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Terminology
The key terminology used in this report follows the terminology generally used by ODI and most

agencies implementing cash transfer projects.

Term Use of theterm in thisreport

Basic services Services which are the minimum necessary for human existence and development
(water, health care, education)

Cash transfer The provision of cash with or without conditions to a person or household in need

Conditiona cash
transfer

Cost-efficiency
comparison
Fact Sheet

Food aid

Humanitarian aid
In-kind
Safety Net, socia

transfer

Unconditional
cash transfer

Voucher

Voucher Fair

Watsan

of goods or services in order to enable beneficiaries to purchase these goods or
services in the market place.

The term generally relates to the provision of a cash grant to beneficiaries, where
the beneficiaries are required to fulfil a specific obligation or activity.

A measure which provides a ratio of the resources required for a particular
activity/objective compared to the costs associated with alternative approaches

Guidance notes for DG ECHO partners which set out the main parameters and
conditions for different aspects of DG ECHO-funded operations

Traditionally this term has been interpreted as food commodities donated as food
aid by governments of countries with surplus production to export. Broader
interpretations are starting to emerge within the aid community—which include
any kind of assistance which addresses household food insecurity.

Assistance whose sole intention is to prevent or relief human suffering

The provision of goods and/or services to a person or household deemed to be in
need of these items/services

Provision of assistance to households who would otherwise be unable to cope

(Use by other donors and organisations) this term refers to grants paid to
beneficiaries without the beneficiary having to do anything specific in return (see
also above, “conditional cash grants”).

(Use by DG-ECHO) The term “unconditional cash transfers’ refers to the use of
grants (only) as described by the management note of August 2007. In conformity
with its lega parameters DG ECHO has not issued any unconditional cash
transfers prior to this management note. As such, al references to unconditional
cash grants are in the context of its possible use by DG ECHO in the future only.

The provision of a voucher to a person or household which can be exchanged for
the goods through a fair or through the market.

The organization of an opportunity whereby people who are in need of
humanitarian assistance are helped to access it through a fair. Traders with the
needed items are invited to supply these in exchange for the vouchers which they
submit to the donor for reimbursement after the fair.

Water and sanitation programmes
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1. Executive Summary

BACKGROUND

1

~w

This report is the second of two reports commissioned by DG ECHO to support the development of a
coherent policy regarding the use of cash and vouchers in humanitarian crises. The first report
evaluated DG ECHO's partners use of cash and vouchers. This second report reviews cash and
voucher initiatives funded by other donors, as well as meta-analyses and academic research.

The purpose of this report is to build on the conclusions and emerging recommendations drawn up in
the evauation report. It has looked at systems and procedures, tools and methods, staff capacity and
training, and organizational learning. For key issues identified in the evaluation report as warranting
further attention, this report has endeavoured to identify examples of what might be termed “best
practice’, to highlight relevance for DG ECHO, and to provide recommendations towards the
development of DG ECHO' s policy and practices on the use cash and voucher initiatives.

Areas where best practice has yet to be defined are flagged as useful areas for future research.

The recently revised interpretation of legal parameters for DG ECHO cash and voucher initiatives has
opened up the potential for provision of unconditional cash transfers to address the needs of additional
target groups. This review, therefore, aso includes discussions which have not, as yet, been a focus
within DG ECHO but which may become important in the future.

KEY FINDINGS

Trendsin cash and voucher programming

5.

The evauation noted a steady increase in the use of cash and voucher projects within DG ECHO

funded programmes since 2000 as well as a relatively limited scale and scope, and high variation

within DG ECHO’s global portfolio of programmes. This review has found similar trends from other

donors: cash and vouchers generally remain a very small component of overal humanitarian

assistance, and thereis also a considerable geographical variation in use of these approaches.

A number of factors suggest that cash and vouchers might become more important in the future:

= sustained advocacy for food aid reform may encourage implementing agencies to accommodate
cash and vouchers within revised food aid strategies;

= anumber of factors may reduce the availability of grain on the world market;

» the promotion of cash-based socia protection schemes has opened up the potential to use cash and
vouchers to address humanitarian disasters at alarger scale.

Factors likely to limit the expansion of cash and vouchers include a number of issues:

= partner capacity: asignificant increase in requests for funding seems unlikely at the current time—
while agencies develop internal capacity, policies, procedures and guidelines;

= continued concern about inflation and cash transfer risks;

» funding may aso remain alimiting factor;

= humanitarian donors as a rule do not engage directly with state actors, who typically operate social
protection schemes.

Increased demands for cash-based assistance to address acute food insecurity, and the calls for food aid
reform, may have implications for funding decisions within DG ECHO'’ s food aid department.

In view of the current trends, DG ECHO is recommended to consider the possibility of allocating
increased resources towards cash and voucher initiativesin the future.

Palicy approaches

8.

Consultation with various organizations' head-quarters has revealed considerable similarities in policy
approaches towards cash and voucher initiatives. These concur on key advantages of cash and
vouchers—strengthening LRRD, Disaster Risk Reduction (DRR) and disaster preparedness. In
addition, it is recognized that these approaches promote choice and dignity for beneficiaries often at
reduced cost. Some agencies have published advocacy statements to address bias towards in-kind
assistance, particularly in the food aid sector.

A number of organisations have adopted a “cash-first” principle—meaning that the default option
should be cash—and that only where cash is inappropriate should other solutions be found.

viii




10.

No donors or implementing organisations were found to have a stand-alone policy on cash and
vouchers, and most view cash/vouchers as two tools in the humanitarian response toolbox—to be used
as and when appropriate. The general consensus is that the risks and opportunities for cash, vouchers
and in-kind assistance are different, hence the importance that is placed on context-specific analysis to
determine the most appropriate tool. In some cases standard operating procedures are being revised to
incorporate the nuances of cash and voucher programmes within humanitarian response systems in
general.

It is recommended that DG ECHO develops and integrates its approach to cash, vouchers and in-kind
assistance within an overall humanitarian resource transfer policy.

In the immediate term, DG ECHO is recommended to develop a position paper and guidance note on
cash-based assistance since this represents a departure from DG ECHO' s standard approach in the past.
These documents should reflect best practice regarding appropriate use of cash and voucher assistance.

Cash and Voucher Programming best practice

Context monitoring to guide broad strategic planning

11.

12.

13.

In order to make context-specific resource transfer choices, the decision-makers need to be aware of
situations where cash and vouchers might be appropriate. This reguires some knowledge of the broader
picture (and how it evolves), in order to prioritize sectors for intervention, areas in need, and the most
appropriate approach to address needs. This in turn requires organisations and donors to develop
environmental scanning capacity.

Links with early warning systems and other specidists are necessary to monitor the operational
humanitarian context. These systems may be able to identify areas where cash may be appropriate, and
where further studies may be required.

A similar scanning and analysis on regular basis will be useful for DG ECHO in guiding the balance of
responses within the Global Plan for countries and the overall funding strategy.

Needs Assessment

14.

15.

16.

Needs assessments should distinguish between demand-side failure and supply-side failure in order to
reliably determine appropriate response since cash transfers are appropriate mainly for demand shocks
and less appropriate where the market is weak.

Household economy information is needed to determine an appropriate value for the cash/voucher
transfer, the right time for a cash response, and to identify livelihoods activities that households used to
do, and will want to return to, through the recovery process. Pre-disaster information on assets and
livelihoods activitiesis also useful for targeting.

A number of agencies have developed strong methodologies for emergency livelihoods assessments,
and are currently developing guidelines for use within the wider aid community. Additional funding for
expert agencies may help develop assessment capacity among more of DG ECHO' s partners.

Response Analysis (including market assessment)

17.

18.

19.

20.

Market assessment is critical to determine whether, if cash is provided to households to address lack of
effective demand, markets would respond without excessive price increase. A challenge facing most
agencies is the lack of staff with requisite skills and lack of market assessment tools. A number of
agencies are developing market assessment tools, but further work is required to provide guidance on
what degree of complexity is appropriate for different situations.

Some organizations have started to incorporate feasibility studies into the planning process, including
analysis of key issues (e.g. cost-efficiency) for selecting the most appropriate transfer.

Inflation is an area where further work is needed. Agencies need to distinguish, at the planning stage,
what level of inflation is “acceptable’, and the “unacceptable” levels which might trigger a
contingency action. Direct links are needed with market monitoring systems.

Other issues that need to be considered at the assessment stage include cost-efficiency, beneficiary
preference and risk analysis. Limited guidance is currently available on these important areas although
some agencies are attempting to address these through studies and specific procedures.

Decision-making tools

21.

Useful tools have been developed by a number of organizations to help decision-makers think through
the necessary questions to determine the most appropriate resource transfer option. Each is dightly
different because it relates to the organization’s position on cash and vouchers.




22.

A number of agencies have articulated “minimum conditions’ or “contra-indications’” for cash and
voucher projects. A similar checklist for DG ECHO projects would be useful to partners so long as key
donor principles (such as flexibility to allow a needs-based response) are incorporated.

Response planning

23.

24.

25.

26.

27.

There are a number of areas where response planning has been weak in the past. These include the
setting of the cash/voucher transfer value, alack of appreciation about the implications of vouchers and
fairs for beneficiaries; and limited understanding about the implications of attaching conditions to cash
transfers (particularly work).

Setting the value: most agencies now make an effort to determine the most appropriate value to be
provided rather than providing the cash equivalent of what would have been provided in-kind. Some
anticipate price fluctuation and build in contingency actions for different price scenarios.

Vouchers and fairs: some agencies have explored the use of vouchers and fairs, revising the approach
to suit the interests of beneficiaries as far as possible. One document provides guidance when
considering the implications of using vouchers (or amix) as opposed to pure cash.

Conditions: a number of agencies have started to plan cash for work programmes which include
unconditional cash transfers for those with no labour capacity. This demonstrates a sophisticated level
of analysis of vulnerability, and good understanding of target groups.

Planning for withdrawal. This remains a weak area of most humanitarian programmes, particularly for
those of short duration.

Contingency planning

28.

Contingency planning is not a routine feature of most agencies cash and voucher programmes.
Agencies need to build into their plans contingency action for particular risks—inflation, corruption
and cash transfer security. Some organizations have designed cash transfers such that the value
transferred is revised in line with market prices.

= DG ECHO isrecommended to continue to support the work of specialist organizations to develop
improved methods for collecting and analysing information critical to cash-based assistance.
Additional funding may be required to extend the use of these methods among other interested
agencies through training, participatory assessment exercises, and production of resources.

= DG ECHO is recommended to guide partners on the type of information expected about markets.
This will require collaboration with partners who are currently engaged in developing market
assessment tools.

= DG ECHO is recommended to articulate its policy, position and funding flexibilities/limits in
response to inflation (anticipated and unanticipated) to ensure that beneficiaries do not lose out.

= Strong links are needed between information collected at the assessment stage, the project design,
and monitoring and evaluation systems. These links need to be strengthened in the partner
proposals.

Implementation

Targeting and registration

29.

30.

31.

32.

Targeting involves the provision of assistance to a sub-set of alarger population, excluding those who
are unaffected, or less affected. The first level is geographic—identifying populations which have been
affected to a greater or lesser extent. The second level excludes less-affected households. As cash is
inherently more attractive than in-kind assistance, targeting is akey area of concern for many.
Targeting and registration includes two basic approaches. (a) those which target using community
committees; and (b) those which use administrative structures, or a combination. A number of agencies
have developed strong systems for community-based targeting which rely on cohesive communities
and trust between the community and the aid agency.

Registration presents a challenge for both approaches, and a number of agencies have developed
systems for validating beneficiary lists. Those using administrative targeting have started to explore the
potential for technology to avoid double registration.

Electronic data systems have been developed by a number of organizations particularly when dealing
with unconditional cash transfers. Further work is needed to examine what types of database are most
appropriate for different contexts and situations.

Cash disbursement




33. The use of both formal and informal financial service providers in humanitarian assistance has been
explored by a number of donors and organisations. One agency’ s guidelines include a tool to assess the
capacity of banks and post offices to act as its cash transfer partner. Another has commissioned a
speciaist agency to examine all advantages and disadvantages of different enhanced transfer options,
such as use of mobile telephony for cash transfers.

34. The increased attention to use of enhanced payment options is an important development as this is
likely to increase the cost-effectiveness of cash and voucher initiatives. In DG ECHO'’s operational
niche areas (remote, under-developed and/or conflict-affected) where the traditional/informal money
transfer agents are often the only option available, a number of organisations have taken the
initiative of making an assessment of these cash transfer agents, and to bring these closer to the
main-stream financial system. Such initiatives will need to be further funded and supported.

Field Operating procedures

35. Local field operational procedures for managing, disbursing and accounting of cash transfers are being
increasingly developed and refined by a number of experienced organisations. Greater sharing of
resulting experience among organi sations and documentation for such systems by smaller organisations
are areas requiring further attention.

Operational Guides and Manuals

36. A number of guidelines for dealing with all aspects of cash and voucher programming and operations
have been and continue to be published. The ICRC/IFRC guidelines represent the most comprehensive
toolbox to date, merging ICRC/IFRC experience with that of other organisations, such as Oxfam.
These guidelines provide not only a strong basis for implementation but also grounds for better
knowledge and understanding of resource transfer systems that are often perceived as risky for
organisational accountability. These documents highlight the fact that cash and vouchers are
simply methods of delivering assistance, with their own operational realities and risks that are now
being largely understood and addressed.

Human Resources and capacity building

37. The small scale of cash-based assistance to date has meant that little attention has been paid to
identifying the specific human resource and capacity-building needs. In addition, most of the cash
project evaluations also do not study this aspect. However, recognising the need, a few organisations
have recently collaborated to develop training modules to help staff understand the basics prior to
implementation.

38. Capacity-building and awareness-raising is needed to help the humanitarian partners to dea with the
challenges of planning and establishing cash and voucher projects in a context-specific manner. In this
regard, the ability of smaller organizations to train and support their staff remains at times constrained
by lack of attention to training and funds.

= DG ECHO is recommended to consider supporting both ongoing training initiatives and a wider
dissemination of existing guidelines for cash and voucher programmes.

= Agencies to be encouraged to examine the implications of scaled-up cash-based assistance on
human resources systems, structures and capacity building needs.

= DG ECHO will need to review and adapt the specific capacities of its own human resources if: a)
the number of funding requests for small cash projects from less experienced agencies continues to
increase; b) there is an increase in funding requests for unconditional cash transfers; and c) thereis
an increase in funding requests for larger-scale cash projects.

Monitoring, Evaluation and Organizational L earning

39. Monitoring and evduation (M&E) are till often rather weak elements of humanitarian aid, despite
efforts. With cash-based assistance the need for a strong M&E system is crucial if organizations are to
be able to learn from past experience and improve on these in future programmes.

40. While progress/activity/input monitoring is usually standard, other elements of an M& E system require
greater attention (including post-distribution monitoring and —where feasible- impact monitoring).

41. Some of the guidelines have started to provide specific resources for M&E in the case of cash and
voucher projects. In addition, a number of reports demonstrate the sophistication of some
organizations' approach to evaluation, as well as their commitment to learning through experience.
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42. Pilot projects have been a key feature of cash-based interventions in the past. The value of these
projects has been considerable, as a number of organizations have used pilot cash projects to both test
innovation and train their staff. There are some issues however, such as the implications of cash
transfers on food prices that cannot be tested in pilot projects, and need to be explored using larger
scale interventions. To avoid potential pitfalls, it is vital that the pilot projects are used for what they
are intended: testing a well-planned but new approach, learning from it, and applying the learning at a
cost-efficient (larger) scale—preferably within the same project’ s life cycle.

43. A number of knowledge / experience gaps continue to exist for cash-based assistance. These need to be
made the focus of future research for DG ECHO and its strongest partners.

44. In order for the experiential learning cycle to function, agencies need to develop systems for
organizational learning. This review highlights initiatives within a number of organizations which
promote organizational learning for cash and voucher projects.

= DG ECHO is recommended to develop a learning strategy particularly for cash and voucher
initiatives. This should include for DG ECHO and its partners effective ways of learning and
sharing experience through both pilot and larger-scale projects, supported by formal training
events.

= DG ECHO isrecommended to ensure that partners’ monitoring and evaluation systems incorporate
systematic post-distribution monitoring activities and that greater attention is paid to different
types of impact —where feasible.

= DG ECHO isrecommended to support efforts to address knowledge/experience gaps through pilot
projectsand full-scale action research.

Coordination

45. Sharing of information at the assessment and planning phase is critical for harmonized response, and
thisis particularly important with cash and voucher projects. However, sectoral working groups rarely
discuss the type of resource provided, and there is an urgent need for such bodies to require
implementing agencies to determine and provide the most appropriate resource transfer in each
situation. Donors such as DG ECHO can play an important rolein this regard.

= DG ECHO can encourage other donors and operational partners to share information about the use
of cash and vouchers. It should also encourage coordinating agencies to incorporate discussions
about cash and voucher transfers in sectoral meetings.

» |norder to do this, DG ECHO will need to enhance capacity among field staff and key RSO staff
to tackle these issues.

Current opportunities

There are a number of broader research issues for cash and voucher projects that should be explored. These
include the implications of using cash and vouchers to address a number of areas where in-kind assistance
is perceived as being more appropriate, but where there is emerging evidence that cash and vouchers can
play an important role. These include use of cash and/or vouchers:

to address nutritional objectives,

in child protection programmes following major disasters;

as compensation for death and disablement;

in temporary shelter programmes (supporting hosting or building transitional shelter);

to stimulate recovery of small and petty traders;

to help households access basic services where these are not free;

as part of decentralized approaches geared towards empowering communities to take greater
control over the recovery process.

CONCLUSIONS

This review has confirmed that cash and vouchers present DG ECHO and its concerned partners with the
potential to achieve greater positive impact among beneficiary populations with enhanced cost-efficiency in
a context-specific manner. A number of factors may prompt an increase in the number of proposals
submitted to DG ECHO in the future. At the same time, capacity constraints may limit the scale, pace and
scope of any increase.
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Cash and voucher programmes need to be conceptually integrated within existing humanitarian structures,
systems, policies and procedures. Cash and vouchers should be seen as two options among a number of
options—each of which are appropriate in different contexts. The tendency to think of cash and vouchers as
“distinct” and “specia” has distracted attention from an important question for humanitarian assistance in
general: “what is the most appropriate, effective and efficient way of helping affected households meet
their needs in a given context”?

Because in-kind assistance has been the default approach for so many years, the use of cash and vouchers
represents aradical departure from the norms of humanitarian practice. It is therefore useful for DG ECHO
and partners to articulate their position on the use of cash and vouchers, and establish operationa
procedures. This may help bring humanitarian resource transfers in line with humanitarian principles and
standards, and discourage the default adoption of supply-driven strategies.

Capacity development of DG ECHO and partner staff should be given greater attention in the future. This
will involve development of capacity at all stages of the project cycle, but particularly at the
assessment/planning stage. Examination of the implications of cash and voucher transfers for human
resource systems and structures will be needed if cash and vouchers are used at larger scale.

To underpin its policy on the use of cash and vouchers within humanitarian assistance, DG ECHO needsto
provide its partners with guidelines and specify what it requires from partners (considering the reality of the
operating context). These issues include: the type of assessment required; risk analysis, cost-efficiency
comparison; and contingency plans for dealing with key identified risks. While a number of guidelines are
available to support partners in cash and voucher programming, DG ECHO should specify the supporting
information required from partners in project proposals and reports.

As cash and vouchers are known to enhance disaster preparedness, LRRD, and DRR, a further area where
DG ECHO could expand its support is the development of instruments and capacity to collect information
relating to these areas.

DG ECHO and its partners need to enhance structures and systems for organizational learning in order to
implement and innovate within acceptable limits of risk. Adequate monitoring and evaluation systems are
required in order to better consolidate lessons learned for incorporation into future strategies and
programming. Existing knowledge gaps are identified here and recommended to be examined through pilot
projects and action research, and the results to be shared through DG ECHO'’ s website.

