respond to the increased market demand resulting from cash
transfers with additional supply at little or no extra cost per unit sold, then
distributing cash is likely to result in inflation and thereby hurt non-recipient
households. Getting a good sense of the local market’s capacity to expand
throughput volumes is therefore essential. The simplest approach involves
asking traders how much additional food they could supply at short notice
(i.e. one week) using their current access to cash, credit, storage and
transport. Traders’ access to credit and frequency of re-supply can also give
an indication of the capacity to respond to increased demand.

e 1d: Do local traders behave competitively? Markets with a greater number
and variety of traders are less likely to be collusive. The number of new
entrants to the market can also give a good indication of competition. Like
question 1c this may require the support of market specialists.

e 1e: Do food-insecure households have a preference regarding the form of
aid they receive? It is feasible for non-specialists to integrate questions
on household preference into surveys. It is important to recognise that
preferences may change quickly in the face of food price inflation. It is also
crucial to disaggregate this question by gender.
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A key issue in analysing the capacity of markets to respond to a cash transfer
is assessing the risk of inflation in the price of the goods that people are
likely to buy. If a cash response results in a rise in prices, the cash transfer
could potentially do more harm than good by increasing the vulnerability
and food insecurity of people not participating in the programme by making
key goods more expensive.3 However, it is often difficult to predict what will
happen to prices, particularly in major disasters. It is also important to assess
the existing inflation rate. Even if a cash transfer does not cause inflation, in
contexts with high existing inflation rates (such as hyper-inflation Zimbabwe
or during the food price crisis), cash transfers may be difficult to implement
because the amount of cash needed to access a given level of resources
needs to be frequently adjusted.

Analysis of inflation risks should examine price trends over recent years
for likely purchases, seasonal price trends and price trends in previous
comparable emergency scenarios (what happened in a previous drought or
earthquake, for instance). This information can be obtained from agencies
and services that monitor prices, including FAO and FEWSNET. The analysis
should also look at the size of the cash transfer in comparison to regular cash
flows within the local economy and income within households as one way to
gauge the potential for inflation. What percentage of a village or district is
being targeted and what proportion of annual or monthly income will a cash
grant represent? If cash transfers are selected as an appropriate option, more
detailed analysis of inflation risks may be needed to determine the transfer
size and frequency.

Because it is difficult to predict whether or not inflation will occur, inflation
risks need to be monitored throughout the course of a project. To assess
whether any rise in prices is directly linked to a particular project, rather than
part of a general market trend, agencies should ideally also monitor prices in
markets where cash projects are not being implemented. Seasonal variations
in prices also need to be taken into account. This is dealt with in more detail
in Chapter 5 on ‘Monitoring and Evaluation’.

The likelihood of inflation caused by a cash transfer project is connected to
the impact of the disaster, the competitiveness, integration and resilience of
local markets and the capacity of local traders to respond to the increased
business that the cash injection is likely to stimulate. The structure and
competitiveness of local markets depend on the number, size and distribution

31 K. Basu, ‘Relief Programs: When It May Be Better To Give Food Instead of Cash’, World
Development, vol. 24, no. 1, 1996.
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of suppliers, and the extent of their differentiation. Markets with a large
number of suppliers compared to potential buyers tend to be competitive.>
Integration is a measure of the degree to which market systems in different
geographical areas are connected to each other. When markets are integrated,
goods will flow more easily from surplus areas to deficit areas. The level of
market integration can be assessed by looking at price patterns over time for
similar commodities or services in different locations.

Generally, evaluations have found that, if given adequate warning, traders
respond quickly, and market mechanisms are often surprisingly effective and
robust, even in remote areas and areas affected by conflict. An evaluation of
a project providing cash grants to herders in Mongolia found that, despite
poor infrastructure, huge distances and high transport costs, the local
economy was able to supply people with the products they wanted to buy.>3
A real-time evaluation of UNHCR’s shelter grant programme in northern Sri
Lanka observed that, ‘while some degree of price inflation was discernible
for the most sought-after items, this was not widespread or significant, and

Box 8: Assessing inflation risk in Uganda

Action Against Hunger implemented a cash transfer project in Lira District,
Northern Uganda, in 2009. The project provided two grants totalling $225 to
1,500 households to support livelihoods recovery for returnees. The scale of the
transfers, the structure and integration of markets and local availability were
used to predict the magnitude of inflation effects. Household grants represented
between 25% and 40% of the annual income of farmers’ groups, and up to 87%
for the poorest landless group. The high value of the grant compared to the
regular income of households and high coverage at village level were indications
of potential market-crowding effects. The project produced temporary inflation
at the local level. There was ‘flash’ inflation of livestock prices lasting two weeks,
up to 10% to 30% higher than expected seasonal prices in local markets. Local
livestock markets were not well integrated into larger markets and suppliers
were not able to respond promptly to the significantly increased demand.

Source: P. Creti, The Impact of Cash Transfers on Local Markets: A Case Study of
Unstructured Markets in Northern Uganda, CaLP, 2010.