DG ECHO will be able to determine whether its humanitarian response makes appropriate use of cash and
vouchers if it plans, monitors and evaluates all cash, voucher and in-kind assistance projects from the
perspective of the beneficiary, while asking: "what is the most appropriate, efficient and effective way to
help affected populations meet their needs and recover lost livelihoods in this humanitarian context?'. It is
always worth remembering that major international actors, such as the UN Evaluation Group, have been
consistently putting forward three key evaluation questions which could also be used to assess all forms of
humanitarian resource transfers. “did we do the right thing?’, “did we do it right?', and "are there better
ways of doing it?".
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2. Background

2.1 Objectives of this report

This report is the second in a series of two studies. The first (the “evaluation”) examined DG ECHO-
funded cash and voucher projects, drawing out lessons learned from these projects and implications for DG
ECHO in the event of expansion. The report noted that, thus far, the scope and scale of cash and voucher
projects has been quite limited, but that, where DG ECHO and partners used a cash approach, the impact on
beneficiaries, and perceptions of implementing staff, has been positive. The evaluation report concluded by
highlighting a number of areas requiring attention, and made preliminary recommendations for DG ECHO
policy consideration.

This second report (the “review”) goes on to explore how other agencies and donors have approached cash
and vouchers. As such, this report starts with a brief outline of the history of the cash and voucher debate; it
then reviews the relative importance of cash and voucher projects for different agencies—both
implementers and donors; then, using the project cycle as a framework, it examines policies and practices
in use, highlighting where possible those which could be defined as “good practice”, and those which are
relevant for DG ECHO to adopt or adapt. This report goes on to identify current gaps requiring further
research. The conclusions and final recommendations summarize the consultants’ opinions on the policy
implications for DG ECHO for an expanded portfolio of cash and voucher projects.

The bibliography section at the end contains references cited within the text as well as other relevant
documents and articles. The LINKS (inserted at relevant places within this document) refer to best practice
examples taken from reports and guidelines, and are included for illustration purposes. Readers should
consult the cited reference for more information.

2.2 Methods

Standard review methodology was used. This report builds on interviews with field personnel, on
additional information gained from discussions with staff at headquarters, and secondary literature review
(see ANNEX 1 Bibliography). The donors and agencies consulted/studied for this report include:
e donors. SDC, DfID, (SIDA, ODFA/USAID desk review only);
e implementing organizations Oxfam, Horn Relief, SCUK, ICRC, IFRC, BRCS, CRS, CARE
(Kenya), WFP, UNICEF, WV, ACF, UNHCR,;
e policy and research institutions: ODI.

For alist of individuals interviewed in person, by phone or by e-mail, see ANNEX 2.

2.3 Brief History of the debate around cash and in-kind assistance

The debate around cash and vouchers has featured an increasingly large body of research. A synthesis is
not attempted here as a number of studies have covered this issue quite well. This section provides a brief
overview highlighting events of relevance to DG ECHO.

In the late 1990s the responses of several agencies to Hurricane Mitch included cash and vouchers, and the
publication of two reports published around this time (Peppiat et al 2000, Peppiat et al 2001) brought cash
and vouchers firmly onto the humanitarian agenda. The ODI publication (Peppiat et al 2001) noted that
cash and vouchers were not “new”—chapter 2 outlines cash transfers in Sudan and in Ethiopiain the 1980s
implemented in response to major food emergencies. There remained, nevertheless, “areluctance to include
cash-based responses in emergency response portfolios’. The study suggested three major areas for further
investigation: patterns of use of cash in different situations; the need to explore how cash might be used to
support recovery while ensuring consumption needs were met; and a better understanding of how the
market might respond if cash transfers were provided in order to address the problem of lack of effective
demand. Research on patterns of use is now a standard element of best practice in cash projects, and (often
linked to this) some studies have looked also into the second question: the potential for cash transfers to
achieve a dual objective of livelihoods recovery and basic needs assistance at the same time. The third area
of research: the relationship between cash transfers and market prices and market functioning, has attracted
some attention but alot remains to be done.



In 2004, responding to the lack of well-documented experience, the ODI launched a cash and vouchers
learning project. The discussion paper (Harvey 2005), published just after the tsunami that struck the Indian
Ocean coastal population, provided a valuable resource for agencies embarking on cash transfers in the
post-tsunami context. The overall ODI cash and voucher research included aso a desk study on cash
interventions in Afghanistan (Hoffman 2005) and the Tsunami Learning Project (which resulted in a
number of workshop reports, a consolidated final report, and a set of guidance notes on key topics). The
ODI’s overall cash learning project ran for 3 years (ending in late 2006), and culminated in a second meta-
analysis consolidating experience and learning during the course of the project (Harvey 2007).

The ODI project did not examine social protection in detail, and this topic lies beyond the scope of this
review also, but it is of interest in so far as cash-based social protection schemes have the potential to be
expanded to disaster-affected areas relatively easily in humanitarian emergencies (as DfID and others
suggest).

The ODI project aso was not able to explore the use of unconditional cash transfers as part of an
emergency food aid response as it has received limited attention from key food aid implementing agencies.
However, key research reports and advocacy on the need to reform food aid has led a number of agencies
to review their position (see section 3.1.3.1, page 7). A number of organizations are exploring the use of
cash or vouchers to address acute food insecurity where food aid would otherwise be the default response
(such as Oxfam, Save the Children, and more recently WFP and World Vision).

A summary of the cash/voucher discussion papers, reviews and learning projects is not attempted here;
readers are advised to consult the relevant papers directly. However, there are some key points that are
worth drawing attention to at this stage.

e These reviews emphasize that cash and voucher projects are extremely variable in nature, and that a
standardized approach is both inadvisable and impossible. However, the review of experiences is
useful in explaining how different agencies addressed key challenges in different contexts.

e Organizational learning around cash and vouchers is only possible with strong monitoring and
evaluation systems. Where these have been established it is often because the organization has
particular concerns around the use of cash and vouchers, and/or desires to learn from what is usually a
departure from the standard approach in order to improve on performance the next time.

e The discussion on cash and vouchers has sometimes been described as “polarized”, both within
organizations, and between organizations. In practice the vast body of empirical research recognizes
the need for flexibility to respond appropriately to different humanitarian contexts and affected target
groups needs. Many organizations now advocate for a mixed approach, but there has been little
discussion on what combining cash/vouchers and in-kind assistance means, when it adds value, and
when mixing cash and in-kind assistance might be inappropriate and/or inefficient.

e The terminology around cash and vouchers is becoming relatively standardized (see section 3.3, page
15). However, one trend that is notable is the use of the terms “advantages and disadvantages’ when
comparing different response options. Earlier discussion papers (e.g. Mitchell et al 2000) used the
terms “opportunities’ and “risks’. It seems that as advantages and disadvantages are consequential on
two broad factors—the way the programme is implemented, and the context—it seems also more
appropriate to consider advantages and disadvantages when weighing up options for a specific context;
otherwise it may be more appropriate to speak of risks and opportunities when discussing resource
transfersin general.

e The routine focus on cash and vouchers in these reviews precludes consideration of what is ultimately
the key question: what resource transfer approach in a given context would be most cost-effective to
address assessed needs, while being acceptable to the target population? This question should
underpin al stages of the project cycle.



3. Main report

This section examines key issues relating to cash and voucher programming. For each issue, this section
will endeavour to: a) explain how the issue is addressed by other agencies (including DG ECHO partners);
b) provide examples; c) discuss the relevance for DG ECHO (utility potentia); and d) draw out
recommendations for DG ECHO in terms of its emerging policy.

3.1 Trends in use of cash and vouchers among other agencies

3.1.1 Past Trend

The evaluation report noted a gradual increase in DG ECHO funding for cash and vouchers over the last six
years; within this general increase, however, there exists considerable variation globally. This section looks
at trends among other donors and among a few implementing organizations which have been able to
provide quantitative analysis.

3.1.1.1 Oxfam

Oxfam GB has analyzed funding for its cash and voucher projects over five financial years (from 2003/4
(spent funds) to 2007/8 (budgeted). Over this period around £11.7 million (€16.4m)? of the total funding
received has gone directly to beneficiaries. The largest donor is DfID, which has provided around £3.19
million (€4.47m and 27%) of the total funds. Oxfam’s own funds have been the second biggest source of
funding (£2.93 million (€4.11m) or 25%) and its affiliates the fourth (9%). The DEC has provided the third
biggest amount of funds. DG ECHO provided £0.43 million (€0.60m) which represents under 4% of the
total funds for Oxfam’s cash and voucher initiatives.

Figure 1: Oxfam’sdonorsfor cash and voucher projects

Distribution of Donor contributions to Oxfam for cash and voucher
projects

DFID CHASE

CIDA

DFID non-CHASE

Other restricted funds|

Oxfam affiliates and

their back donors

DEC Oxfam GB

Note: The total amount of funds represented here (£11.67 million) is the amount related to direct
cash and voucher expenditure, and does not include support costs

2 An exchange rate of €1.4 to £1 is used in this report to ease comparison, regardless of the date of intervention.
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In terms of geographic coverage of cash and voucher interventions within Oxfam, the region which has
used the largest single share of the total fundsis HECA (Horn, East and Central Africa) —see Figure 2.

Figure 2: regional distribution of Oxfam’s cash and voucher projects

Regional distribution of cash and voucher project
funding
(Oxfam GB 2003/4-2007/8)

Central America,
Mexico and the

i 0,
West Africa, 15% Caribbean, 5%

East Asia, 16%
South Asia, 17%

Southern Africa, 10% Horn & Central Africa,

37%

Oxfam is the only agency that has been able to analyse the relative importance of cash and voucher projects
compared to projects where it has distributed food—jpurchased either by itself, locally, or provided by
WFP. The relative importance of cash and vouchers as compared to food transfers is not insignificant (as it
isin many other organizations), and in 2005/6 cash and voucher transfers amounted to nearly one-quarter
of all food-related resource transfers, the proportion decreasing to 16% in 2006/7 (see Figure 3). There are
no discernable temporal trends in Oxfam’s use of cash and vouchers.

Figure 3: funding for cash projects
compar ed to in-kind humanitarian assistance

Relative importance of Oxfam's cash-basd resource
transfers compared to in-kind food assistance
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Notes:

Percentages are of total spend on all projects (not just humanitarian)

Food/Feeding supplies includes food items (e.g. cereal, oil) and other related goods
(e.g. cooking pots) purcahsed by Oxfam

Cash programming includes Cash-For-Work, Cash Transfers, Vouchers and Cash
Administration

Goods in Kind is mostly Food-in-Kind, the bulk of which is from WFP

In terms of sectors where cash and vouchers are used by Oxfam, the focus has been within its food
security/livelihoods sector. Emergency assistance (which includes provision of NFI kits and hygiene items)
has been largely in-kind: some Oxfam staff suggested that quality (durability) was a key reason why
hygiene items (such as buckets) need to be supplied from the UK. Field managers aso report that in-kind
supply is often logistically much easier in the immediate aftermath of a disaster, with well-established
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systems already set up to address these needs efficiently and in a timely manner. The potential for use of
cash or vouchers within the water and sanitation sector, or as part of an emergency shelter response, has not
been explored. However, cash-based labour payments are favoured by engineers over food for work
because of the need for quality outputs.

3.1.1.2 SDC

The Swiss Agency for Development and Co-operation (SDC) website lists 19 distinct cash and voucher
initiatives since 1999, the first of these being a cash for shelter programme in Albania. Its first experience
of cash and vouchers was, in fact, earlier—cash support provided to Bosnian refugees to help them return
home from refuge in Switzerland. This programme, which reached 10,000 individuals, providing CHF
4,000 (around €2,440)3 to adults and half this amount to children, transferred a total of CHF 40 million
(€24.4 million) direct to the beneficiaries. Since 1999 SDC has alocated a total of around CHF 48 million
(€29.3m) for cash initiatives.

The majority of the agency’'s

Figure 4: SDC cash projects by country ) ;
interventions come from one

geographical division (Europe and
Cash/voucher funding by country - C1S). The Middle East and North
. Africa division, and the Africa
SDC since 1999 division, have not yet supported
50 : any cash-based humanitarian
O Srilanka || jnitiatives. Figure 4 shows the
45 O Serbia countries where cash and voucher

40 - m Mongolia projects have been implemented.
~ 35 | Moldova The types of projects funded by
S 30 0 Macedonia||  SDC are digtinctive, reflecting its
= B Lebanon desire to add vaue, and to
E 2 m KoSOVo undertake projects that other
L 20 m Ingushetia dencies are not doing, or cannot

O 15 O Indonesia .

10 | O Georgia Figure 5 below shows the relative
m Albania importance of different types of
57 B Adegeya projects. The apparent importance
0 of permanent shelter projects is a
reflection of the large amount of
Note: The funds disbursed include direct cash to beneficiaries as funding (CHF 20m, around
well as support costs €12.2m) allocated to the “ Cash for
Repair and  Reconstruction”

initiative in Tsunami-affected Sri Lanka which alone made up around 42% of total funding allocated to

cash and voucher projects over this period.

Next year a bill will be proposed to the
Swiss parliament relating to Swiss
development cooperation to a value of
CHF 1.2 billion over 5 years. As
“efficiency” will be a key component
in this bill, it is likely that there will be
increased attention to use of cash
within other sections of the agency.

Figure5: Typesof SDC’s cash projects
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3.1.1.3 Other agencies

Save the Children UK responded to 13 of the last 19 mgjor disasters with a “hunger” theme intervention.
Of these, cash transfers were a core component in 9 emergencies, food aid in 3, and 6 projects each were
established to address malnutrition and to restore livelihoods (input provision). In one case (Mozambique)
cash transfers were planned, and funding had been agreed, but the local government representative ruled
out cash transfersin favour of food aid.

|CRC has noted a steady increase in the number of cash and voucher projects implemented over time—
rising from two in 2002 to 7 in 2006, 9 in 2007 and even more are planned for 2008.

3.1.2 Types of cash projects: Unconditional and Conditional

The majority of humanitarian cash projects to date implemented by all agencies have attached some type of
condition to the transfer. For instance, cash for work projects have required beneficiaries to work in return
for the money; de-stocking projects have provided cash transfers to households in return for animals for
slaughter (e.g. Save the Children in Isiolo, Kenya in 2006); cash transfers for returning refugees have been
associated with the repatriation process.

By far the most common type of cash transfer is cash for work. However, a number of agencies have
recognized that unconditional cash transfers may be more appropriate than cash for work in specific
contexts. Save the Children Isiolo, for instance, opted for an unconditional transfer because the assistance
was scheduled to coincide with the height of the agricultural labour season, and the agency wanted to avoid
distracting beneficiaries from critical farming activities.

Where cash transfers have been provided without a labour requirement, or other condition, the total cash
transferred has varied quite considerably. Projects which have transferred relatively small total amounts of
cash to beneficiariesinclude:

» Pilot projects. providing cash transfers to a limited number of beneficiaries compared to the total
caseload (e.g. WFP pilot project in Sri Lanka covered 12,000 beneficiaries out of atotal caseload of
312,000).

» Cash asacomplement to food transfers (e.g. CARE and Save the Children in Aceh, Indonesiain
2005/6 provided a small cash transfer alongside a food voucher).

= Unconditional cash transfers provided alongside a cash for work project (for needy families with no
labour) (e.g. Save the Children’s cash transfersin Ethiopia prior to 2006).

However, other projects have transferred significantly larger sums of money. The following table lists
some key unconditional cash projects implemented by NGOs and one UN agency (WFP) for which
information was available at the time of writing this report:

Table 2. Comparison of unconditional cash transfer projects
(in terms of total sum of cash transferred)

Total cash Details Valuein
Agency/ transfer (source: project Timing Ex Iate Euros
country (project . for
evaluations/reports/plans) .
currency) comparison
World Vision 6,500 HH receive approx $50 per Dec'07to
L esotho $1,858,320 month for 6 months May '08 0.68677 | €1,276,238
6,074 households receive two lump-
sum cash transfers (£32) at start and
Savethe end of project (livelihoods Nov '07 to
Children protection/investment) plus monthly April '08 | 1.37669 | €1,393,210
Swaziland cash transfer for 4 months (£3.24 per
household in addition to £1.98 per
£1,012,000 | person in each household).
ZMK 90,000 per month provided to Nov '05 to
Oxfam Zambia £792,688 | between 10,500 and 13,500 . 146396 | €1,160,464
march '06
households for 5 months.




Total cash Details Valuein
Agency/ transfer i . I Ex rate Euros
country (project (source: project Timing . for
evaluations/reports/plans) .
currency) comparison
Helvetas, Sri LKR | LKR 3,300 per month for 6 months Juneto
Lanka 118,800,000 | to 6,000 host families Nov'os | 000819  €972972
Oxfam and 16,260 HH received a one-off $50
Horn Relief in cash grant, plus unconditional cash .
Southern $1,003,700 transfer to approx. 890 |abour-poor June'06 | 0.78931 €792,230
Somalia households within CFW project
Horn Relief, N 13,850 HH received a one-off cash .
Somdia $691,500 grant of $50 Jan '04 0.79373 € 548,864
. MK 2,500 per month provided to Nov '05 to
Oxfam Malawi $440,000 4-6,000 households for 5 months march '06 0.83765 € 368,566
12,000 beneficiaries (out of atotal of
WFP Sri 312,000) received a cash transfer of Nov '05 to
Lanka $216,000 $1.5 per person per week for 3 Jan '06 0.83984 €181,405
months

* source: OANDA.com (average value for the months when the project was implemented)

The largest projects tend to be those where cash transfers have replaced food relief. Often, where food
relief is deemed inappropriate and replaced with a cash transfer, the implementing agency decides to set up
a cash for work project. However, in some cases implementing agencies have determined that a work
element is inappropriate for the target population, and have intentionally opted for an unconditional cash
transfer. The implications of this information for DG ECHO relate to the ceiling (for NGOs) of Euro
100,000 for unconditional cash transfers to disaster-affected populations. It istoo early to predict to what
extent the demand for funding of unconditional cash transfers will increase, or whether such projects will
continue to be exceptional. The issue depends largely on the capacity and willingness of key food aid
agencies to implement large-scale unconditional cash transfers, and the number of situations where the
assessment determines a labour component is inappropriate.

3.1.3 Projecting into the Future

Discussions with most organizations have reveaed a genera intention to become more involved in the use
of cash and vouchers as part of humanitarian response (among those who have not made much use of these
approaches in the past), and an intention to scale up (among those which have some experience).
UNICEF's recent review (Jaspars et al 2007) for instance, suggested a number of areas where UNICEF
might usefully consider using cash and vouchers (see section 3.2.6, page 13). World Vision has embarked
on its first mgjor cash and voucher experience in a humanitarian food programme, and the increasing
number of agencies calling for food aid reform (and the inclusion of cash and vouchers as an option)—most
recently, FAO—suggests that an increase in the use of cash and vouchers to address acute food insecurity
may follow.

However, cash is unlikely to play a significant role in a number of emergency recovery sectors unless
sectoral working groups routinely table discussions on the feasihility, advantages and disadvantages of all
resource transfer options to address a variety of needs among different groups and aress.

3.1.3.1 Information and Research influencing food aid policy

Food security and food aid agencies have been strongly influenced by a number of seminal reports which
have drawn attention to the need for food aid reform. These studies include the following.
= Clay et a (2005)—"The development effectiveness of food aid: does tying matter?’: a critical
perspective on the efficiency of food aid, which are of relevance to the use of cash and vouchers.
» Clay (2007)—a commentary on the Doha round proposals on international food aid; particular
issues under negotiations have relevance to cash and vouchers.
= Barrett & Maxwell (2005)—“Food Aid After Fifty years. recasting its role’ and Barrett &
Maxwell (2004)—"PL480 Food Aid: We can do better”.



= Oxfam Briefing Notes. “Food Aid or Hidden Dumping: Separating Wheat from Chaff” (Oxfam
2005a); and “Making the Case for Cash: Humanitarian Food Aid Under Scrutiny” (Oxfam 2005b)

= CARE (2006)" White Paper on Food Aid": CARE USA’s policy revision on food aid monetization
and policy review regarding its use of anumber of sources of US government food aid.

One organization which has not had much direct involvement in cash -based assistance in the past is FAO.
However, its 2006 annual report (FAO 2006) focused on the use of food aid to address food insecurity and
the need for food aid reform. It examined in depth a number of key issues, as follows.
»  Sustainable food security: What role for food aid?
Dependency: Does food aid create perverse incentives?
Disincentives: Does food aid undermine local agriculture?
Distortions: Does food aid distort trade?
Humanitarian emergencies. Why isfood aid the default response?
Bridging the relief—development divide.

The report noted that food aid continues to be the default response: “food aid is usually the most readily
available resource in crisis situations — donors know how to give it and agencies know how to deliver it —
so it becomes the default response.” In addition to “food aid [being] a relatively expensive and slow
intervention”, it also noted the need to consider other approaches:

“Although measurable production effects are small, the empirical evidence suggests that
commodity food aid can disrupt local markets and undermine the resilience of local food
systems. Instead, where sufficient food is available in an area and markets work reasonably
well, cash-based transfers or food vouchers can stimulate local production, strengthen local
food systems and empower recipients in ways that traditional food aid cannot.” (FAO ibid.)

3.1.3.2 Advocacy on Social Protection in humanitarian emergencies

In addition, one researcher has looked at World Bank support to government cash-based humanitarian
assistance after disasters. Heltberg (2007) reviewed the social protection (income) support provided to
households in the wake of major natural disasters. He argued that while this kind of assistance has a
positive impact both on short-term food security and long-term recovery, “it could be geared for greater
impact and more efficient delivery in future by the use of a best practice toolkit and a right-on-time
technical assistance facility, as well asitsintegration in emergency preparedness and capacity building for
implementing agencies.” All agencies need to pay greater attention to this type of assistance, and when
national government systems are unable to provide this type of assistance it may be useful for NGOs to
consider developing a coordinated system to provide such support to vulnerable households if appropriate.

3.1.3.3 Capacity

A rapid increase in interest (and proposals submitted for funding), however, seems unlikely in the short-
term due to capacity and experience limitations. Agencies are generally cautious about cash and voucher
programmes and are more likely to prefer piloting such projects in a succession of countries and in a
variety of contexts, as this allows both the organisations and their front-line staff to develop the necessary
competence and confidence. Most are well aware of their own limitations, and the lack of a sufficient
number of technical staff who could (for example) undertake assessment and feasibility studies. The use of
cash in work projects has been important in the past. This is likely to continue to increase as the work
element makes easier many of the challenges which are associated with cash grants—such as targeting,
inflation risk and cash management in particular. In contrast, unconditional cash transfers remain
challenging for most agencies, and many are unlikely to propose such interventions without adequate
preparation.

There are emergent signs of greater collaboration between large food aid agencies and those with
significant cash experience. WFP's partnership with Oxfam in its Sri Lanka cash pilot project is an early
example, and ongoing discussions in Kenya between WFP and INGOs with cash experience may result in
other models of collaborative experiential learning. However, an increase in both scale and scope of cash or
voucher transfers to address acute food insecurity in humanitarian contexts remains largely dependent on
WFP's emerging policy, due to the agency’s position as the largest food aid implementing agency. Other
influential factors include the position taken by WFP's in-country senior management team, the ability of
WFP' s operational partners to programme cash, the position of the world’ s largest food aid donor (USAID)
and the Doha round negotiations.



3.1.3.4 Funding

It is not clear to what extent availability of donor funding is an important factor constraining the ability of
implementing agencies to programme cash and vouchers. FAO (2006) highlights the problem of
unpredictable funding, and the funding bias towards food aid interventions in general. Indeed, several
agencies met during this review reported a difficulty in accessing funding for cash and voucher operations
in some contexts (resorting, for instance, to food for work because food, rather than cash, was available).

The FAO report, however, draws on the commentary of Darcy and Hoffman (2003) to highlight also the
“supply-driven analysis of requirements, with front-loaded assessments failing to capture the changing
nature of needs and risks as crises evolve’ (FAQO ibid).

Meanwhile, a number of new donors are exploring various aspects of cash and voucher use. SIDA, for
instance, has recently completed an internal review of cash/voucher projects worldwide, and others have
commissioned studies to explore the use of cash and vouchersin specific contexts, e.qg.:

o SIDA funded Oxfam and partners for a pilot cash transfer in Southern Somalia (cash for work and
unconditional cash transfers);

o the Netherlands embassy in Ethiopia funded Save the Children’s cash and voucher pilot projects
up to 2005. It saw potentia in market-based approaches of driving rural economic development by
strengthening rural—urban links (Adams & Kebede 2005);

o the Norwegian embassy in Kampala commissioned a study in 2006 to explore the use of cash-
based assistance in Northern Uganda (L evine 2006).

While funding might not be the major constraint, it is still an important limiting factor restricting the use of
cash and vouchers within humanitarian assistance. Donors need to be proactive and prepare themselves to
respond to increased demand for funding for these types of projects—as and when partners develop
competence and confidence in cash-based programming. The ability of donors to respond to needsis a core
principle of the Good Humanitarian Donorship initiative (see LINK 1).

Recommendationsfor DG ECHO

e Advocate for and support humanitarian coordination bodies (e.g. cluster groups, sectoral working
groups) to routinely consider not just commodity supply and numbers of people in need, but to
consider also what the most appropriate resource transfer options might be for different
groups/needs.

e Explore further the potential for using the Food Aid budget line to address acute food insecurity
using cash and vouchers where these approaches are identified as feasible and appropriate.

e Anticipate an increase in funding applications for cash and voucher projects, and consider how to
build in-house capacity (among the cash focal points in Regiona offices, desks and the field
personnel) to respond adequately.

e |n order to promote knowledge and experience among partners and other players, DG ECHO should
fund specific studies in the use and implications of cash and voucher initiatives (see section 3.9,
Current gaps: areas for further research, page 43).

3.2 How other organizations deal with cash and vouchers

This section considers how other agencies deal with the issue of cash and voucher transfers by considering
anumber of questions. are cash and voucher projects treated as “special” in some way? Do agencies have
a specific focal person or section to lead on these initiatives? Do they have specific policies, or statements,
relating to cash and voucher use? Or is cash treated just like any other resource transfer, mainstreamed as
one option among a number of options to address humanitarian needs? Have they developed guidelines to
support implementing teams?

3.21 SDC

SDC (Swiss Agency for Development and Cooperation) falls under the Federal Ministry of Foreign Affairs.
Its Humanitarian Aid Department is the one that has been most concerned with cash projects thus far, and it



has implemented directly or in collaboration with partners (ICRC, IFRC, the UN, and Swiss NGOs). While
SDC established a section in 2002 to deal specifically with cash projects (“Project Team Cash”)—with a
staff member designated as focal person for cash—it has no formal policy on these approaches. The use of
cash has been mainly restricted to one of its four geographic regions.

SDC has established a number of parameters for cash and voucher projects. An important exclusion relates
to the use of vouchers—only cash grants (conditiona or unconditional) can be provided. SDC aso has a
number of “pre-conditions’ which need to be satisfied in order to give the go-ahead for a cash project: (@)
a conducive market situation; (b) a functioning banking system; (c) a conducive security situation.
Moreover, if corruption is widely prevaent, or if inflation is likely, the scale of implementation may be
restricted. SDC believes that cash transfers are easier before or after a natural disaster, more difficult before
or after a conflict, and mainly inappropriate during a disaster or conflict.

3.2.2 DfID

The UK Government’s department for International Development (DfID) has no specific policy on use of
cash and vouchers per se. Its cash-based interventions feature within programmes managed by a number of
its teams, including the social protection team, the Africa Conflict and Humanitarian Unit, and the Fragile
States team. Although DfID is recognized as a donor in favour of cash where appropriate, the number of
cash and voucher humanitarian projects funded by DfID is reported to be “very minor” compared to its
overall assistance. DfID favours cash over food in non-emergency situations where conditions are
appropriate, with interventions underpinned by context-specific analysis. A key advocacy message for
DfID is to draw attention to the need to replace, where possible, the use of humanitarian assistance to
address chronic poverty, and to establish predictable and guaranteed social transfers, whether in the form of
food and/or cash, or inputs. DfID also recognizes the value of cash transfers in humanitarian emergency
contexts. It has funded a number of innovative uses of cash which it sees as having potential to integrate the
principles of disaster risk reduction into relief programmes.

Dfld is currently working with the governments of Ethiopia, Kenya, Malawi, Zambia and Lesotho to
develop long-term cash-based safety net programmes of sufficient size to meet the needs of those affected
by chronic hunger. DfID is aso supporting the Southern Africa Regiona Hunger and Vulnerability
Programme (RHVP) to develop vulnerability information systems which can provide options on how to
respond (through safety nets or emergency assistance) and including analysis as to whether food or cash is
more appropriate to the context.

Key concepts which underlie DfID’ s approach to aid include:

o the Sustainable Livelihoods Framework (SLF) (DfID 1999);

o the Social Protection Framework. DfID’s position on socia transfers and chronic poverty is
outlined in a“practice paper” (DfID 2005). A number of briefing papers outline the links between
socia protection and economic growth (DfID 2006¢) and provide guidance on when different
forms of social transfers may be appropriate (DfID 2006b).

DfID’s current research interests for cash transfers include examination of the challenges of cash transfers
at scale (justified by the need/potential to generate a greater impact). One DfID-funded study explored the
challenges encountered by the government of Ethiopia and its partners in implementing the nationwide
PSNP, drawing lessons for other national systems planning to scale up (RHVP 2007). An ODI study
commissioned by DfID recently (Harvey & Holmes 2007) has explored the potential for and constraints to
larger-scale cash transfers in unstable situations (in fragile states”’ in areas affected by conflict or
instability).

DfID’s other focus area relates to improving cash payment systems within socia assistance programmes
(see DfID 20073, DfID 2007b, and DfID 2006d).

® DfID classifies fragile states as those where the government cannot or will not deliver core functions to the
majority of its people, including the poor”
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3.2.3 USAID/OFDA

In 2006 USAID/OFDA issued updated guidelines for unsolicited proposals and reporting which cover all
forms of humanitarian assistance. These guidelines clearly show support for market-based interventions
where appropriate, regardless of the sector®:

“USAID/OFDA is a proponent of market-based interventions and encourages organizations to
investigate creative alternatives to traditiona supply-side distributions. Market-based
interventions use local markets to supply needed goods and, consequently, distribute economic
benefit far beyond the direct beneficiary population. Supply-side distributions (e.g. direct
provision of commodities like food and non-food items) oftentimes bypass loca markets
thereby marginalizing area merchants and significantly distorting local economies. Where
supply is constrained by access (commodities are available locally but people lack sufficient
money to buy them), USAID/OFDA encourages market-based interventions. Where
commodities are not available locally, supply-side distributions are justifiable.” (USAID/OFDA
2006).

This document—which is subject to periodic revision to accommodate USAID’s changing requirements
and those of the changing global humanitarian context—is informative, states what is required within
proposals, and lists helpful references for further guidance.

Cash and vouchers are explicitly mentioned in the “economic recovery” sub-sector of the “economy and
market systems’ sector. “Examples of activities aimed at returning purchasing power to pre-disaster levels
include cash distribution, vouchers, livelihoods/income generation. Activities seeking to restore productive
activities “might include but are not limited to vouchers, cash distribution, or micro-credit”.

Cash and vouchers can aso be included as a cross-cutting theme. For example, the guidelines suggest to
“choose Cash Distribution as a cross-cutting theme if the proposed activity seeks to distribute cash or check
(not in-kind items) to beneficiaries. This activity is normally undertaken to increase an individual’s
purchasing power to either acquire household items (food or non-food items) or restore productive assets
(livelihoods rehabilitation).”

The guidelines are intended to explain the donor’s requirements for unsolicited proposals and reports.
They therefore also contain references to guidelines, some indicators, and notes on USAID/OFDA’s
position on various aspects of cash and voucher interventions (see LINK 30 which includes an excerpt from
sections relevant for cash and vouchers).

3.2.4 The IFRC and the ICRC

The ICRC and the IFRC have no official policy on the use of cash and vouchers in humanitarian response.
However, the IFRC believes that cash can be used at any stage between relief and development
programming, and both the IFRC and the ICRC view cash as atool, not a programme. The IFRC isin the
process of adapting standard operating procedures to accommodate cash transfers such that cash and
voucher transfers can more easily be dlotted into existing relief systems. The IFRC has identified a need to
better link its two main areas of work: saving lives and disaster risk reduction, and it is giving increased
attention to ensuring that the assisted communities are left “better then before” (see PMI/IFRC 2007 for a
summary of a cost-effective temporary shelter project in Yogyakarta, Indonesia, that used cash to “build
back better”).

The ICRC/IFRC Guidelines for Cash Transfer Programming (developed by the British Red Cross Society
and endorsed by the Federation as movement-wide) clearly set out the range of situations where cash and
vouchers can be used by members. These include the “pre-disaster and initial stages of a disaster, [during
the] recovery or transition period, in permanent/chronic crises, and during conflict” (ICRC/IFRC (2007)
page 13). The movement has made use of cash transfers for a wide variety of reasons. including the
reinforcement of household economic security, rebuilding of stocks and productive assets, dietary
diversification, pooling of cash to undertake community development projects, improved access to markets
and health care, prevention of asset selling, ability to meet immediate survival needs for food, boosting of
local economies, reducing economic burden on host communities, education, reconstruction of shelters
(including temporary and transitional shelters).

® Most of USAID’s food aid funding comes under “Food for Peace” and is mainly in-kind food assistance.
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The ICRC's cash transfers have been implemented mainly within its ECOSEC (economic security) sector,
which has around ten staff in Geneva who monitor and support the regional programmes. The ICRC
differentiates between micro-economic activities where households themselves lead the recovery process
(where cash grants play an important role) and sectora interventions (e.g. for livestock) where technical
considerations tend to favour a top-down approach. Nevertheless, cash is increasingly recognized as
playing an important role within these sectoral initiatives because of its potential to support the recovery of
markets for disaster-affected households produce. ICRC rates choice and dignity high on its criteria for
response, and in at least one case a cash/voucher approach was adopted despite its higher cost (the cash
transfers to displaced households in Columbia were anticipated to be 5-10% more costly than provision of
in-kind assistance).

3.2.5 World Food Programme

The World Food Programme (WFP) is going through a period of change, which, in 2008, will include a
revision of its strategies and policies. Related to this, in recent years, it has been considering the potential
role for cash and vouchers within its operations, within an overarching social protection framework. The
emerging portfolio of cash pilot projects is intended to provide organisational learning necessary for the
review and adoption of related policies that facilitate different approaches to help “protect against shocks
and promote the livelihoods and welfare of poor and vulnerable people’ (Gentilini 2007). Organisational
mandate remains a potentially difficult issue which may either limit or extend the use of cash and vouchers
within WFP. Those favouring the use of cash and vouchers within WFP believe that a broad interpretation
of its mandate (and in particular the term “food aid”) does alow for cash and vouchers to be used to
address food needs.

The DG ECHO-funded SENAC project has been critica in improving needs assessments, and its
comprehensive studies have drawn attention to the potential role for market-based food assistance after
disasters. An increasing humber of WFP assessments now consider not just the scale of food needs, but
how these needs might be addressed. LINK 2 lists recent WFP assessments where the use of cash was
considered, and where the assessment identified cash/voucher interventions as potentially appropriate
response options. However, some assessments still do not explicitly explore different resource transfer
options other than food aid, food for work (particularly EMOP —emergency- assessments).

WFP is taking a cautious approach to its exploration of cash and vouchers, and in 2006 alocated
responsibility to the PDPS’ to establish a cash/voucher learning strategy. A key action was the
establishment of an interim policy directive which set out the parameters for pilot projects (WFP 2007).
The directive sought to “clarify WFP's current policy and practice on cash transfers in its operations’ and
“to establish interim procedures for approving and undertaking pilot projects which may have cash transfer
components’. The directive stated that while cash for non-food assistance lies outside WFP's mandate,
pilots could be useful in “testing and learning from innovative approaches [to food assistance] and
operations which are not among WFP standard programming tools’. Most pilots are implemented within a
recovery (PRRO®) context, rather than within a standard WFP emergency intervention (EMOP®) and are
subject to aceiling of $3 million.

As part of its engagement in learning about cash and voucher transfers, WFP has undertaken a number of
important activities, such as:
a) review of cash and voucher experience to date (Gentilini 2006);
b) convening atechnical meeting on cash and vouchers in emergencies & transition in Addis Ababa,
October 2006 (WFP/ODAN/PDPS 2006);
c) technical meeting: Food Security & Markets, Italy January 2007 (WFP/ODAN/PDPE 2007);
d) establishment of regiona initiative in Southern Africa to explore the use of cash and vouchers in
socia protection (Specia Initiative for Cash and Voucher Programming, SICVP), launched in
South Africain March 2007 (WFP/SICVP 2007). See LINK 3 for more information.

" PDPS—the section within WFP's policy unit which deals with social protection—nhas been given responsibility
for cash transfersin general.

8 Protracted Relief & Recovery Operations

° Emergency Operational Plan
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In terms of expertise, WFP has devel oped capacity in market assessment and feasibility studies, and market
specidists are located at regional level. At HQ, speciaists which have been instrumental in developing
assessment capacity include the emergency needs assessment (ODAN) section and the economic analysis
unit (PDPE). WFP has collaborated with external research organizations and NGOs on key issues.
Important collaborative relationships to date include its relationship with Oxfam in Sri Lanka, when the
secondment of an Oxfam cash project manager enabled WFP to establish and run a pilot cash project as
part of its tsunami response, and collaboration with Michigan State University has been important for
market analysis capacity development.

3.2.6 UNICEF

UNICEF has recently carried out a review of its cash and voucher interventions, as well as those of other
agencies (Jaspars et a 2007). The review identified a number of areas for further UNICEF involvement in
cash programming, as follows.
= Linking the cash transfer component of socia protection programmes with emergency cash
transfers as part of disaster risk reduction programming.
= Cash to improve access to services, either through cash grants or through waivers for healthcare
user fees and/or school fees.
= Cash grants to meet non-food needs such as blankets, cooking utensils, soap and school materials.
= Cash for work on projects requiring unskilled labour, for example as part of the building of clinics
or schools and in water and sanitation projects.
=  Community grantsto support child protection initiatives.
»  Cash grants to households caring for separated or orphaned children.
= Advocacy on the use of cash to partners as an integral component of a human rights-based
approach to programming.

A key cash/voucher initiative with which UNICEF is currently involved is the emerging nationa cash-
based safety net system in Kenya. UNICEF s role is to establish, in collaboration with the government, a
cash transfer programme within the national plan of action for Orphans and other Vulnerable Children
(OVCs). The management team has produced operational guidelines and a operational manual and the
programme is being rolled out incrementally. Phase Il will reach 5,000 households and is supported by
DfID, SIDA and the World Bank, and by 2011 the programme should reach 100,000 households (UNICEF
2007). Managers believe that once a strong system is established, it may be relatively straightforward to
extend the system to cover humanitarian needs where cash-based assistance is deemed appropriate.

3.2.7 Oxfam

Oxfam and two other European NGOs (Save the Children UK and Action Contre La Faim) are members of
an informal network (the European Food Aid/Food Security working group) which monitors emergencies
and advocates for cash and voucher responses to food emergencies, where their own assessments judge
these options to be appropriate. While Oxfam does not have a policy regarding the use of cash and
vouchers, it has issued a number of policy briefs which set out its position on food aid, i.a.:

e Food Aid or Hidden Dumping: Separating Wheat from Chaff (Oxfam 2005a): this study
highlighted the negative implications of inappropriate importation of food aid;

e Making the Case for Cash: Humanitarian Aid Under Scrutiny (Oxfam 2005b): this briefing note
advocated, soon after the tsunami, for cash-based assistance to address food insecurity. “Oxfam is
concerned about the standardisation of [..] food-aid responses and its appropriateness in the current
post-tsunami context. Where food is available, and markets functioning, cash is an appropriate
alternative to food aid.”.

Oxfam's use of cash and vouchers has been most important in its food security/livelihoods sector, where
the cash or voucher transfer is used to address food but also non-food consumption needs. The agency has a
large resource of emergency response staff with strong capacity in both emergency food security analysis
and setting up of cash projects. In addition, it has the advantage of access to considerable private funding
which has enabled it to fund cash and voucher projects where no donor funds were available.

3.2.8 Save the Children

SC’'s area of expertise is child-focused humanitarian and development programmes, and although it has no
policy on cash transfersit issued a position paper outlining implications of cash transfers for children:
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Save the Children: position paper on cash transfers
“Save the Children UK believes cash transfers are an effective strategy to reduce food insecurity and child
mal nutrition, promote livelihoods and transform social relations among households at different points along the
poverty continuum, whether affected by chronic poverty or humanitarian crisis’. (Save the Children 2007)

The release of this position paper was important as it directly challenged notions that in-kind transfers are
always more beneficial than cash for child nutrition (see also Sridhar and Duffield (2007)), and in terms of
intra-household dynamics.

In terms of expertise, Save the Children is known for its strong household economy assessments which help
in the determination of appropriate responses to acute food insecurity. These reports are often used by other
agencies to guide their emergency response, for instance, its Sri Lanka tsunami assessment (O’ Donnell
2005), for instance, was a key influence on WFP Sri Lanka's decision to pilot cash-based emergency
assistance. SC-UK has a pool of humanitarian staff trained in needs assessment who routinely consider
whether a cash/voucher approach would be appropriate to address food insecurity in disaster response.