32 P. Creti, The Impact of Cash Transfers on Local Markets, CaLP Cash Learning Partnership, 2010.
33 M. Dietz et al., Joint SDC-IFRC External Review of In-Kind and Cash Distribution Projects
in 2003 in Zavkhan Aimag, Mongolia, Swiss Agency for Development and Cooperation and
IFRC, 2005.
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returnees generally reported being able to find the items they needed in local

markets’.3*

Markets in crises can also be weak, and there is a need for caution
in assuming that they will respond and be competitive. Market-based
responses may be particularly problematic where there are government
restrictions on movements of food between regions, or where conflict
makes trading more difficult. In areas where markets have been particularly
weakened, there may be a need to consider other interventions to strengthen
markets as a complement to cash transfers (this is discussed in Chapter 3.4
on ‘Complementary programming’). The 2007-2008 food price crisis and
renewed high food prices in 2010 and 2011 have created particular difficulties
for cash programming as rising prices have eroded the purchasing power of
fixed cash grants. If the amount of cash being given can be adjusted to take
inflation into account cash may still be appropriate, but this can be difficult
when agencies have fixed budgets.

2.3 Security and corruption risks

Cash is sometimes seen as more difficult to deliver than in-kind assistance
because it is more attractive and therefore more likely to create security risks.
A key question to ask at the assessment phase is, therefore, whether cash can
be delivered and spent safely. This should entail an assessment of the delivery
options available for getting cash to people, and how security risks can be
minimised. For a discussion of the various delivery mechanisms available,
see Chapter 4.3.

Giving people assets may in some cases expose them to violence or theft,
though this cannot be assumed. Cash may well be easier for a robber to
carry away than a sack of food and may be more attractive for that reason.
By the same token, cash is easier for a recipient to hide. Agency staff may
be put at risk if they are delivering cash directly to beneficiaries. In this case
risks can be minimised by choosing an indirect method of delivery, such as
electronic transfers through bank accounts or mobile phones. Agencies can
choose to outsource the risk away from their staff by contracting a specialised
agency that deals specifically in transferring cash. The simple rule for risk
management here, as elsewhere, is to discuss the risks openly with the
people concerned, and to do so in advance. Most people are aware of the

34 ). Crisp, A. Graf and V. Tennant, Banking on Solutions: A Real-Time Evaluation of UNHCR’s
Shelter Grant Programme for Returning Displaced People in Northern Sri Lanka, UNHCR, 2010.
35 R. Sabates Wheeler and S. Devereux, ‘Cash Transfers and High Food Prices: Explaining
Outcomes on Ethiopia’s Productive Safety Net Programme’, Food Policy, 35 (4).
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risks that they run when they carry cash or if they buy expensive items. Few
would prefer not to earn money in order to avoid those risks, and it is not for
an agency to take that decision for them.

There are obvious concerns about giving people cash in situations of conflict
and predatory political economies. Even if cash can be safely delivered to
recipients, there are legitimate fears about what happens to it afterwards,
and whether its arrival could make a conflict worse. However, evidence from
cash and voucher projects suggests that ways can be found to deliver and
distribute cash safely and securely even in conflict environments.?® In some
contexts, as was the case with the Danish Refugee Council in Chechnya,
security concerns that might affect in-kind distributions may be significantly
lower for cash because transfers can be delivered directly to recipients by
secure financial systems such as banks, ATMs, postal and mobile banking or
through private companies — as opposed to more bulky and visible in-kind
distributions.>”

In Afghanistan and Somalia, agencies have used local remittance companies
to deliver money to people in remote and insecure areas. In Ethiopia, Save
the Children took out insurance cover against the risk of loss in transporting
cash to projects in areas where there were no banks.3® In Zambia, Oxfam
sub-contracted delivery in remote rural areas to Standard Bank, which
used security company vehicles to deliver the cash, accompanied by local
policemen. In Haiti, Save the Children issued prepaid cards instead of handing
out money.>® Sensible precautions with direct distributions include varying
the payment days and locations, minimising the number of people who know
when cash is being withdrawn and transported, using different routes to reach
distribution points and using different vehicles.*® A difficult balance must be
found between the need for openness (so that recipients and others involved
in the distribution can make the necessary preparations) and discretion about
the time and location of distributions.

All projects bringing resources to communities are vulnerable to corruption,
and cash is no exception. By the same token, however, there is no evidence
that cash projects are inherently more prone to corruption and diversion than
other types of assistance; in UNHCR’s Shelter Grant programme in Sri Lanka,

36 P. Harvey, Cash and Vouchers in Emergencies: An HPG Discussion Paper (London: ODI,
2005); Bailey et al., Cash Transfers in Emergencies.

37 Danish Refugee Council, Study of the ECHO Cash Transfer Pilot Project, 2008.

38 C. Knox-Peebles, Impact Assessment of Save the Children’s Cash for Relief Project in
Legambo and Meket (Wollo), Ethiopia, SC, 2001.