3.2.9 Mercy Corps

Mercy Corps was the first organization to start cash for work programme in Aceh after the tsunami. Early
on in the recovery, it published a number of papers which set out its position on cash transfers, including a
document entitled “Why cash?’ (see LINK 4). This kind of statement appears to be useful not just to
explain the reasons of a specific action, but also in advocacy directed at donors (government, corporate and
the general public) on the reasoning behind a cash approach.

Mercy Corps Aceh response was strongly influenced by research conducted by the Harvard Business
School (HBS). An HBS researcher headed Mercy Corps' livelihoods recovery programme, and witnessed
the bottlenecks in the provision of commodity-based relief assistance “Most of us come from liberal
democracies’ he wrote. “ .. Why is it that, when disaster strikes and we move in to help, we all suddenly
become Soviet-style central planners? He noted that there was huge potential for recovery within, and close
to, the tsunami-affected populations in Aceh, yet none of the agencies had taken this into account. The
researcher recommended a new paradigm to guide humanitarian response: A strategy of Emergence (Curran
& Leonard 2005). In this paradigm the role for NGOs and their staff changes—from that of centralized
planner and deliverer of resources to “the task of supporting intelligent and motivated action at the village
level”. Cash transfers are a key element of this approach.

3.2.10 CARE

In 2007 CARE published arevised policy on food aid (CARE 2007). CARE's collaboration with university
researchers had examined the US food aid system (see section 3.1.3.1, “Information and Research
influencing food aid policy”, page 7) and had identified a divergence between its principles and goals and
its food aid operations. The relevant parts of this policy document concerned CARE’ s intention to:
e promote local purchase of food where appropriate;
e transition out of monetization of food aid commodities and to advocate to the US government and
PV Os about the negative aspects of this kind of venture, namely: inefficiency (including high
management costs), and potential harm to local markets and producers;
e phase out of USDA programmes which were inconsistent with its position that “food aid should
not be used to enable a donor to establish an unfair commercial advantage and must not create
disincentivesto local production and markets’.

Relevant parts of the policy statement are reproduced in LINK 5. While the position of CARE's HQ in
terms of operational use of cash and vouchers is not clear, its southern Africa regional office is currently
engaged in drawing up cash/voucher guidelines. An important CARE cash/voucher project was
implemented in Aceh, Indonesia after the tsunami (see Meyer 2006).

3.2.11 CRS

CRSiswell known for its use of vouchers as a means of addressing seed insecurity after disasters (e.g. see
Bramel et al 2004 and Bramel and Remington 2007)—using a model which has been well documented, and
adopted by many different organizations. However, its food assistance/food security programmes remain
largely in-kind. Recently, however, CRS has been exploring the use of food vouchers to address food
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insecurity. In Kenya, vouchers were distributed through health facilities to vulnerable groups which could
be exchanged through local traders’ kiosks (duka). The evaluation (CRS/Kenya 2007) found that vouchers
were effective in achieving the objectives and had a number of advantages over in-kind food assistance. It
also highlighted areas for further investigation. In DR Congo CRS tested out provision of cash to returnees
instead of the standard UNICEF NFI kits (Bailey & Walsh 2007).

Recommendationsto DG ECHO:

There is a growing consensus among the key donors and implementing agencies that cash and voucher
interventions should not be treated as fundamentally “different” in key respects than other forms of
resource transfer (e.g. in-kind assistance). It is perhaps because of this view that most organisations do
not have a separate policy on cash and voucher, and instead they consider these as part of their overall
humanitarian response system. Nevertheless, as these approaches represent a departure from what has
been the norm, the specific operational challenges of cash-based programming need to be addressed in
specific guidelines and procedures. An area that has, however, received far less attention is that of human
resources and capacities needed for planning and delivering cash initiatives at large scale.

In terms of policy, DG ECHO has two options available to it:

1. develop aseparate policy on the use of cash and vouchers, or

2. develop an overal policy on al resource transfer options in humanitarian contexts, making cash and
vouchers one part of this policy (and associated operating procedures).

The advantages of opting for development of a single, overall resource transfer policy, are three-fold:

= it is consistent with emerging wisdom that cash and vouchers should be treated as just another
mechanism for helping people access items and services that they lack;

= it alows cash and vouchers to be mainstreamed among DG ECHO’ s other resource transfer options;

= it promotes the practice of enabling the routine comparison of different resource transfer options,
with the analysis considering the key principles of effectiveness, efficiency, beneficiary-first,
accountability and ensuring that it is context-specific, i.e. instead of appearing to promote cash and
voucher as a preferred means of resource transfer.

It is therefore recommended for DG ECHO to consider integrating cash/voucher transfers within a
broader resource transfer policy, in which cash and vouchers are two tools that are underpinned by the
relevant EC/ECHO legal and financia parameters. In doing so, DG ECHO may consider setting
guidance on the type and extent of comparative analysis that partners should provide while
recommending a particular resource transfer method in proposals for funding. This may include issues
such as:

= the nature/cause of the beneficiaries need: is it primarily lack of availability of the commodity
locally, and/or lack of purchasing power?

Market availability at a reasonable price of the item needed for the duration needed;

preference of target beneficiaries (including marginalized and “vulnerable” categories) and traders;
security and risk comparisons,

prospects of price inflation and potential implications for beneficiaries;

capacity to implement at scale and existence of systems for targeting and accountabl e disbursement;
comparative cost of providing assistance (cost-efficiency analysis).

It is important that such requirements for comparing resource transfer choices are made neither overly
complicated nor compulsory with each proposal. The extent and detail of analysis should be based on the
realities of the context and the size of the project funding.

In the immediate term however, DG ECHO is recommended to develop a position paper and guidance
note on cash-based assistance. This should articulate the limits and flexibilities surrounding DG ECHO's
funding of such initiatives. Moreover, it should specify the minimum information, analysis and
operational set-up expected by DG ECHO, ensuring that these are consistent with existing best practices.

3.3 Use and understanding of Cash & Voucher Terminology

Given that cash and vouchers represent relatively new systems of humanitarian assistance, the terminology
adopted by different organisations may differ in some key respects. With the growing use of cash and
vouchers, the humanitarian sector will need to adopt terminology which is clearly defined and understood,
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thus creating a common language for discussing these kinds of programmes. The ICRC/IFRC, in its latest
guidelines, sets out the main classifications for cash and voucher projects. These are included in LINK 6.

The important point to recognize is that each term is indicative of a group of responses, and therefore the
way these get defined can create both restrictions and/or flexibilities. As such, in addition to well-defined
terminology, cash projects can be classified according to the following key elements:
o the objective: what need the assistance is intended to address (or range of needs);
o the conditions attached to receipt (if any): this includes whether people are required to work, to
change behaviour, or to spend the money on basic needs;
o whether cash or vouchers are used (this is important to distinguish as vouchers add an additional
level of control over use of the assistance compared with similar cash transfers);
o whether the assistance goes to individuas, households, or communities. There are a number of
important experiences where cash has been provided to communities to enable them to determine,
design and lead their own recovery.

Recommendation for DG ECHO

The cash and voucher terminology used currently by DG ECHO is defined mainly in the documents
providing legal interpretation concerning the means of resource transfer. As such, these are defined in the
context of legal and financial parameters only, thus not articulating the programming parameters that are
key to both partners and DG ECHO's operational staff, involved respectively in project design and its
review/approval. Moreover, the legal documents do not currently contain any definition of various
methods of voucher-based resource transfers.

With the expected expansion in the types of cash initiatives—allowed under the latest interpretations of
EC's financia rules—it is recommended that DG ECHO develops its own set of terminologies for both
cash and voucher initiatives. In doing so, it should ensure that these clearly reflect the programming
perspective, thus differentiating between management terminology (legal/financial) and the aspects key
to cash and voucher programmes. These should therefore be aimed at enabling both partners and DG
ECHO operations to think through and explore the key programming dimensions for which a variety of
cash and voucher initiatives may be considered/funded. A clear set of terminology will aso be
fundamental to a resource transfer policy involving cash and vouchers.

3.4 Context Monitoring to guide broad strategic planning

A common challenge for decision-makers and donors is that of developing simple systems that indicate
when conditions may be conducive to cash and voucher approaches (or when further in-depth exploration is
necessary).

Context monitoring (or environmental scanning) is the process whereby decision-makers routinely monitor
key environmental indicators to guide them in broad strategic planning (e.g. when to open/close
programmes, when to move from “emergency” mode to “recovery” etc.). A number of basic indicators are
presented below which could be regularly scanned in order to keep decision-makers informed when a
cash/voucher intervention might be appropriate.

1. Changing/different needs of the affected populations: out of al population needs, identification of

those that could possibly be better met through cash/vouchers (i.e. needs resulting from loss of income,

rather than reduced market availability).

Security situation and population movement.

Availability of goodsin central and local markets.

Beneficiary preference: agencies should endeavour to consult beneficiaries and ask them which type of

transfer they would prefer. See section 3.5.5.2, page 22, which discusses the difficulty of collecting

valid and reliable answers to this question.

5. Cost-efficiency: might cash and vouchers be more cost-efficient than in-kind assistance?

6. Changes in resource transfer policy and pattern of government, donors and implementers in the given
local/country context.

pPWN

Monitoring and reporting on these indicators would enhance the ability of decision makers to make
informed and timely judgement on where a cash/voucher approach may be appropriate or whether more in-
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depth and specialist information is needed. Where indicators point to a highly conducive environment for a
cash/voucher approach (i.e. low-risk), interventions could be designed without further need for complex
market analysis. Implementers and donors may decide to use different set of indicators to monitor
(environment) in different contexts. However, it is quite important to keep these indicators easy to use,
periodically monitored and reported on. These indicators must not be viewed or used as substitutes to
detailed assessments.

Recommendation to DG ECHO

Together with a general resource transfer policy, DG ECHO should consider developing both capacity
and systems to routinely monitor environmental context indicators which can provide timely indication
of when cash and vouchers may be appropriate. This would not only be useful in the drawing up of
each country’s Global Plan, but this should also allow DG ECHO to make an informed decision on the
extent and nature of assessment that it would expect from partners in a given context. In this regard,
systematic collaboration is recommended between DG ECHO (Desk, TA and the RSO) with
operational agencies specialising in needs/market assessment (such as Oxfam, SCUK, WFP, FAO),
and information systems (such as FEWS-Net, food security information systems and government and
university agricultural economics departments).

3.5 Situation Analysis, Needs Assessment and Planning of Cash and
Voucher Programmes

This section deal s with the preliminary phases of the programme cycle. The specific areas covered are;

analytical capacity required;

assessing the broad effects of the disaster;

assessing needs (impact of the disaster on the population);
response analysis (market assessment, feasibility studies);
response planning.

agkrowbdpE

The ICRC/IFRC cash transfer guidelines (page 19) outline the different forms that assessments may take,
depending on the need: rapid, detailed, or continuous.

3.5.1 Capacities for Analysis and Assessment

The most 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
reference in terms of the capacity needs in this regard. However, the ICRC/IFRC cash transfer guidelines
suggest an ideal composition (in terms of competencies) of an assessment team (see Box 1 below) for Red
Cross assessments. The appropriate composition needs to be decided on a case-by-case basis.

Box 1: Multi-disciplinary Assessment Team: Skills’knowledge required

Knowledge of the affected population

Emergency food security and livelihoods assessment skills
Market analysis skills

Programme design and management skills
Finance/administration knowledge

An understanding of cash programming

(Source: ICRC/IFRC guidelines, page 19)

3.5.2 Broad Analysis of the effects of the disaster

The first step in the assessment process is the identification of the type of disaster that has occurred. While
this may seem obvious, it is an important preliminary stage of thinking that is sometimes not clearly
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articulated. Examining the broad effects of the disaster on producers, consumers and markets should
highlight the kind of response options that the decision makers need to consider. This exercise should also
flag up key assumptions about appropriate responses.

The WFP EFSA handbook (EFSA Annexe Al, pages 353-358) includes a list of tables which identify
typical effects for a comprehensive range of disasters. An excerpt is reproduced in the table below.

Table 3: Typical Effects of Different Types of Disaster
(excerpt from WFP EFSA handbook) *°

Al1.3 Flash flood or tsunami
Food availability Probably little effect on availability (localized losses only in affected valleys or coastal belt)
and markets unless salinization occurs.

Possible short-term, localized disruption of markets and transport.

Household food Loss of households’ crops, food stocks, livestock and productive assets.
access Loss of employment in damaged businesses.
Reduced local social network transfers.

Al.6 Volcanic eruption

Food availability Localized reduction of crop production due to lava cover and pollution of soil.
and markets Possible short-term, localized disruption of markets and transport.
Household food Loss of employment in damaged businesses.

access Temporary work in rebuilding.

Localized loss of household productive assets.
Reduction in local social network transfers.

The above two tables have been selected here for illustration because they highlight the impact on markets
of two types of disaster where cash transfers could play (and have played) an important part of emergency
recovery. The volcanic eruption in Goma was one example where, if this kind of quick analysis had been
attempted by sectoral coordination teams, it might have prevented a large-scale but unnecessary and
inefficient supply of imported items to the urban population - which basically needed cash (see Sesnan
(2004)).

Harvey (2007) uses a two-way matrix to present a range of disaster typologies and implications for cash
interventions. Thisis presented in LINK 7.

Categorizing disasters in terms of their impact tendencies (and implications for cash) is extremely useful to
help agencies home in on the key issues to look at during the assessment analysis, and the likely effects that
they might expect from the disaster. However, these tables should be seen as guides only, as each disaster is
different. The context and situation-specific anaysis (following structures such as these) could provide
valuable and essential first steps during the initial days of an emergency assessment.

A key point when collecting information and doing analysis is to remember that each disaster affects
different areas and the populations within these areas in different ways. As such, drawing parallels with
another similar situation to prejudge feasibility of aresource transfer method (including cash and vouchers)
should be avoided. In doing so, the analysis should look at the broader picture:

o thedirectly affected areg;

e theareas which normally supply key food and non-food items to the affected area; and

o theareas which are normally supplied by the affected area.

Two of the most challenging aspects of the assessment phase are: a) the assessment of needs; and b) the
market analysis required to determine whether cash, vouchers and/or in-kind assistance would be efficient
and effective in addressing needs. These two elements are discussed in more detail below:

19 \WFP's revised draft of the EFSA manual includes a shorter table incorporating these main issues (see LINK
8). The original format is presented here as it distinguishes clearly between food availability and markets and
household access to food—an important distinction for assessments.
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3.5.3 Needs Assessment (impact on the population)

The next stage in the planning phase is the collection of more in-depth data concerning the impact of
disaster on the population (change in asset levels, food sources, income and expenditure) and on local
markets and those supplying them. These food security/livelihoods assessments are necessary to guide the
short and medium-term response strategy after the disaster.

A number of agencies have developed tools for assessing the general humanitarian situation and as well as
identifying whether there is potential for use of cash or vouchers. Some agencies, such as WFP and SC-
UK have published guidelines for potential users on these methodologies. WFP's EFSA guidelines are a
comprehensive resource for food security assessments and Save the Children’s Household Economy
Analysis guidelines are broader, covering assessment of impact of the disaster on households' livelihoods.
Both approaches share a similar conceptua framework, but use different methodologies to collect and
analyse the information.

The Household Economy Approach is the favoured methodology for a number of international agencies, as
well as an integral component of a number of early warning systems (e.g. Somalia, Ethiopia, Maawi). It is
a key feature which is needed for use of the IPC tool™. In addition, FEWS-Net has developed livelihoods
zone profiles using the HEA framework at national level for a number of countries worldwide™. The
approach is described in detail in two sets of guidelines (one for decision-makers and one for technical
experts) currently in production under the RHV P programme in Southern Africa.

The following studies are good examples of emergency assessment using the above mentioned
methodol ogy:

e Rapid livelihoods assessment report concerning the impact of the earthquake on livelihoods in
Muzaffarabad and Bagh districts of Azad Jammu and Kashmir, Pakistan. The assessment (which
included visits to 17 camps and villages in two districts, was undertaken and the report finalized in
less than three weeks. The report gives a rich description of pre- and post-earthquake livelihoods
and markets, and the information clearly points to the need for cash-based relief to be brought in to
complement the in-kind assistance and to strengthen the market system which had been disrupted
by the disaster as well as by the in-kind response.

e Household Economy Analysis, Turkana, Northern Kenya. This is an example of in-depth
household economy assessment which involved the training a team of local researchers, thus
allowing for more areas to be covered with greater detail and confidence than a rapid assessment.
The HEA study complemented a market study (De Matteis 2006) (commissioned to assess whether
a cash-based humanitarian approach was feasible).

The World Food Programme's EFSA method incorporates the essential elements of the household
economy framework, but takes a more quantitative approach. Such a quantitative approach can have the
advantage of getting a better understanding of the extent of a problem (e.g. the size of the food insecure
population). The information is generally applicable over alarger area and may include multiple livelihood
Zones.

Reports which illustrate WFP' s assessment approach include the following.

e Sudan: emergency food security and nutrition assessment in Darfur. This assessment was carried
out in September 2006 and covered three provinces (South, West and North Darfur), surveying
over 2,000 households. It is a good example of a comprehensive study involving three UN
agencies and their technical experts. The team considered the potential for cash transfers but as
security conditions precluded large-scale cash transfers, the team recommended only small cash
grants, complementary to food aid rations, and/or vouchers to help households access education,
health, fresh food, firewood, clothes.

e East Timor: Dili Emergency Food Security Assessment, September 2007. This is a good example
of an EFSA which looks at both livelihoods and market functioning, using a quantitative survey
approach. This report recommended both food and cash interventions.

" The Integrated Phase Classification is a tool which helps decision-makers identify the humanitarian phase of a
given population. Key to this classification system is access to livelihoods information and analysis which
explains how the current situation differs from “normal”.

2 (e.g. Malawi: http://www.fews.net/livelihoods/files/mw/profiling.pdf)
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3.5.4 Response Analysis (including market assessment)

3.5.4.1 Assessment Options

Market assessments are required prior to designing any intervention (cash/voucher or in-kind), but the
degree of detail and depth that is needed varies considerably. At one extreme, market assessment might
entail just making a quick market survey to seeif goods are available at an affordable price, and at the other
extreme market assessment might entail econometric modelling. What is currently a challenge for most
organizations is knowing when to use a“comprehensive’ approach to market assessment (using specialised
staff such as agricultural economists), and when it makes more sense to take a quicker, “lighter” approach,
using staff with general livelihoods skills who would be capable of using a “common-sense” approach to
market assessment™. As few organizations have market economists working within their assessment teams,
and as it would be difficult to access such staff for emergency assessments, a number of agencies have
started to develop market-assessment approaches which are usable by their own staff.

3.5.4.2 Market assessment

WFP has market experts at regional level. Its EFSA guidelines go into some detail for market assessment,
enabling food security experts to collect and analyse the required data. Oxfam and Save the Children have
no agricultural economists on staff and access this kind of expertise through consultancies.

Examples of good market assessments include the following.

e Market Functioning in Turkhana, 2006, for Oxfam Kenya (de Matteis 2006). This was an example
of a comprehensive market assessment, using econometric analysis to identify whether traders
would respond to a cash injection. This level of complexity was seen to be appropriate to the
marginal environment: North East Kenya has weak markets and food aid has become a standard
(but ineffective) response to chronic poverty.

e Feashility Study for Cash Transfers in Swaziland: an analysis of Market Functioning, 2007, for
Save the Children Swaziland (de Matteis 2007). This study was commissioned because Save the
Children’s household economy assessment identified cash as a potentia option. However, the
complexities of the regional market system prompted the decision to hire an agricultural economist
for the study.

o A study of appropriateness and feasibility of cash response options, 2006, for WFP Malawi
(WFP/SICVP 2007). This collaboration—between WFP's ODAN and PDPE (Economic Analysis
Unit)—included a quantitative food security/livelihoods analysis and market study combined, plus
an investigation of key aspects for different options.

The market assessment tools being currently developed by Oxfam present a three-step process looking at
different elements of markets. After assessing the scale of needs resulting from the disaster, the market
assessment looks at:

e Step 1. determine which market systems are the most essential ones to assess and analyse;

e Step 2: examine how the market system identified in step 1 will respond to increased demand and

purchasing power (if a cash transfer is used to address needs?);

o Step 3: explore market support options to strengthen the ability of markets to respond.
This assessment methodology represents an important tool for NGOs as it links livelihoods assessment
methodologies with key market assessment tools. Moreover, it takes into account the reality of NGO
capacity parameters (i.e. lack of agricultural economists), and importantly, it addresses the current lack of
standardized market assessment guidelines for rapid assessments of sudden-onset emergencies. It is also the
first tool that looks in a comprehensive way at market development as a response option. The next phase of
the work involves the testing of this methodology during a “real” emergency, before making the
methodol ogy available to the humanitarian community.

3.5.4.3 Decision-making tools

Once the livelihoods and market analysis has been carried out, the next task is to decide whether cash or
vouchers might be appropriate, or ideally: what kind of transfer approach is most appropriate? There are a
number of tools developed to help managers identify the key questions that need to be asked in order to

3 This term was coined by a researcher from the Michigan State University in a paper for WFP discussing
market assessment approaches.
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make a decision on which form of resource transfer is most appropriate. The following are some key
examples.

Oxfam decision tree (Creti & Jaspars 2005)

This algorithm, featured on page 22 of Oxfam’s cash transfer guidelines, provides a structure for analysing
which type of assistance is most appropriate for the given context. It is used in conjunction with a set of
guestions and other tools about market functioning.

CARE market analysisand decision treetool (Barrett et al 2007)

This tool was designed to support the decision over whether to provide cash, local purchase and/or
imported food aid. The tool draws attention to the fact that local purchase may be appropriate in situations
different from those where cash and imported food are most appropriate. It asks two basic questions: (1)
are local food markets functioning well? (If yes, “provide cash transfers or jobs to targeted recipients, not
food aid; if No, ask: (2) Is there sufficient food available nearby to fill the gap? If Yes, “provide food aid
based on loca purchases/triangular transactions; If No, “provide food aid based on transoceanic
shipments’. This model does not explore the use of market development as a way to ensure that these are
capable of responding to the increased purchasing power, as mentioned in Oxfam’s decision tree tool and
included its forthcoming market assessment guidelines. The authors point out that there are no set answers,
and much depends on the initiative of the assessor: “the decision tree tool, together with the various other
considerations raised here, equips Country Office staff with a set of detailed response analysis tools to
make a reasonabl e determination about the appropriate intervention in afood security crisis.” (Barrett et al,
2007, page 28).

ICRC/IFRC

The ICRC/IFRC guidelines (page 27) include an algorithm which offers the decision-makers a structure to
guide their decision on whether cash transfers are appropriate, and if so, what form they should take. Such
tools are useful in that they articulate the organization’s policy, and guide staff on decision-making within
the organization’s policy parameters.

The ICRC/IFRC tool suggests that for the Red Cross the default option is unconditional cash transfers.
These are appropriate IF...:

= jtems people need are on the market but people are unable to purchase them;

= therisk of inflation islow;

= security is deemed acceptable...
... EXCEPT in the circumstances indicated in the next boxes. These circumstances cover conditions
(specified in the figure) where other forms of cash-based assi stance would be most appropriate:

= conditional cash transfers;

= cash for work;
= social assistance cash transfers;
= vouchers.

(see LINK 9 where the diagram is reproduced).

WFP
WFP's EFSA handbook has a number of toolsto help determine the most appropriate response. Annexe B5
of the handbook is atool which identifies, for different response options, when these might be appropriate.
Researchers from Michigan State University (MSU) who have been working with WFP to improve market
assessment tools have suggested a reworking of this table to include slightly different questions. LINK 10
of this report presents an example from MSU (Donovan et al 2007) of how this analysis might look for cash
transfers. For each response option, the MSU researchers argue, the assessment should consider:
o whenisthis (the chosen option) a good idea from a markets perspective? (“When may it be
appropriate?’)
e Whenisthis (the chosen option) a bad idea?
e Repercussions and severity of its potential impact on markets if option chosen in spite of “bad
idea’ conditions.
e Information required to establish appropriateness of response option.

3.5.5 Other considerations in analysing feasibility

In addition to the needs assessment and market assessment approaches, agencies may need to build into
feasibility studies other important questions concerning:
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3.5.5.1 Cost-efficiency

Few agencies have attempted to compare cost-efficiency of different options at the planning stage, although
some agencies have assessed or compared cost-efficiency after the fact. One example is given in WFP's
feasibility study for Malawi. No guidelines are available which explain the way cost-efficiency can be
projected prior to implementation. There is an obvious problem with comparing cost-efficiency: the
comparison depends on a reliable estimate of the projected price of local cereds, which is extremely
difficult at the early stages of emergency response planning. If this price is an over-estimation, then it will
reduce the cost-efficiency of cash transfers relative to the real value. Guidance on analysing the relative
cost-efficiency of different types of intervention are currently lacking.

3.5.5.2 Determining Beneficiary Preference

Most agencies routinely consult target beneficiaries as to what they would prefer, but some have found this
to be an extremely problematic question, as responses are heavily influenced by @) what they think the
guestioner wants to hear; b) what they have prior experience of; ¢) their knowledge and trust in the agency
to deliver (often an unknown quantity); d) their knowledge (if any) of the extent of market development
activities that the agency plans to undertake. The key issue is to make sure that the choice is an informed
one. Some agencies systematically gather information from target groups during their discussions as thisis
often useful in terms of knowledge about how the market functions, the social systems—issues which are
key considerationsin the choice of resource transfer type and the project design.

3.56.5.3 Risk Analysis

Risk analysis is a critical activity for any type of resource transfer in unstable, insecure, or remote
environments. The best example was drawn up by Oxfam Kenya for its Wagjir cash transfer programme
through an inclusive process. It was used to guide the development of standard operating procedures for the
cash transfer. The analysisincluded threat analysis and analysis of the threshold of acceptable risk.

There are many other examples of good risk management systems developed and used by operational field
teams. However, there are currently no standard tools (used by all) for assessing risks to cash-based
planning and many of the tools do not consider all risks. Security risk, and the risk of misuse and extortion
etc. are most often considered by the organisations. Horn Relief’s manual includes also other important
risks such as identify theft, women losing control of the cash transfer, disgruntled non-beneficiaries (LINK
11). An area that requires greater attention and further understanding is that of identifying risk of inflation
not only at the design stage, but throughout the project cycle.

The following are the examples of the approaches to risk analysis used by some of the organisations
leading cash-based initiatives and research.

SDC cash workbook sees risk analysis as an important way to formalise the identification of threats to the
planned project, and the selection of mitigation measures. It considers preliminary risk analysis (as part of
assessment) to be just the beginning of a process that—depending on the risk and security context—may
need to monitor the threats and make necessary adjustments during the entire project cycle. The section in
the SDC cash workbook that deals with risk focuses mainly on the process for risk analysis, envisaging a
close HQ and field interaction. In this model, instead of providing a standard set of criteria for regular risk
analysis, these are instead specified by HQ staff on a case-by-case basis, which is subsequently validated
by the assessment team.

For Oxfam, risk and security analysis is an integral part of assessing the appropriateness of a cash
intervention. The key elements listed in the Oxfam cash transfer guidelines focus on security (page 25), and
risk of inflation is mentioned at the design stage.

ICRC/IFRC Similar to Oxfam’s approach, for ICRC/IFRC the risk and security analysis is part of their
regular process for assessing the appropriateness of cash intervention. In addition to this, Table 4, pages 23-
24 of the guidelines (reproduced in LINK 12) provides a useful checklist for “contra-indications’ for cash
transfers. The table is set up along the lines of agency’s position on “cash-first” approach. Based on this
position, it uses a system of contra-indications to confirm that there would be no major risks with
programming cash, and these could be incorporated into a risk management framework for the project and
expanded to include all risks.
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Further areas of risks that are not explicitly mentioned in available guidelines (or which need further
exploration) are:

» risks of inflation for key commodities (particularly staple food). Agencies need to establish
stronger systems for monitoring and interpreting market price information, and to articulate
possible contingency action in case of excessive price increase);

» risksof cash to staff and office safety;

= risksof cash to beneficiary safety;

» determination of the levels of acceptable risksi.e. beyond which a cash project could be terminated
or changed into in-kind assistance™;

= risks involving field-based procedures and systems for cash transfer, safekeeping, and
disbursement to targeted beneficiaries. (see section on project implementation for more details)

See also the reference to risk monitoring in this report, section 3.7.2.4, page 35.

3.5.5.4 Minimum conditions for cash transfers

The ICRC/IFRC guidelines provide a list which is useful as a summary of all the minimum conditions that
need to be met prior to selection of a cash option (see LINK 13).

3.5.6 Response Planning

Key issues to consider here are the core elements of a standard project log frame: goals, objectives,
activities, risks and assumptions (relating to cash transfer as well as operational environment) with SMART
indicators and means of verification which outline how the agency will monitor progress and impact.
Issues that are of particular relevance to cash and voucher transfers include the following.

3.5.6.1 Setting the value of the assistance

The ICRC/IFRC guidelines include a table outlining the issues that need to be taken into account for
different types of transfer. A general requirement is that agencies need to have a good idea of what the
post-disaster costs of living are (what is the cost of a“household food and non-food basket”, including the
cost of basic services if fees are levied). A basic point to remember is that cash transfers have potentia to
address multiple needs at one time. Setting the vaue in line with the former food relief ration, for example,
is not appropriate if the cash transfer is expected to be used for expenditure on items other than food and in
addition to food. Household budget surveys are relatively quick and easy to do after a disaster (variation in
spending is often extremely limited due to hardship), but they need to take into account that what people
are currently buying is not likely to reflect the full extent of what they really need, so agencies need to be
able to estimate the cost of their pre-disaster minimum requirements and the cost of a minimum basket at
current prices. The other part of the equation to factor in is the amount of resources that households have at
their disposal (to avoid undermining coping strategies). See ICRC/IFRC table 5 page 30 and 31, and
Household Economy studies undertaken by Save the Children, such as O’ Donnell (2005).

Sometimes agencies plan to adjust the value provided in line with local market prices. The IRCR/IFRC
guidelines discuss the implications of fluctuating payments, (ICRC/IFRC page 29). See also section 3.5.5.3
(which listsinflation as one element of Risk Analysis), page 22.

Agencies might also have to decide which currency to use (if there is a choice between aloca currency
and a foreign currency). In Somalia the agencies had the option of transferring local currency (Somali
shillings/Somaliland shillings) or US dollars. Understanding money markets is essentia in such
environments as negative distortions to the exchange rate caused by a cash transfer would impact
negatively on non-beneficiaries as well as beneficiaries. This issue was discussed in the evaluation of a
number of agencies cash transfers in Somalia—the evaluation team noted no negative impact on the
exchange rate and examined why this might have been so (Mgjid et a (2007), page 57).

3.5.6.2 Vouchers and fairs

The use of vouchers and fairs bring advantages to some kinds of programmes in some contexts, but in
others they may be an unnecessary complication that dilutes the advantages of a market-based approach.
Agencies suggest thinking through some important questions.

14 Oxfam Kenya srisk analysis for Wagjir cash transfer programme. This document is confidential.
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e What advantages and disadvantages would the use of vouchers have for beneficiaries, for traders,
and for the implementing agency?

e What other market development options might be more effective?

e |If vouchers are selected, what is the best mechanism for disbursing them? Direct to beneficiaries,
in combination with a fair aimed at bringing together consumers (with the vouchers) and local
producers? Or through regular small traders? (see CRS 2007).

e What is the additiona cost of a fair (time, money) and are there important considerations which
justify the additional cost (e.g. quality, social mobilization)? What distance would beneficiaries
have to travel and would it be worth them? Should additional funds be provided to cover transport
costs associated with reaching the fair?

The ICRC/IFRC guidelines include a detailed guidance sheet on vouchers (page 75-79) that helps agencies
think through the key issues. CRS is one of the leading specialist agencies for seed voucher fairs (see
Bramel and Remington (2007)).

3.5.6.3 Conditions associated with the assistance

ICRC/IFRC consider unconditional cash transfers to be the “default” form of assistance, and that other
components should be added only where appropriate. A work component might be advantageous but it
might also disadvantage some households in the target group (see areview of the Ethiopia PNSP that found
that labour scarce households fared worse than those with labour and as well as those with no labour at all
(RHVP 2007)).

3.5.7 Planning for withdrawal: Exit Strategies and LRRD.

Exit strategies are important for cash transfers just as they are for in-kind assistance. The ICRC/IFRC
guidelines provide a checklist for planning withdrawal (see LINK 14) and summarize the issue as follows:

“Withdrawal/exit strategies are designed for the moment when programme objectives are
achieved and/or the capacity has been created for others to take over”. ICRC/IFRC (2007).

Exit Strategies require clear definition of objectives and the timeframe right at the initial planning stages.
The four most important objectives of designing exit strategies are: @) ensuring sustainability of the
programme achievements after it is terminated, b) bringing programme to a financia/administrative
closure; ¢) ensuring that households who remain at risk after the genera population has recovered are
“handed over” to safety nets where these exist; and d) avoiding over-extending humanitarian approaches
where devel opment programmes would be more appropriate.

Setting realistic exit strategy objectives for cash-based humanitarian initiatives (when the funding cycle is
short), is an important area for which no standards exist, and therefore is currently subject to mutual
agreement between implementers and their donors.

3.5.7.1 Contingency Planning.

Similar to in-kind assistance, cash transfer projects also have to deal with a number of variables that may
either not be fully understood at the time of assessment/planning or these may change during the course of
project implementation. In both cases, organisations and donors need to have flexibilities built into their
planning and funding in the form of contingencies.

Current research and guidelines governing the use of cash in humanitarian context do not provide insight
into the relevance of contingency planning. The aspect that is regularly highlighted at assessment and
evaluation stage is the potential for price inflation. However, few examples of contingency planning around
different price scenarios exist. Whereas in-kind assistance means that implementing organisations and the
donor absorb any rise in prices, in the case of cash initiatives, price inflation could result in reduced
purchasing power for beneficiaries. To deal with this, organisations have taken a two-pronged approach.

One — market analysis provides a reasonable estimate of likely price rises; the capacity of the

market to respond to the anticipated additional demand is assessed; and the normal rate of inflation
is compared to current price trendsin the project country/area.
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Two — defining clear policies for dealing with the potential for inflation and setting limits for
“acceptable” price increases and contingency planning when this price is exceeded. Different
organisations have adopted different approaches, each with it own limits and advantages.

The following are some examples of contingency plans in the event of inflation.

» Adjusting each cash transfer instalment in line with inflation. This protects beneficiaries against the
impact of inflation, but requires much effort in terms of beneficiary sensitisation about changes in cash
value etc. (the approach used by Concern in Malawi (Concern Worldwide 2006b)).

» Establishing the limits for acceptable increase and duration of inflation, after which the assistance
would either be entirely reverted to in-kind or appropriate mix of cash, voucher and in-kind (this was a
feature of Save the Children’s contingency planning in Ethiopia-see Adams & Kabede 2005).

= Avoiding cash projects in areas with high inflation. This is the policy of SDC. Other agencies,
however, have dealt with this issue by using vouchers and making regular adjustments to the voucher
value (e.g. Oxfam in Zimbabwe—see Oxfam 2007).

It is possible that agencies may have over-estimated the risk of inflation and responded with in-kind
assistance due to an assumption that traders will be unable to respond. At the same time, agencies have
become aware that while in most cases traders will “play fair”, in others they may try to exploit a situation
where they have a“ captive market”. However, while organizations have tended to over-estimate the risk of
inflation, the systems for monitoring prices against predictions are not apparent in many projects. These
systems need to be improved and clear policies established for dealing with inflation if and when it occurs.

The design document for WV I’ s cash transfer pilot in Lesotho includes a section on contingency plans for a
number of events. These include:
= change in the price of staple food (as compared to October 2007 prices). Contingency actions are
suggested for different scenarios (different levels of price increase as well as a decrease in price).
Contingency options included: taking no action, increasing the cash transfer by different amounts
(relative to the observed price increase), and modifying the programme based on consultations
with beneficiaries (potentially switching to food);
= distribution points targeted for robbery. Contingency options in this case might include discussing
improvements to the system with the cash transfer agent, and suspension of the programme.

The contingency planning process requires sound analysis. It is important that it is periodically revisited
and if necessary some indicators may need revision as the agency’ s understanding of the situation develops.

Recommendation for DG ECHO:

DG ECHO has provided strong support to initiatives which aim to strengthen information collection and
analysis. Thisincludes:

» post-disaster needs assessment and market analysis (WFP/SENAC EFSA, rapid HEA studies);

» pre-disaster household economy and market studies which are extremely useful in order to improve the
planning of potential response options to the most likely disasters. DG ECHO should set aside funds
(and communicate the availability of these funds to partners) for disaster preparedness studies which
incorporate household economy analysis, market baselines and scenario planning for the most likely
risks. The work that FEWS-Net has been involved in (developing national livelihood zone profiles,
maps and summaries) could be extended if more funding was available for this valuable, but under-
funded work. Addition of national and regional baseline market analysis would strengthen this
information set further.

Given cost, capacity and time implications of undertaking needs and/or market assessment, DG ECHO
should issue guidelines on the detail and type of analysis to be provided by the partners with cash
proposals, ensuring that these are consistent with the size, urgency, and complexities of the project and its
environment. In doing so, DG ECHO may encourage partners to use secondary data from assessments
(mentioned above) that it may aready be funding in agiven area.

With project proposals, the applicant organisation to be required to provide a brief analysis linking the
findings of the assessment to project design, and articulating the comparative risks and advantages of the
resource transfer method being recommended. This should provide DG ECHO decision makers with a
simple but effective basis for making judgements on the appropriateness of design and resource transfer
choices.
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DG ECHO should issue simple user-friendly guidelines concerning cost-efficiency calculations that it
expects partners to provide in support of resource transfer method being proposed i.e. compared to other
options.

DG ECHO should articulate its requirements in-terms of assessments and risk/security analysis related to
different methods of resource transfers and contexts; for example, use of unconditional cash in an area with
no formal banking services etc.

DG ECHO should require partners to routinely monitor market prices in cash and voucher projects. This
would involve plotting anticipated prices for staple foods where relevant and comparing these on a monthly
or weekly basis with actua prices as they occur. Agreed threshold prices which, when exceeded, will
trigger contingency action, need to be established prior to the project start.

In the case of cash-based initiatives, DG ECHO should articulate its policy, position and funding
flexibilities/limits in response to inflation under two circumstances:

= when anticipated i.e. market assessments indicate these as a possibility at the planning stage;

= when not anticipated by market assessments but occurs during implementation.

3.6 Implementation

This section reviews best practice for key implementation issues in cash and voucher projects. A humber of
organizations have documented these issues in dedicated guidelines (OXFAM, ICRC/IFRC, SDC, and
(most recently) ACF and Horn Relief. However, most of the instruments and methods outlined in these
guidelines are quite new and remain subject to further testing and validation.

3.6.1 Targeting

Resource transfer programmes can be provided to all households in a population (known as a “blanket”
transfer) or they may be provided to a sub-section of a population deemed to be most in need of the
resource to be provided, known as a “targeted” transfer. Targeting here refers to the process whereby the
agency identifies those who fit the criteria identified in the needs assessment as being in need, registers
them, and ensures that the assistance reaches them.

This section looks at examples of best practice in terms of identifying and registering beneficiaries. The
accuracy of correctly identifying and reaching the most vulnerable beneficiaries hinges on the three
fundamental pre-requisites:
o the accuracy of geographical determination of needs (identifying the areas most in need) (see
Assessments sections 3.5.2 and 3.5.3, pages 17 and 19;
e theaccuracy of beneficiary needs assessment and situation analysis (see Assessments section);
o theclarity, accuracy and appropriateness of beneficiary targeting criteria (see 3.5.3).

Most organizations identify targeting criteria using the analysis provided during the assessment of need.
Assessments which analyse the impact of the disaster on different types of households (differentiated by
socio-economic status) are most likely to be able to define clearly the essential criteria describing
vulnerability. While most agencies often categorize vulnerability using standard social or biological
classification systems (e.g. “widow” or “pregnant and lactating women” the addition of economic criteriais
essential to be able to identify the poorest within the general population. An example of this kind of
analysis is given in LINK 15 and LINK 16. These rapid assessments (carried out for Save the Children)
identified how different socio-economic and occupation groups had been affected by the disaster, and
implications for targeting.