39 CalP, CalP Learning Conference Report, 2010.

40 Creti and Jaspars, Cash Transfer Programming in Emergencies.
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for instance, there was no indication of fraud, corruption or diversion. Indeed,
some aspects of cash programming may make it less vulnerable to corruption
than in-kind assistance. Many corruption risks faced by in-kind transfers occur
during procurement, storage and transport, none of which applies to cash
transfers.*! It is possible that the lack of evidence of corruption associated
with cash projects is the result of the close monitoring systems that cash
transfer projects have often put in place. Many cash programmes are small-
scale in comparison to their in-kind counterparts, and the real test will come
when programming is scaled up and projects are managed less intensively.

In common with in-kind transfers, many of the corruption risks associated with
cash transfer projects arise at the registration and targeting stage. Targeting
creates incentives for local committees and powerful elites to manipulate
beneficiary lists through cronyism or by demanding bribes, and ‘ghost’ or
duplicate names may be included on registration lists. As with in-kind assistance,
there is also a risk of diversion during distributions. In one project in Aceh, for
example, a large number of recipients were found to be passing a proportion of
the grant they received to district heads and village representatives.**

As with insecurity, there are various ways of minimising the risks of corruption.
Some of them are technical, such as designing vouchers and beneficiary ID
cards in such a way that they are hard to copy, for instance by adding a unique
stamp just prior to the voucher distribution (see Chapter 6 on ‘Vouchers’).
In large-scale projects, technologies like fingerprinting and iris scans have
been used in registration and distribution systems to prevent recipients from
going round again. Sound monitoring systems and transparency will also be
important. Where feasible, monitoring should be as independent as possible,
either by using different organisations or having different teams within the
same organisation handle implementation and monitoring. There may also be
scope to work with local civil society groups.

2.4 Gender issues, power relations and vulnerable groups

One of the concerns raised about cash transfer projects has been their
potential to negatively influence gender relations within recipient households.
At the heart of these concerns are assumptions that: a) women are less likely
to be able to control the use of cash within the household compared to certain
types of in-kind assistance (especially food); b) that men may use cash for

41 P. Ewins et al., Mapping the Risks of Corruption in Humanitarian Action, A Report for

Transparency International and the U4 Anti-Corruption Resource Centre by the Overseas
Development Institute (London: ODI, 2006).

42 H. Herrman, Cash for Host Families Project, Aceh: Final Report July 2005, SDC, 2006.
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anti-social expenditures — notably alcohol and cigarettes; and c) that intra-
household conflict between husbands and wives could increase.

All humanitarian projects have the potential to influence gender relations, and
evaluations of cash projects have not tended to find negative gender impacts.
Indeed, some have noted positive benefits in increasing women’s influence in
household decision-making over finances. As there has been little in-depth
research specifically about gender, it is difficult to draw any firm conclusions
across contexts — other than the importance of understanding local gender
dynamics when making programming decisions.*® Ultimately, the danger that
men will use force to control the use of cash may or may not be greater than
the risk of violence that women face from husbands seeking to take food aid
or other assets to sell for their own purposes. The women themselves are
the ones who can advise on the scale and size of this risk, suggest ways to
manage it and judge whether the risk is worth taking. Most women in crisis
situations are actively seeking to earn money, despite knowing the risks that
having money may bring, and both accept and learn to manage this risk.

Box 9: Findings on household decision-making from a WFP
project in Sri Lanka

Decision-making on how to use cash or food transfers within the household

may affect the way assistance is utilised. A commonly held perception is that
women have more decision power over food, while men have more over cash. A
pilot project in Sri Lanka provided cash transfers to some households and food
rations to others. In male-headed households that received food, 54% of couples
indicated that they made decisions on how to use the food ration jointly. In cash-
receiving households, just over 60% of couples said that decisions on how to
spend the cash transfers were taken jointly. Although a limited sample, these
results challenge the assumption that women lose decision-making power when
cash is distributed rather than food. Households where women have high control
spent more on cereals and meat, and less on alcohol and dairy products.

Source: S. Sandstrom and L. Tchatchua, ‘Do Cash Transfers Improve Food Security in
Emergencies? Evidence from Sri Lanka’, in S. Omamo et al. (eds), Revolution: From Food
Aid to Food Assistance (Rome: WFP, 2010).

43 R. Slater and M. Mphale, Cash Transfers, Gender and Generational Relations: Evidence
from a Pilot Project in Lesotho, Report Commissioned by World Vision International (London:
0DI, 2008); Concern Worldwide and Oxfam GB, Walking the Talk: Cash Transfers and Gender
Dynamics, 2011.
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Many projects register women as cash recipients and bank-account holders as
a deliberate strategy to ‘empower’ them. However, it cannot be assumed that
simply targeting women does indeed lead to their empowerment or promote
gender equality. Providing money to women is not in and of itself empowering,
nor is it always a good thing for gender relations; in the absence of analysis
on how money is controll