There are two basic systems for identification of beneficiaries. The choice of which to use depends on two
fundamental issues:
¢ who should be involved in establishing the criteria and identification of beneficiaries?
e How to ensure that recipients and other key stakeholders understand the targeting mechanism and
requirements?
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The ICRC/IFRC cash guidelines (2007) provide a useful matrix which explains the two main types of
targeting (community-based and administrative), showing methodological variations within these two main
approaches. The matrix also lists possible risks (see LINK 17).

3.6.1.1 Community-based Targeting

Many agencies favour the system of using community-based relief committees for targeting and monitoring
of cash beneficiaries. These committees are expected to represent al sub-groups within affected
populations, so they must be gender-balanced and represent all livelihood, socio-economic, religious, and
ethnic groups. This system envisages committee members being accountable to the community, and subject
to election (and removal) by the community. The approach has extremely positive outcomes where it is
used well (e.g. the cash distribution provided by several agencies to drought-affected pastoralists in
Northern Somalia in 2004 (Narbeth 2005). However, this approach is challenging to use in situations of
population displacement where social systems may have been disrupted. The choice of targeting system
continues to be driven by two fundamental factors: the implementing organisation’s policy on involving the
community and local authorities, and the limitations and opportunities presented by different operational
contexts.

Where an organization has strong knowledge of the affected population, such participatory methods for
registering those in need have been shown to be extremely effective. Horn Relief’s Inclusive Community
Based Targeting (ICBT) is an approach that works well in Somalia, but a core element of its success relates
to the high quality of the Horn Relief programme approach. If managed well, community based targeting
can be extremely efficient in tackling the tricky task of identifying who is most in need, and in minimizing
inclusion and exclusion errors. The box below summarizes the approach, and the forthcoming Horn Relief
guidelines (Horn Relief 2007) explain in more detail how the (inclusive) Village Relief Committees (VRC)
are formed, as well as the nature of their role. The guidelines cover community mobilization that precedes
the establishment of these committees. The guidelines emphasize that “it is important that project staff do
not expect the VRCs to do their jobs in terms of strengthening accountability to beneficiaries’.

Box 2: Horn Rélief’s Inclusive Community-Based Tar geting

The Inclusive Community-Based Targeting (ICBT) approach was initially developed by Horn Relief in 2003 to
ensure proper targeting when using a cash-based response to emergencies. This approach has since proven
highly effective. For example, an external post-distribution monitoring survey conducted by OCHA of one of
Horn Relief’ s cash-based projects using the ICBT approach indicated that 97% of the targeted beneficiaries were
in fact the most vulnerable in the community. The ICBT emphasizes transparency, empowerment, gender
awareness, and community participation as key principles of effective targeting.

Source: Horn Relief (2007)

The use of ICBT in Somaliais an effective way of targeting vulnerable households with outside resources
in the Somali context.

3.6.1.2 Administrative targeting

SDC generally uses administrative targeting systems where possible—encouraging government to
undertake its mandated responsibilities and supporting them where needed. In other cases relief committees
are elected but with representation from government. SDC’ s DVD (SDC 2004) about its cash operationsin
Moldova explains the way this system actually worked. Its use of administrative structures is aso
documented in its internal review and evaluation of its Aceh cash for host transfer. Helvetas in Sri Lanka
used administrative structures to register host families. However, because of perceived limitations with
administrative targeting, the agency brought in an outside organization to monitor targeting, and it brought
in a human rights organization to register beneficiaries for a subsegquent livelihoods intervention (Adams
2006).

3.6.1.3 Strategies to limit inclusion and exclusion errors

A growing body of literature acknowledges that even the best of the targeting mechanisms suffer from
inclusion errors (people who don’t fulfil the criteria receiving assistance) and exclusion errors (people who
fit the criteria not receiving assistance). These factors could, to some extent, be addressed through, for
example, a system of detailed household level vulnerability assessments and rigorous beneficiary
monitoring. However, the cost would need to be weighed against the return. General consensus is that
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attention to minimizing exclusion errors is more important in humanitarian interventions to ensure that the
most vulnerable do not miss out on essential assistance.

To address the possible shortcomings of the registration process, ICRC recommends the following steps to
prepare beneficiaries for registration. “ One day before registration begins, display or read out in an
appropriate place the names of people to be registered. [..] Such a transparent approach gives
unregistered people the opportunity to approach the registration teamif they want to appeal for inclusion.”
While using this approach might not be feasible in all circumstances, and the agency should be wary of the
risk of public beneficiary identification leading to harassment or extortion), however, most agencies agree
about the critical importance of transparency and information exchange in reducing registration
inaccuracies and enhancing accountability.

3.6.1.4 Beneficiary registration

Registration follows beneficiary identification. This is important for creating a “baseling’ data set at the
start of a new cash-based operation, facilitating accountability and subsequent monitoring.

The registration methods most often used by the implementing organisations fall into four broad groups.

e Listing beneficiaries based on ID and/or electoral card number. In specific cases where agencies such
as UNHCR have already issued identification/refugee cards, these are also used by other organisations
as reference document.

e Agency-prepared registration cards with beneficiary photographs.

Smart cards containing el ectronic information about the beneficiary.

e Iris scan — requiring specialised equipment. This is difficult to operate, but is effective at reducing

double-registration/fraud.

The choice of system for registration is influenced by a number of factors. operating costs, logistical
congtraints, capacity to operate, reliability of identification papers, social acceptance, size of programme
and risk to resources/staff/beneficiaries.

3.6.1.5 Sensitisation and communication

Where cash grants represent a new approach to assistance, organisations such as OXFAM and ACF include
awareness raising activities among beneficiary communities, local authorities and implementing staff on
the purpose and advantages of the selected approach. This is perceived as a vital part of the beneficiary
identification and registration process, and a well-designed communication strategy brings dividends in
terms of transparency and accountability.

In thisregard, implementers mostly agree on the need for:

e |ocal authorities and the local population to be made aware of the programme objectives, thus
managing unrealistic expectations;

o the beneficiary population to be kept informed about the programme set-up and any changes;

o the beneficiaries should be made aware of their entitlement (cash/voucher amount or quantity),
the uses for which the cash isintended, and the follow-up process;

e to the extent possible, all stakeholders — community, beneficiary, traders, authorities and
agency staff, to be made aware about their expected involvement and responsihilities.

3.6.1.6 Recipient verification

Beneficiary verification is a key stage in cash transfers included routinely by some organizations to check
completeness and accuracy of the database. The most common approach used involves a three-step process.
1. Establishing what is an acceptable level of accuracy in-terms of number of beneficiaries sampled.

2. Carrying out random beneficiary sampling against the programme criteria.

3. Revising the beneficiary list if sampling shows errors exceeding the agreed acceptable limits.

There are additional methods used by other organisations for recipient verification. However, in al cases,
to avoid unnecessary complications, the list is verified once it is complete and before being made public.
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3.6.2 Database

Establishment of a database is fundamental to the accountability and payment aspects of the cash/voucher
resource transfer mechanism. Thisisincreasingly seen as an essential means of tracking delivery/receipt of
entitlements, and to ensure against resource misuse/diversion. Databases used in cash operations have
involved different degrees of complexity.

The ICRC/IFRC and SDC guidelines strongly recommend establishing a registration and monitoring
database. Both suggest the use of Microsoft Access for developing a simple database spreadsheet. The
ICRC/IFRC guidelines provide an indicative list of information to be included in both “minimum” and
"detailed” systems for registration. Chapter 8 (Practical tool 8) of the guidelines suggests a basic data set
for different types of projects. In addition to this, a nhumber of other organisations with cash projects
(interviewed during the evaluation mission), were also found to have their own beneficiary registration
databases, for example, UNHCR in Afghanistan and Azerbaijan, PU & AAA in DRC, CARE, COOPI and
UNRWA in Paestine. SDC's database is relatively straightforward, but it contains the key elements
required for monitoring and accountability, and it actively promotes the use of its database among other
agencies implementing similar projects.

Organisations usually compile beneficiary data sets independently of each other (assuming the registered
beneficiaries are not on other agencies lists). It is not uncommon for beneficiary information to be
collected many times over in the same area, with the risk of duplication of assistance. While thisis to some
extent inevitable better coordination and sharing of data could reduce costs for smaller organisations and
risk of duplication. These two aspects do not normally get studied or addressed in cash evaluation and
guidelines. Some organizations have championed better sharing of information. For instance, Helvetas in
Sri Lanka made available its dataset to the government authorities but it was unable to access similar
information from other agencies working in the same area. (Adams 2006).

3.6.3 Cash disbursement systems

In parallel to beneficiary identification and registration process, organisations undertake assessments to

establish the risks and advantages of different cash transfer options. Depending on the local context, a

number of cash transfer options may be available to the implementing agency. These typically include:

direct cash payments to beneficiaries by implementing agency;

providing beneficiary with cheque to be cashed later at either bank or a pre-agreed local shop;

transfer to beneficiary Bank and Post office account;

local remittance and money transfer companies;

providing beneficiaries with ATM cards allowing withdrawals at fixed and mobile cash dispensers;

providing Smart Cards for cash withdrawals - containing recipient biometric information and capable

of recording details of each withdrawals;

money orders; and

e mobile phone banking, which is very new but is fast growing in places like Kenya, East Africain
general, the Philippines etc. DFID is supporting m-banking services to the poor in Kenya. Itisseen asa
system with massive potential for delivering cash in emergency/relief contexts, particularly in areas
without landlines or conventional electronic transfers by banks.

All these systems come with their own necessities, advantages, and limitations. ICRC/IFRC, Oxfam and
ACF' s cash guidelines provide an exhaustive list of the advantages, disadvantages and costs associated
with each system. DfID has recently commissioned a study looking into different cash transfer options
(DfID 2006). SDC routinely includes a test phase where a small sample is used to test the effectiveness of
the cash distribution system.

3.6.3.1 Selecting the most appropriate cash transfer system

Good practice in selecting and monitoring the most appropriate cash transfer system entails the
involvement of finance staff as well as managers of the cash programme. In areas without formal banking
systems, involvement of people with such skills and experience is critical to assess the risks associated with
different cash transfer systems, and some organisations bring in this expertise from outside.

Deciding on the most appropriate and efficient system of cash transfer in a given context requires
consideration of a number of issues. The following summarizes the key considerations identified in
available guidelines.
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Short-list the most relevant cash transfer optionsin a given context as basis for further analysis.

Establish the total value and the frequency of cash to be transferred.

Establish risks to resources, beneficiaries and staff concerning short-listed cash transfer system(s).

Compare direct and indirect costs. Estimate the total cost of cash reaching beneficiaries.

Determine if average travelling time to the collection point by the beneficiaries is excessive; estimate

the costs of thistravel (as aproportion of the total grant) and consider increasing the grant accordingly.

e Establish the reach of short-listed cash transfer systems to beneficiary locations (e.g. can they offer a
“mobile’ service?).

e  Compare the time needed, the complexity and cost of making short listed transfer systems operational.

Establish the degree of fiscal control systems governing the formal cash transfer systems.

Establish beneficiary perception (reliability/acceptance) of each cash transfer system.

This kind of analysis is useful when comparing formal as well as non-formal financia transfer systems.
Where available, using aformal banking system is normally preferred, as this reduces risks associated with
cash transfer and also alows beneficiaries the option of withdrawing cash in instalments. SDC’s cash
workbook provides useful tools for Bank Assessment in the context of national government policies and
fiscal environment. See LINK 18 and LINK 19.

In places, such as Somalia, where the traditional money transfer dealers are the only option available, a
number of organisations have made assessments of the main cash deders. Oxfam’'s HQ examined the use
of remittance companies to transfer cash in North East Kenya, and UNDP Somalia has reportedly taken the
initiative to bring these organizations closer to mainstream financial systems. DfID has also examined
“enhanced” cash transfer options. its study (by an international consultancy group speciaising in financia
services) of enhanced payment arrangements within socia transfer schemes contains useful insights into
the way that enhanced systems can bring multiple additional benefits for beneficiaries, in addition to
efficiencies for implementers (see DfID 2006, DfID 2007a, DfID 2007b). These efforts together with new
technological innovations, such as mobile-banking (also supported by DFID) are indicative of the progress
underway at different levels in addressing—not avoiding—the challenges facing cash transfers in what are
difficult circumstances. The focus of these initiatives is to meet beneficiary needs using the most relevant,
efficient, and context—appropriate resource transfer system.

WFP's feasibility study of cash transfers in Malawi (WFP/SICVP 2007) compared different cash transfer
options, comparing the opening up of a bank account, the direct delivery of cash, and transfer through
mobile banking and SMART cards as well as distribution through Farmers' World trading outlets. The first
three options were compared in terms of: geographic coverage, scalability, transaction costs, user
friendliness, accounting/reporting, potential add-ons (credit, savings), security for beneficiaries, risk of
fraud, leakages. The authors highlighted that in some cases an apparently high cost for an option might be
worth covering if it was perceived as bringing particular advantages that would last beyond the duration of
the project (e.g. the opportunities that might accrue from the opening up of a bank account). Nevertheless, a
high cost for such “add-ins” (DfID 2007a) might end up by making cash a more expensive option than food
delivery: the opening of bank accounts, the report noted, would make the cash transfer 15% higher than the
cost of delivering food.

3.6.3.2 Field Operating Procedures

The operational procedures for managing cash in the field by UN agencies are specific to their internal
financial rules and audit requirements and are therefore not discussed here. However, among NGOs there
has been a clear development, in the last five years, in setting examples of how and what improvements are
needed for field operating procedures (specific to a location/country) for handling cash. Oxfam has, for
example, developed a number of field operating procedures for managing cash and its related risks. These
procedures, although designed for Oxfam’s programmes in specific countries, are increasingly being
adapted and used by other NGOs elsewhere. Two examples of cash management field operating procedures
developed by NGOs are:

e Cash Transfer Proceduresin Field — Oxfam Sri Lanka (see LINK 20)

. documentation process for cash payments
. Filing and Audit Trail for cash payments
. points to consider when carrying cash (reducing risk);
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e quideline on the selection of traders for the Cash Grant system (Vignoud 2007). This was developed
specifically for the post-earthquake response in northern Pakistan.

3.6.4 Operational Guidelines and Manuals

With increasing recognition of the specific operational needs of managing cash and voucher projects, some
organisations have developed detailed operational guidelines and manuals for global use. The most
important of these have been developed by SDC, Oxfam, ICRC/IFRC. In addition, there are also some
other organisations, such as WFP, Horn Relief, UNICEF and ACF etc. that are in the process of developing
their own operational guidelines for cash and voucher delivery and management. Together these resources
provide arich set of resources for implementers.

SDC Cash Workbook: SDC has a unique position as being both a donor and at times an implementer.
SDC published its Cash Workbook as early as 2003 (accompanied by a CD with linked files). Recently
updated, it was initialy intended mainly for its own staff to help them set up rapid-response cash transfers
after humanitarian disasters, and its earlier version was focused on SDC's own operational requirements
and procedures. The revised edition is designed to be used by humanitarian organizations in general. This
document is relevant for DG-ECHO as it shows how a donor could, through its own guidelines on the use
of cash, establish key standards and promote good practices among its partners. The workbook is strong
and specific on procedural issues, but as SDC does not undertake cash projects where banking facilities do
not exist (or use vouchers), the value of the guidelines will be limited in many of DG ECHO’ s operational
environments (less stable or remote areas with no banking system).

OXFAM — Cash Transfer Programming in Emergencies (Creti & Jaspars 2006): this was the first
publicly accessible cash and voucher guidelines produced by an International NGO. It brought together
tools, systems and practical experiences spanning the period 2000 to 2005. Its strength is that it is based on
over five years of field experience and knowledge, and it provides a simple-to-use combination of
operational and conceptual tools, systems, procedures and methods necessary for implementing cash and
voucher projects in a systematic and accountable manner. It is one of the most frequently cited and used
documents by both field practitioners and managers. It is available for sale and at no cost through the web.
In addition to this document, Oxfam has over the last few years—based on experience during its operations
responding to the Tsunami and the Pakistan earthquake—produced a series of new field operating
procedures. These are cited in other sections of thisreview.

ICRC/IFRC guideline for cash transfer programming (ICRC/IFRC 2007) is aimed at addressing the
needs of both planners and practitioners alike. It has drawn on and added to the resources developed by
Oxfam, ODI, SDC and others, with a focus overall on ICRC/IFRC experience. As such, it provides clear
and easy to use methods, guidance and practical tools.

ACF’s manual for implementing cash-based interventions is still in production. It was designed to
address not only the needs of planners and practitioners but also those of policy makers, sceptics and new
comers to the subject. With such a wide-ranging audience, the document is not as systematic on tools and
procedures as the ICRC/IFRC. Nevertheless, it is one of the most comprehensive manuals on the subject,
with much information on voucher interventions, for example, which are covered in less depth elsewhere.

All in all, the four guidelinesissued by SDC, Oxfam, ICRC/IFRC and ACF have some areas of overlap but
the special focus of each makes them useful and complementary as a set. These provide not only a strong
basis for implementation but also grounds for better knowledge and understanding of a resource transfer
system that has often been subject to scepticism and perceived as risky for organisational accountability.
What these documents highlight is that cash and vouchers are simply methods of delivering assistance, with
their own operational realities and risks that are now being largely understood and addressed. These
documents do not suggest that cash and vouchers are suitable to all contexts. They do, however, enable
planners and implementers to reach arational decision on the most appropriate choice of resource transfer.

Organizations which are currently developing their own in-house guidelines have incorporated them into
general guidelines (e.g. WFP's EFSA handbook (published in 2005 and currently under revision), and SC-
UK’ s Household Economy Approach Toolkit (published first in 2000 and currently under revision).

ODI’s cash learning project developed a number of issue papers for specific topics that required greater
clarity when they were produced. The ODI project resources also touch on a number of issues that are not
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covered in guidelines published by implementing agencies (e.g. government relief assistance and
compensation for death and disablement, policy regarding pre-disaster debt etc.).

Recommendationsfor DG ECHO:

1. The growing set of detailed operational guidelines and manuals mark the establishment of a high
quality and comprehensive set of resources for most aspects of cash-based interventions. In
addition, these provide a variety of tested “ready to use” tools to deal with associated risks and
operational challenges, which could aso form the practical basis for the application of DG
ECHO’ s policy on cash and vouchers. In thisregard, DG ECHO’ s value added-role could involve:

= supporting training initiatives aimed at building its partners’ in-country capacity to manage cash
and voucher projects (particularly following disasters where cash transfers may be an important
component of the recovery process); and

= supporting research initiatives aimed at exploring some of the less known and understood aspects
of the use of cash and vouchers (see section 3.9, Current gaps: areas for further research).

2. Organisations implementing cash and voucher projects increasingly have field level operating
procedures tailored to the local circumstances within which they operate. DG ECHO will need to
specify the information that it requires from its partners when reviewing proposals and making
funding decisions. This may include information on partner’s field-based operating procedures and
arrangements for:

e selection/procurement of cash transfer service providers (banks, remittance companies etc.);
cash transport, storage, insurance and its disbursement;

beneficiary verification, tracking and payment procedures;

risk management analysis concerning security of resources, staff and beneficiaries;

measures to reduce security and other risks.

3. Human resource capacity and training needs for dealing with the specifics of cash and voucher
initiatives is just starting to receive due attention among the practitioners. For DG ECHO to deal
with its own requirements of being able to review and decide on funding for cash and voucher
projects, it will need to ensure that its field staff and HQ decision makers are systematically
inducted into the broader aspects of cash/voucher initiatives. A good starting point for this would
be the use of joint training initiative being currently piloted by Oxfam/SC/BRCS. DG ECHO may
even consider funding such an initiative for a limited period of time, and this may enable the
training to be extended to DG ECHO' s other partners.

4. 1t is premature to know whether DG ECHO will need specialist human resources, such as
economists or cash experts, to deal with the challenges associated with cash projects. However,
should it venture into new applications of cash-based assistance, such as through funding of large-
scale unconditional cash projects, then this kind of specialist assistance should be considered.
Whether this should be as permanent capacity or hired - as and when needed, this will have to be
evauated along with any expansion in the funding of cash and voucher initiatives by DG ECHO.

3.6.5 Human Resources (HR) and Capacity Building

Attention to the implications of cash and voucher transfers for human resources has been fairly limited to
date, mainly because small-scale pilot projects have been able to use temporary staff and consultants, or to
shift existing staff away from their normal jobs for the duration of the pilot. The HR implications of large
scale cash-based programmes has yet to be fully examined and appreciated. In addition, as one researcher
pointed out, cash-based assistance has broader ramifications than just skills and knowledge—the shift to
cash-based responses may require a change from paternalistic attitudes towards aid to something quite
different (Harvey 2007, chapter 10).

Three British organizations have collaborated on the production of training modules for their own staff
concerning cash-based assistance. The plan is to find an institutional "home” to take forward this training,
and additional funding would enable the training to be extended beyond these agencies staff. At the same
time there is need for context-specific learning in situ, which supports implementing agencies responding to
anew emergency with the challenge of determining first what type of assistance would be most appropriate
for different types of interventions, and then if cash or vouchers have a place in the emergency response
and recovery operations, support is needed to help them design and set up cash and voucher interventions,
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including monitoring systems. While the larger organizations have started to organize their own strategies
to ensure capacity is available when needed, smaller organizations are likely to be unable to find this kind
of expertise without external support and funding. SDC'’s strategy—of sending a support person with cash
experience to backstop the manager of the SDC emergency cash projects—seems to be a good approach
when global experience within most organizationsis relatively thinly spread.

3.7 Monitoring, Evaluation and Organizational Learning

Monitoring and evaluation are core elements of management systems that enable organizations to monitor
progress against plans (activities, inputs), process (did we do it right?), and outcomes (impact on
beneficiaries, impact on the wider community—did we do the right thing?). In general, M&E is often
perceived to be relatively weak in many emergency recovery programmes. This section focuses on the
M&E issues relevant for cash and voucher transfers, highlighting the available resources to guide
implementers and examples of good practice. The fina part of the section, which includes a discussion on
pilot projects, gives examples of how some organizations have endeavoured to capture learning from a
combination of well-designed pilots and M&E systems to define and revise organizational policy
concerning the use of cash and voucher. LINK 21 provides an example of an M& E system, developed by
CRSfor its cash voucher transfer in Kenya.

3.7.1 Overall purpose of M&E

According to the authors of Save the Children’s “ Toolkits” —among many other references-, there are three
main purposes of monitoring and evaluation. In order to design strong systems, the authors argue,
organizations need to be clear what they want them for.

Box 3: Purposesof M& E
e Accountability: to provide information on effectivenesg/efficiency, to demonstrate that activities have
achieved their objectives

e Management support : to provide inputs to the implementation of ongoing initiatives; to inform decision
making processes

e Learning: to draw lessons on past and present activities with aview to learning why some achieved their
objectives or unintended outcomes in order to plan future activities.”

Source: (Gosling & Edwards 2003)

As an essential outcome of M&E, learning is a critical element of an organization’s ability to improve its
performance. The ability of individuals to learn, and the ability of organizations to harness this collective
learning, is akey characteristic of strong organizations. As such, learning resulting from M&E should help
understand: what are the issues? how should they be addressed? is the work going well or badly? is the
work appropriate to the situation? how is the situation changing and why? how should the work be
adjusted? (Gosling & Edwardsibid.).

Attention to learning can also help focus on longer-term issues, sustainability and impact:

e what sort of interventions are most effective?

e what impact — positive and negative — do they have on different groups in the short and long term?
¢ how should future policy and practice be changed in the light of these lessons? (ibid.)

3.7.2 Monitoring

Monitoring (as distinct from evaluation) can be defined as “the systematic and continuous collecting and
analysing of information about the progress of a project or programme over time.” (Gosling & Edwards
2003). While most monitoring systems focus on monitoring inputs and activities, Gosling and Edwards
argue that agencies need to also consider: a) the wider impact of the work; b) the way the programme is
managed (the style of work); and c) background information on the target population and the context.

While it may seem that cash and voucher projects require elaborate information systems, this is not
advisable. Monitoring systems should be as lean as possible, but in order for them to be lean AND able to
capture essential information, attention is needed to ensure that:

e nocritica information is missed; and
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e noinformation that has no clear useis collected.

The ICRC/IFRC guidelines set out basic principles of monitoring systems for cash transfers (LINK 22).
The main types of monitoring approaches, used also for cash and voucher projects, are the following.

3.7.2.1 Progress/activity/input monitoring:

This is a standard element of most M&E plans. With cash it includes the actua transfer of the cash, and
receipt of the cash by the beneficiaries. Regular monitoring is done comparing plans with actual delivery.

3.7.2.2 Post-distribution monitoring:

This is an important monitoring function that aims to pick up—at the earliest opportunity—any cause for
concern. As the objective is to collect information on whether people received the cash as intended, it
requires a “reasonable” sample, stratified to take account of variation within the beneficiary population.
The methods for detecting problems must take into account the need for confidentiality (people may be
discouraged from speaking out about major problems if the information is not recorded and processed
properly). Vertica reporting of problems can sometimes be impeded because of the hierarchical line
management structure. At the early stages of a project this type of information collection has the greatest
importance (when the implementation is first tested); however, routine surveillance and detection of
problems should continue through to the end.

A further goal of post-distribution monitoring is to find out whether people are able to access the goods
they require in the market, and whether the cash disbursement systems are convenient. Focus group
discussions combined with market survey are often found to be useful and sufficient for this purpose.

Post-distribution monitoring is also the most appropriate way of collecting information on what people
used the money for. This is because reporting actual use is easier when it is still fresh in their minds. It is
also necessary to consider how peopl€e’s spending patterns might change over the course of the project.
Oxfam’s evaluation of its CFW project in Lamno, Indonesia, found different purchase patterns in the use of
cash wages when comparing expenditures after the first and second waves of distributions (Brocklebank
2005).

In principle, post-distribution monitoring should be done routinely for cash and voucher transfers (just as it
should for in-kind assistance). It requires the use of monitors who are not connected with the disbursement
process and who will strive to identify concerns/problems so these could be dealt with in atimely manner.
Methods used involve random sampling of people who are listed on the distribution list as having received
cash or a voucher. It could aso involve focus group discussions or private interviews with vulnerable
households to see if there are any particular problems for marginalized groups, or if leaders are
manipulating the system in some way. PDM should be quick and efficient, it should make sure that those
responsible for the transfer are not the ones responsible for monitoring, and that there is a safe channel for
communication of problems (see ICRC/IFRC guidelines Practical Tool 6 (shown below).

Box 4: PDM: Minimum set of questions that should be monitored
Did people get the right amount of cash?
Were payments made on time?
What are people spending the cash transfer on?
Does this meet the programme’ s specific objective[...]?
Are the items that people want to buy available in the market?
Where and how far do people have to go to buy what they want?
How have prices changed?
Has the cash distribution had an effect on prices?
Source: ICRC/IFRC (2007)

A key feature of monitoring systems is the need for a structure for reporting problems. Accountability,
according to the Humanitarian Accountability Partnership—International (HAP-I) requires (a) the existence
of a system through which information about corruption can be passed without risk to the information
provider, and (b) confidence that the information provided will be acted upon (see also LINK 23 for more
information on accountability).
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3.7.2.3 Impact monitoring

Impact monitoring can be done throughout the intervention period, but in humanitarian projects it is most
often done at the end of the project during the evaluation. It may make use of the information collected
during post-distribution monitoring activities (on what people purchased) and it might include a final check
at a later date—particularly for asset-replacement cash transfers—to check whether the cash transfer has
yielded a sustained improvement in asset levels.

Monitoring impact on beneficiaries and the wider community requires project baseline information. For
cash and voucher projects this should include information about the household economy prior to the
assistance (e.g. about access to food and basic needs, or asset levels). This could be incorporated into a
project monitoring database (where information is collected from each beneficiary) or it could be sought
through a random sample survey conducted before and after the project. The method used will depend on
the information sought. Where impact on the market is an intended outcome, baseline market information
(e.g. indicative information such as numbers of retailers’'wholesalers/hawkers in an area, and approximate
volumes of cereals traded) should aso be collected to demonstrate change, but this is rarely done, in
practice.

3.7.2.4 Monitoring Risk

A Kkey aspect of project monitoring is to keep track of the risks identified at the project planning stage and
the measures designed for mitigating these (see section 3.5.5.3, page 22). As such, the monitoring systems
should be designed to regularly verify the adequacy of risk mitigation measures, the related contingency
plans (see section 3.5.7.1, page 24), and identify risks that were not foreseen at the time of the planning.
LINK 24 provides a summary of key risks that need to be monitored during cash and voucher programmes.

3.7.3 Review & Evaluation

The process of review and evaluation should cover two fundamental questions. “Did we do the right
thing?’ And: “Did we do it right?’. These questions are pertinent for all types of humanitarian assistance—
cash, voucher and in-kind transfers included—although evaluation of most in-kind assistance projects do
not usualy question whether alternative approaches might have been better. The UN Evaluation Group
(UNEG) and other major stakeholders have therefore introduced a third key question: "Are there better
ways of doing it?"'. The importance of finding out “did we do it right” relates to the possibility that the
strategy might have been good, but the achievements were limited by some elements of design, or the way
it was implemented.

A forthcoming "Guide for the Evaluation of Humanitarian Aid by and for NGOs', commissioned by DG
ECHO, should be a very practical and comprehensive support for those designing and carrying out
evaluations. These guidelines contain HTML links between the reference document, and references, tools
and other support materials. A key feature of this publication is that it is underpinned by constant reference
to humanitarian standards and principles.

Note: At times agencies choose to explicitly consider standards in their evaluation frameworks. Oxfam has
used the Sphere standards to review projects — for instance in the tsunami response in Sri Lanka. LINK 25
lists the key elements of the Sphere standards relevant for cash and voucher projects (mainly in the food
security section).

Emerqging best practices from cash and voucher evaluations (some examples):

Given that no specific guidelines exist for the evaluation of cash projects, the following are some examples
of what could amount to emerging best practices and approaches in this particular area of work.

Rapid Evaluation: Oxfam Voucher & Cash Transfer Pilot Project, Pakistan, 2005/6 (Ahmad et al 2006)

This provides an example of where an evaluation is undertaken for the express purpose of learning about the
intervention in order to improve similar interventions in the future. The evaluation was “rapid” and participatory,
and its objectives included providing a qualitative picture of the household-level impact of the cash transfers as
well as “documenting the unintended impacts, both positive and negative, that the programme is having,
including disaggregated gender impact, markets, social relationships’.

The evaluation report first describes the broad effects of the earthquake in the area, then it identifies the Sphere
Standards which are relevant to such cash and voucher interventions. The evaluation examines key elements of

35




the project, and for each element the evaluation team provided feedback to the programme, followed by
suggestions for future projects. The areas considered included the following.
Capacity (Readiness of programme team, and support provided).

Project objectives.

Resource transfer option, and other options which were not selected.
Beneficiary Selection.

Organization of distribution (location of distribution points, timing, visibility).
Vouchers (examined through discussions with local traders and beneficiaries).
Financia systems.

Programme monitoring and evaluation systems.

Evaluation of Impact.

Evaluation of appropriateness of project design.

Evaluation of Save the Children’s cash-based emergency livelihood recovery programme, May to November
2006, Isiolo District, Kenya (O’ Donnell 2007).

The evaluation was conducted 7 months after the cash distribution, and its intention was to see what impact the
cash had had, particularly on children. The goal was restocking, but the provision of cash meant that other
purchases may have been prioritized. Cash for restocking pastoralists was a new experience for Save the
Children Canada, and it was also reported to be uncommon in East Africa, so the evaluation was geared to
generate learning on the use of cash for this purpose. The evaluation (which was led by one of Save the Children
UK’ slivelihoods advisors at HQ), explored the following issues:

o therelevance of the project to the situation prevailing at the time;

e the extent to which the programme conformed to good practice both as a cash transfer programme and as
primarily are-stocking intervention;

the coverage and accuracy of targeting;

the perceived fairness of the programme;

how the money provided has been used;

how the spending of the money translated (or not) into benefits for children;

how the project has impacted on the wider community including non-beneficiaries and livestock traders;

the likely long-term/sustainable impacts of the intervention;

the cost-effectiveness of the programme; and

the coherence with other interventions carried out.

The evaluation provides a detailed and comprehensive account of the project impact and perceptions of key
stakeholders; it explains decisions taken, and reasons for these decisions, and it identifies clearly areas for
improvement. A noteworthy component is the identification of impact on children: as the cash enabled
households to spend on a variety of needs, there was a specific intention to verify to what extent children
had benefited. In this regard, the variables monitored included change in school attendance, and change in
workload for children. An interesting discussion relates to the misinformation and assumptions that
sometimes accompany cash transfers (the evaluation mentions staff and beneficiaries not being sure what
people were “allowed” to purchase). Thisis an important point for cash transfers: if a reason for providing
cash is to enable choice, then pressure to spend in a certain way runs counter to this principle. The
evauation aso noted the impact on livestock prices of the transfer—a spike in cattle prices due to the one-
time distribution of cash that could have been avoided if this had been anticipated.

Evaluation of the Cash Consortium in Southern Somalia: Oxfam, Horn Rélief, with AFREC, Development
Concern and WASDA (Majid et al 2006)

The evaluation of the Cash Consortium in Southern Somalia was conducted by a team of three external
evaluators. The evaluation team included two individuals who had been involved in the design of the post-
distribution monitoring and impact assessment survey from which the findings fed into the final evaluation. The
evaluation made use of case studies (personal stories) which are effective in informing the reader about how the
project worked in practice, and what it really meant to a beneficiary household. This report is one of the few
evaluations attempted to compare cost-efficiency for the cash intervention and for an in-kind equivalent (see
LINK 26 and also section 3.5.5.1, page 22, which considers cost-efficiency at the planning stage). The
evaluation found that the costs of the cash programme were around 17% lower than the costs if the same
assistance had been provided as food (as in afood for work programme). The evaluators noted that this kind of
purely comparative analysis has some important limitations. These included the fact that the two approaches
have different targeting policies; they each had positive indirect effects on the local economy or food prices
which were difficult to measure; and the scale of response was extremely different.
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This evaluation also provides a rare example of longitudinal market analysis—used here to examine the
impact of the cash transfer on the market (see LINK 27). The graphs showed that the cash transfer was one
of severa influences on cattle prices (along with high mortality rate and relief food distribution), which
increased in markets close to the cash distribution compared to other markets. However, the cash transfer
had no discernable influence on the exchange rate, or on food prices. In fact, food prices were heavily
influenced by the distribution of food aid at around the same time.

In addition to above, the ICRC/IFRC cash guidelines (page 65-67) provide a useful table with suggested
guestions and methods/indicators for evaluation.

3.7.4 Pilot Projects

Most agencies have been engaging in cash and voucher projects on a pilot scaleinitialy. Thisis a sensible
approach dealing with what may be, for those who have historically specialised in commodity procurement
and distribution, a daunting task.

Thevalue of pilot projectsasan instrument of learning:

Pilot projects are used by a number organizations (for example WFP, ICRC, BRCS, Oxfam, DRC, CRS,
Mercy Corps) to systematically learn from cash and voucher experience in order to guide organizational
policy development around the use of cash and vouchers. These organizations have also used the pilot
projects to test and refine tools (e.g. market assessment tools, methodologies (e.g. for community-based
targeting), systems (e.g. for transferring cash), approaches (e.g. voucher fairs) and new ways of working
with cash and vouchers (e.g. providing cash grants to communities rather than to individual households, or
using these approaches to address nutritional needs of malnourished children).

One example of apilot project is CRS's distribution of cash to households selected under the UNICEF NFI

kit distribution programme in place of the NFI kits. The pilot objectives included the following.

e “To understand the actual household non-food needs of households selected for the UNICEF NFI kit
programme implemented by CRS and Caritas Kindu.

e To assess the extent to which the [kit] was meeting household needs (as typically a household's
“expressed need” differs from their “demonstrated need”, the latter evidenced by what the household
actually procures to meet its welfare needs when given the choice).

e To understand intra-household decision-making, notably that of households that were targeted as being
war-impacted and in need of non-food assistance.”

CRS's pilot project was extremely well designed, and the analysis and findings (which are informative,
comprehensive and open) was published in the Journal of Humanitarian Assistance (Bailey & Walsh 2007).

In addition, organisations have found pilots to be invaluable in giving staff the opportunity to experience
first-hand how it feels to be involved in a cash or voucher transfer programme. And it is through these pilot
projects—arguably far more than through classroom training—that the attitudes and pre-conceptions about
cash are addressed, astheir confidence and competence to manage these initiatives increases.

Pilots have aso been used by many of DG ECHO's partners to demonstrate the efficiency and
effectiveness of cash and voucher projects. They have also been used to challenge some of the perceived
assumptions about risks associated with cash, showing that risks exist with cash as with in-kind transfers,
but if correctly anticipated they can be managed and minimized. Some of DG ECHO’ s partners have had to
seek funding from other donors to fund such pilots (e.g. Oxfam’s cash transfers in Somalia, the Danish
Refugee Council’s cash transfers to vulnerable households in Chechnya). These pilots are good examples
of well thought-out interventions, where the implementing agency had good reason (because of strong
analysis and experience elsewhere) to expect an objective outcome. Funding this type of pilot project is a
low-risk and high-return strategy that could promote organizational learning around cash and vouchers
both within DG ECHO and its implementing partners. However, in order for a pilot to be useful a strong
monitoring and evaluation system isimperative.

Limitations of some pilot initiatives:

While learning through pilot projects is useful in helping build confidence and develop competence and
systems, there are some issues that can’'t be properly tested through pilot projects. These include, for
example, the implication of cash and voucher transfers on food prices and local markets. While there are a
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number of agencies involved in improvements to market assessment methodologies, there are still
guestions that remain unanswered due to the small scale of cash transfers to address food insecurity:
» hasthe potential for markets to respond been under-estimated until now?
= Arethere additional market development activities that would be effective in complementing cash
transfers and in hel ping the market to respond?

While it is difficult to justify using large-scale interventions to test theoretical questions such as above, at
some point implementers and donors will have to go to scale so that the current limitations of econometric
modelling are addressed. Thiswill require:

= strong analysis and well-considered design elements;

» clear articulation of “unknowns’, risks and anticipated scenarios;

» astrong and sensitive monitoring system to detect problems as they arise; and

= contingency plans to address problemsif/ when they arise..

It has to be recognised that predicting the impact of disasters on local and regional production and markets
is often extremely difficult to gauge accurately. Also, it isvirtualy impossible to determine and predict the
cumulative and aggregate effects of alarge scale cash injection into economies which are hugely changed
from the status quo (pre-disaster state), and where change occurs daily and is largely unpredictable. The
prediction of outcomes of a particular policy intervention is termed ex-ante evaluation of policy reforms by
economists. It is essentialy a“what if?” analysis of the likely behaviour outcomes of a policy intervention)
(Bourguignon and Ferreira 2003) and while there has been growing interest in using these models in
developing countries (because of the growing use of cash-based safety nets), the use of such tools in
humanitarian contexts has been very limited.

Another point to make about pilot projects relates to the timeframe for interventions. Cash projects are
effective during a defined window of opportunity (which may be different from that of in-kind assistance).
In many cases the time it takes to set up a pilot project may mean the response comes late and/or that the
advantages of a cash approach are less than they might have been (in for example, stimulating market
recovery). Moreover, most pilot projects tend to be small scale, implemented in a contained environment,
and for a pre-selected context with, for example, very low risk of inflation. As such, learning from such
initiatives comes with relative limitations.

Potential Pitfalls of pilot projects

Pilot projects should in principle lead to a scaled-up approach. Ideally this would be within the same
environmental and operational context. For example, CARE's MBFA in Aceh was designed initially as a
pilot project for three months in selected areas of one sub-district where it was seen to be most appropriate.
When these sites were selected the team had also selected other sub-districts assessed as suitable for a
cash/voucher approach—thereby defining from the start its target population for scale up. In fact the project
was scaled up to a limited extent before the end of the pilot period, as the results had been extremely
positive but it could not be scaled-up as much as CARE proposed, due to lack of buy-in from government
and other food aid agencies (who had not been involved in the pilot project).

Based on above and other similar examples, it is concluded that the effectiveness of pilot project largely

depends on the extent by which it meets the following conditions.

= Articulation of the reason for the pilot: why does the agency prefer to undertake a small-scale
intervention (particularly if needs of other similar populations are either not being addressed at al, or
are being addressed by in-kind transfers)?

»=  Project plans should anticipate and articulate the transition (including the timeframe) from pilot to full-
scale implementation, if successful.

= Clearly articulated learning objectives for the organisation, its donor, and possibly larger humanitarian
community.

= Plansto inform and involve authorities and other agencies where useful (e.g. where they are sceptica
of the approach, or where they would like to adopt the approach but lack confidence and experience).

= Donor willingness and ability to fund both pilot projects and its scale-up.

Key concern around the pilot projects is that these get used for the sole benefit of being small scale and
therefore easier to justify and implement. As a result, the tendency with many pilot cash and voucher
projects seems to be that these are undertaken in succession (going from one pilot to another pilot) with
variable degrees of clarity about the learning and the scaling-up objectives. This often has to do with the
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experience, capacity and confidence of both implementer and donor in the design, delivery and funding of
cash and voucher initiatives.

To avoid potentia pitfals, it is vital that the pilot projects are used for what they are intended: testing a
well-planned but new approach, learning from it, and applying the learning at a cost-efficient (larger)
scale—preferably within the same project’slife cycle.

3.7.5 Organizational Learning: closing the circle

Organizational learning requires a systematic approach by putting in place structures, policies and funds to
collect and analyse information on programmes with intention to learn from the experience.

Many organizations have strong systems for organizational learning, although in humanitarian situations
learning is often constrained by high staff turnover, short funding cycle, and/or lack of time to document
the experience. LINK 28 gives examples of how a number of organizations promote and manage learning.
SDC is the only organization that appears to have a specific strategy for knowledge management. See
LINK 29 for a summary of SDC’s knowledge management framework.

Organizational learning is the final link in the programme management cycle. M&E systems are key to
helping staff learn from experience, but in addition there needs to be an environment where people feel
comfortable to learn from their mistakes as well as their successes. The key points for cash and voucher
projects are to respect the “do no harm” philosophy—avoiding “below the line” mistakes—but to alow the
free and open discussion of experience, with the view of continually improving on performance. A
combination of methods are necessary to generate a strong mix of quantitative and qualitative information,
and more routine publication of findings and experience so that learning is shared more widely.
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Recommendation for DG ECHO:

DG ECHO has considerable experience of funding certain types of cash and voucher projects, such as
Cash for Work and Seed voucher fairs etc. However, the limited scale combined with limited attention to
learning has meant that the emerging experience has not been systematically studied, documented and/or
disseminated. As part of its new resource transfer policy, DG ECHO is recommended to establish a clear
learning policy and/or knowledge management strategy, linking it to well-designed projects - pilot and
regular, ensuring systematic application of monitoring and evauation tools, and establishment of an
information management and learning dissemination system. The following areas requiring specific
attention.

Learning through scaling-up: although having experience of funding small-scale cash and voucher
projects, such as CFW etc, DG ECHO needs testing and learning from the implications of scaled-up cash
transfers. To achieve this, it is recommended to consider engaging some of the main organisations - with
experience and competence, by funding their plans to implement cash and voucher projects at a larger
scale.

Formal training: DG ECHO is recommended to expand its in-house cash and voucher training. In
addition, it should aim to broaden the offices and desks with knowledge and experience about cash and
vouchers. DG ECHO could also take a leading role in supporting wider inter-agency learning initiatives
aimed at creating a stronger knowledge base to help agencies develop context-specific resource transfer
approaches.

Monitoring: in addition to input and results monitoring, DG ECHO is recommended to encourage
partners to include impact and/or post-distribution monitoring. These have clear advantages for learning
and control but they carry implications for time, capacity and costs. Monitoring systems should be
tailored to track both the risks identified and the mitigation methods designed at the planning stage, thus
alowing decision makers to take timely corrective measures by activating contingency plans.

Evaluation: for cash and voucher projects, DG ECHO should ensure that both the need for and the
objectives of evaluation are agreed and documented at the design stage, thus ensuring that in addition to
its control function, evaluation findings also contribute towards organisational learning. Three main
guestions recommended for routine consideration in evaluations are:

= Did we do the right thing? (validating resource transfer choice and process used for managing it)

= Didwedo it right? (verifying the impact on beneficiaries and wider community).

= Arethere better ways of doing it? (looking at possible alternative approaches).

Pilot Projects: DG ECHO is recommended to consider funding cash pilots where a certain procedure,

approach or system needs to be tested because of a new context, a new target group, or a new type of

cash/vouchers initiative. Many aspects of cash and voucher use in humanitarian contexts remain largely

unchartered within DG ECHO in terms of operational learning and clear guidelines. Funding of pilots to

study such areas has the potential for bringing valuable knowledge to DG ECHO itself, its partners and

the wider humanitarian community. These include:

e unconditional cash grantsin early stages of emergency recovery;

e theuseof cash for shelter (supporting hosting, helping households construct transitional shelter);

e the use of cash for transition from humanitarian relief to livelihoods recovery (use of cash grants for
replacement of assets and as start-up capital for an income generating project); and

e provision of cash in place of NFls.

In order to make decisions on whether to fund a cash/voucher pilot project, DG ECHO is recommended

to ensure three key considerations are addressed:

= clarity about the learning objectives of the pilot and plans/systems in place to capture the learning;

= timing and conditions for implementation to be most conducive to the pilot objectives; and

= where applicable, clear plans to be defined for transition out of pilot phase and into scaled-up
programme.
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3.8 Coordination

The coordination of humanitarian aid is a key issue for cash and vouchers, not least because if coordinating
bodies do not routinely make sure that sectora working groups discuss different options for resource
transfer, then it is likely that most agencies’ responses will default to what they have traditionally
specialised in: in-kind assistance.

The ongoing review of the UN system includes the testing of a revised structure for dealing with
humanitarian disasters, known as the UN cluster approach. The first occasion where the cluster approach
was used was the South Asia/Pakistan October 2006 earthquake response. Action Aid's review of the
cluster approach highlighted a number of issues which required attention (including the limited
involvement of NGOs in the cluster system and participation at meetings by donors, confusion regarding
the difference between clusters and sectors, and the slipping through the net of cross-cutting issues). For
some clusters if the in-country cluster lead has limited or no experience in the use of cash and vouchers, or
if its policy does not include the use of approaches other than in-kind assistance in humanitarian response,
then the tabling of discussions on different resource transfer options may not occur.

DfID’s CHASE™ team has an ongoing programme to build capacity in post-disaster agency coordination.
This work currently focuses on systems (examining the role of the humanitarian coordinator and others
regarding decision-making power, and improving humanitarian coordinators skills) but they have not yet
started to examine thematic issues or cross-cutting issues such as the use of cash/vouchers.

Recommendations;

1. DG ECHO is recommended to encourage the sectoral working groups (or the UN cluster system)
to table discussions regarding resource transfer options within relevant sectors. These discussions
should examine the most appropriate type of response to address needs, and reports on activities
should actively consider the aggregated effect of the different resource transfer options being used
by different agenciesin different areas.

2. If information is lacking to determine whether cash or vouchers might be appropriate, or impact on
the market of these activities, DG ECHO should encourage partners to undertake market surveys,
and fund such activities.

3.9 Current gaps: areas for further research

In addition to the areas where DG ECHO and its partners lack experience as specific types of projects lay
outside policy parameters for cash and voucher projects, this section highlights broader issues where the aid
community needs to learn more about issues relevant to cash and vouchers. These include a number of
sectors where cash has been found to be effective, but where many agencies still have reservations about
the use of cash and vouchersin principle or at scale.

e Nutrition (can nutritional objectives be met with cash and vouchers? Can cash and vouchers reduce
malnutrition as effectively as supplementary feeding programmes?) CRS did a study on this in
Kenyain 2006, and other agencies are planning to do similar studies.

e Child protection: the provision of cash support to orphans and vulnerable children after disastersis
an area which has not attracted much attention. The Government of India provided cash transfers
to orphans after the tsunami, as did UNICEF Aceh and the British Red Cross in Aceh. More
attention is needed to explore how these programmes work in practice, how they are linked to child
protection systems, and the minimum requirements to minimize risk of the cash transfer providing
an incentive for unscrupulous individuals to try to exploit separated and unaccompanied children.
Cash transfers for children demobilized from armed groups also needs attention (see Martin and
Lumeya 2006).

e Shdter: the use of cash for temporary shelter has received little attention outside its key
protagonists (SDC). This form of support can be a vital assistance that strengthens community
solidarity after disasters (hosting), cash grants can help people find shelter solutions when those
provided by government or other agencies is inadequate or inappropriate (e.g rent).

1> Conflict, Humanitarian and Security Department.
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e Use of cash to stimulate the recovery of small traders. While this may be considered a
development activity, many humanitarian agencies are beginning to see it as a core component of
an emergency response (e.g. Save the Children's cash grants to small traders in earthquake-
affected areas of Pakistan).

e The use of vouchers to help households access basic services—where a humanitarian disaster
occurs within an environment where basic services are funded through cost-recovery schemes. In-
kind provision of food may not address the problem, and vouchers may be a good way of helping
sustain such systems which are often negatively affected by income shocks caused by disasters.

e The use of decentralized approaches to recovery which empower disaster-affected households to
manage their own recovery (e.g. through provision of community cash grants which enable
communities to design/lead their own recovery).

e Possibly, compensation for death/disablement and assistance with burial costs. These were
provided by the governments of India and Sri Lanka. Should attention be paid to these areas of
need routinely? And what would happen if governments are not able to provide this type of
support, or don’t have the systems?

Recommendation for DG ECHO:

1. DG ECHO is recommended to encourage partners to undertake action research on these and other
issues requiring further exploration. Setting aside funding for such types of research is recommended
for DG ECHO consideration.
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4. CONCLUSIONS

Within the series of two reports which make up the outputs from this work, the first report (evaluation of
DG ECHO cash and voucher projects) highlighted a number of areas requiring attention and made
preliminary recommendations for DG ECHO policy consideration. This second report (“Review”) has
explored how other organisations and donors deal with cash and vouchers, identifying relevant examples
that could be described as “best practice”. In each case, this report has attempted to articul ate the relevance
of each cited example or issue for DG ECHO and suggest final recommendations aimed at enabling DG
ECHO to continue funding cash and voucher initiatives, to prepare for possible increase in demand for
cash/voucher project funding, and also to formulate a resource transfer policy.

This report starts by providing an analysis showing that although the use cash and voucher initiatives (in
the last six years) has been steadily increasing for most agencies, in terms of real value these still constitute
a small proportion of the total resources dedicated by donors and organisations to humanitarian assistance.
Projecting into the future, the report highlights the intention among organisations (both experienced and
those just starting to use cash) to expand the use of cash and vouchers in humanitarian contexts. This is
attributed to increasing confidence/competence of these agencies in managing cash-based assistance, as
well as a growing appreciation of the usefulness of cash and voucher initiatives to achieve a wide range of
objectives. However, the capacity of some organizations to implement cash/vouchers is often a key factor
counter-balancing their apparent interest in using these approaches.

The conclusions and recommendations reached in this report are summarized below:
1. Approach to Policy on the use of cash and vouchers

In order to inform DG ECHO on policy options, this review looked at the way different organisations and

donors deal with the subject of cash and voucher transfers by analysing if these are treated as “specia” in

some way, and whether organisations have specific policies concerning their application. It is based on this

analysis that the report recommends to DG ECHO to consider (instead of a specific cash policy) developing

a wider resource transfer policy for humanitarian assistance, in which cash and vouchers are two of the

various recognised options available to the organisation and its partners. The report suggests that a wider

resource transfer policy will have three main advantages:

= jt is consistent with emerging wisdom that cash and vouchers should be treated as simply two of a
number of resource transfer tools which help people access items and services that they need;

= jtalowsfor cash and vouchers to be mainstreamed among DG ECHO’ s resource transfer options,

= it promotes the practice of enabling the routine comparison of different resource transfer options, with
the analysis considering the key principles of effectiveness, efficiency, beneficiary-first, accountability
and ensuring that it is context-specific i.e. instead of appearing to promote cash and vouchers as a
preferred means of resource transfer.

In addition, this review recommends DG ECHO to articulate its approach, position and funding flexibilities
and/or limitsin response to inflation for two scenarios regarding increase in prices of key commodities (and
decrease)’®:

= when anticipated, i.e. market assessments indicate these as a possibility at the planning stage;

= when not anticipated by market assessments (but it occurs during implementation).

Consistent with recommended resource transfer policy, DG ECHO should endeavour to encourage
humanitarian coordination bodies to routinely examine advantages and disadvantages of different resource
transfer options for a number of sectors: food aid, food security and nutrition (unconditional transfers,
conditional transfers and work projects); the “NFI” sector; water and sanitation; shelter; and livelihoods
recovery.

18 | nflation is disti nguished here from other risks because price fluctuation is inevitable over the lifetime of a cash/voucher
project, and implementing agencies and donors need to manage this risk effectively. Experience to date has been inadequate
to fully appreciate the implications of cash transfers for inflation, the extent to which inflation negatively affects different
populations, and the relative advantages of aternative approaches which are likely to bring down prices (e.g. in-kind
assistance).
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Appreciating that it may take some time to develop and agree on a overall resource transfer policy, DG
ECHO is recommended to issue (in the interim) a position paper and a guidance note on its funding of
cash-based assistance.

2. Staff capacity and training

Human resource (HR) capacity for dealing with the specifics of cash and voucher initiatives is just starting
to receive due attention among the practitioners. Current guidelines and research contain limited reference
to HR issues in general. Nevertheless, this report also observes that the more experienced organisations
using cash initiatives tend to have either in-house capacity, or otherwise have resources enabling them to
hire specialist services when needed.

For DG ECHO to be able to enhance its own in-house capacity to make sound decisions on whether to fund
cash and voucher transfers, and to review and learn from interventions, it is recommended that field staff
and HQ decision makers receive a systematic induction about cash/voucher initiatives. To this end, this
report recommends DG ECHO uses (and possibly aso funds) initiatives such as the cash training being
currently piloted jointly by Oxfam/SC/BRCS, and to consider how best to support its smaller partners after
major disasters to devel oping appropriate responses .

This review concludes that it is premature to know whether DG ECHO will need specialist human
resources, such as economists or cash experts, to deal with cash and voucher projects. However, it
recommends that, should DG ECHO venture into new applications of cash-based assistance such as the
funding of large-scale unconditional cash projects, then use of specialist expertise should be considered.

3. Procedures and guidelines

To underpin its policy on the use cash and vouchers, this review highlights the need for DG ECHO to
provide its partners with guidelines and specify requirements, ensuring that these are consistent with the
size, urgency, and complexities of the project and its environment. The USAID/OFDA guidelines for
unsolicited proposals and reports provide a good example of this (USAID/OFDA 2006, see aso LINK 30).

The areas that are recommended for consideration are:

» the type and extent of assessment and comparative analysis that partners should provide while
recommending a particular resource transfer method;

= risk analysis related to different methods of resource transfer in the context in which the partner is
operating; for example, use of unconditional cash in an area with no formal banking services etc.;

» cost-efficiency calculations anticipated for each prospective resource transfer option;

= contingency plans for dealing with anticipated scenarios for inflation in key commodities and any
perceived risks to resources, staff or beneficiaries.

This review aso concludes that the growing set of detailed operational guidelines and manuals provide a

comprehensive resource for assessment, design, implementation, monitoring and evaluation of cash and

voucher initiatives. As such, these could provide a “ready to use” practical basis for the application of DG

ECHO's palicy on the use of cash and vouchers. In thisregard, DG ECHO’ s value added-role is suggested

to include:

= supporting training initiatives aimed at building in-country capacity to manage cash and voucher
projects (particularly following disasters where cash transfers may be an important component of the
recovery process);

= supporting research initiatives aimed at exploring some of the less known and understood aspects of
cash-based assistance.

This review observes that an increasing number of organisations implementing cash and voucher projects
have field level operating procedures for delivering cash which are tailored to local circumstances. In the
case of cash projects, for DG EHO to be able to review and approve a proposal, it will need a good
understanding of each partner’'s field operating arrangements. It is in this regard that DG ECHO is
recommended to specify the supporting information that it will need from the partner in its proposal. These
may include, where relevant, the arrangements for:

» selection of providers of cash transfer services (banks, remittance companies etc.);



= cash transport, storage, insurance and its disbursement;

» beneficiary verification, tracking and payment arrangements;

»  risk management analysis concerning security of resources, staff and beneficiaries; and
* measures to reduce security and other risks.

4, Instrumentsfor information collection and management:

Information requirements for determining the appropriateness of cash or vouchers in different humanitarian
situations are many and varied. Moreover, there are also a variety of instruments and methods for collecting
and anaysing this information. In order to enable partners to make good decisions about appropriate
methodology as well as about appropriate response, DG ECHO could add vaue in the following areas.

= Support initiatives which develop capacity and methods for situation and needs assessments in
emergencies (including market assessment) by partners currently leading in this work. This might
include continued support to WFP's SENAC project, and support to agencies such as Oxfam and
Save the Children in developing/refining appropriate emergency livelihoods assessment tools.

» Ensure that this work is linked with disaster preparedness structures, with LRRD and DRR
initiatives, and with initiatives aimed at enhancing the use of vulnerability assessment tools
designed to enhance emergency response (e.g. the Integrated Phase Classification system).

= Consider supporting the expansion of the national livelihood zone profiling initiative instigated by
FEWS-Net, to ensure that a set of information (including national livelihood zone profiles and
national/regional market analysis) is available and accessible to operational partners for use in
disaster preparedness and response planning. This set of information should be developed in all
countries where humanitarian disaster is a recurring phenomenon within a situation of chronic
poverty and vulnerability.

= Consider funding agencies with a strong background in rapid emergency assessments (using HEA
or similar approaches) to undertake rapid emergency assessments after rapid-onset disasters (or
during slow-onset disasters), and ensure that this information is made available to the broader
humanitarian community.

Recommendations made in the evaluation report concerning DG ECHO'’s own instruments, such as the
Single Form remains valid and are therefore not repeated here.

5. Organizational Learning, Monitoring & Evaluation:

As part of its policy on resource transfer in humanitarian contexts, DG ECHO is recommended to establish
a learning strategy which links the policy to well-designed projects (including pilots). This should ensure
systematic application of monitoring and evaluation tools, and establishment of an information
management and learning dissemination system. The following are some of the more specific
recommendations in this regard.

Learning about scaling-up:

1. DG ECHO should test and learn about the implications of scaling-up of initiatives in the areas where it
already has good experience, such as CFW etc. To do this, it is recommended to consider engaging
some of the main organisations with experience and competence by funding larger cash and voucher
projectsif and when submitted.

Learning through formal approaches:

2. DG ECHO should expand on its own in-house training and experience-sharing programme concerning
the use of cash and vouchers, e.g. by bringing in experts to facilitate such initiatives. It should take
steps to ensure systematic dissemination of existing in-house experience on the use of cash and
vouchers, so that knowledge and understanding is extended to all geographical desks and field offices.

3. DG ECHO should take a leading role in supporting wider inter-agency learning initiatives aimed at
creating a stronger knowledge base for implementation of context-specific resource transfer
approaches. It should consider working with external organizations which have led in this areain the
past (such as ODI and IDS), as these organizations may bring a useful external, technical and
theoretical perspective to complement the practical experience of participants from field programmes.

Learning through Pilot Projects:
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4.

DG ECHO is recommended to consider funding cash pilots where a certain procedure, approach or
system needs to be tested because of a new context, a new target group, or a new type of cash/voucher
initiative.

There are many areas concerning the use of cash in humanitarian contexts that remain largely
unchartered in terms of operational learning and clear guidelines. DG ECHO is recommended to
consider funding of pilots to study such areas. This should be with specific objectives of bringing
valuable knowledge to itself, its partners and the wider humanitarian community. The research should
have a primarily practica (rather than academic) purpose, and the level of scientific rigour should
reflect the organization’ s learning priorities.

Monitoring:

6.

In addition to input and results monitoring, post-distribution monitoring should be routinely considered
as a standard component of monitoring immediate impact of all resource transfers i.e. how
beneficiaries use the assistance.

Organizations should be encouraged to routinely include monitoring of market prices and other
environmental concerns (e.g. security) and to develop monitoring systems which are appropriate to the
level of risk and capacity constraints. With their specific learning and control advantages, these
monitoring systems also entail time, capacity and costs that will require careful consideration.
Monitoring systems are to be tailored to track both the risks identified and the mitigation methods
designed at the planning stage, thus allowing decision makers to learn and take timely corrective
measures.

Evaluation:

0.

In the case of cash and voucher (as it is aready the case for the other activities), DG ECHO is
recommended to continue ensuring that both the need for and the objectives of evaluation are agreed
and documented at the time of project design, thus ensuring that in addition to its control function,
eva uation findings also contributes towards organisational learning in a specific way.

Knowl edge Management
10. DG ECHO should identify a location on its website for disseminating information about its cash and

voucher experience, related policies and procedures, and funding opportunities, with a user-friendly
search facility which helps interested organisations and individual s to access such information.
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