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Background 
Following discussions over the last 12 months with UN agencies, 
INGOs, institutional donors and other stakeholders, the Global 
Logistics Cluster partners have identified a number of regulatory and 
compliance based ‘pain points’ which can act as blockers to 
implementing (and scaling up) cash, voucher and markets based 
programmes.  Whilst by no means a comprehensive list, this paper 
summarises some key challenges which Logistics and Supply 
Chain practitioners have identified.  

 

In the aftermath of an emergency, humanitarian agencies are 
increasingly recognising the value of cash and voucher modalities, 
and market engagement.  For Logistics and Supply Chain, our roles 
are evolving to embrace this trend and take on new responsibilities.  
Cash and markets based interventions often involve working with 
small traders who are geographically and economically closest 
to affected populations. 
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Background 
Recent studies have demonstrated the significant benefits of working in this way, including recovery impact and multiplier effects, but 
this is a step change for our organisations.  Our processes and controls have been designed with large business partners in mind, 
delivering items directly ourselves, using our own supply chain and assets.  Many organisations are now revising their business 
processes (including manuals, SOPs and tools) - originally designed for In Kind programming - to work better for cash / voucher and 
markets based interventions.  However, some changes to business processes are constrained by regulatory and compliance 
requirements.  As a consequence, many organisations are writing ‘work-around’ interim solutions (for instance advising countries to 
apply for waivers / derogations from institutional donors for each individual case).  

It is hoped that, by tackling points below, cash / voucher and markets based interventions could be implemented faster and more 
effectively, but still managing risk appropriately for the context and beneficiary outcomes.  There are risks inherent in any type of 
emergency programme, and any modality; the challenge now is to redesign our controls and regulations to help us reach those most 

in need as quickly and effectively as possible. 



1. Tax Registration and small traders  

From the images shown, it’s easy to imagine that not all of the traders we 
do business with are registered for tax purposes.  But the risk of doing 
small scale business with them, for instance in a voucher model, is not 
the same as with a large national / multi-national company.  How can we 
build in more flexibility - where appropriate in initial humanitarian 
response – into tax registration and take decisions based on risk and 
scale, not on a zero tolerance model?  Do we instead want our 
beneficiaries to travel 10km after a cyclone to the nearest tax registered 
supermarket? 
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2. Maximising our impact → Contracting with many  

In humanitarian response, we are used to large competitive procurement processes, awarding 
sole business to the best bidder.  This method is still useful to us, and can achieve 
consolidation related cost efficiencies, but we know also need to broaden our methods and 
design processes that allow us to contract with many.  Imagine a WASH project in Pakistan, 
where an assessment shows markets around affected beneficiaries are fully functioning, with 
many small stores in communities and camps replete with hygiene items.  What could be the 
benefits of working with many as opposed to a single award contract in this scenario?  

 

You could further argue that this doesn’t need to be a competitive procurement process at all – 
let’s take the analogy of developed countries who have used food ration or coupon systems in 
the past.  Did they restrict the redemption of those coupons to one or even a couple of large 
supermarkets?  No, every shop wanting to participate could, and the existing, functioning 
market system was sustained and there was equal access to trade.  However, in many cases, 
agencies are experiencing that working with many has been viewed by their donors as 
‘artificially splitting’ a competitive procurement process, classified as ineligible expenditure and 
therefore disallowed. How can we apply best practice models from elsewhere, for instance the 
tariff system, to enable us to contract with the many, not just with the few?  How can we revisit 
our comfort zone of contracting to allow us to trade with the smallest, not just the biggest?  Working with Many: the Benefits 

Closest to 
‘normal’ 

behaviour 

Local 
Markets 
recover 
faster 

More 
diversity of 

items 
Multiplier 

effect 
Beneficiary 

choice 

Do no 
harm local 
markets 

Project 
outcome 
center 



3. Restarting Markets çè Rethinking ‘Beneficiaries’  

Where markets are in an Amber state (semi-functioning post shock) around a beneficiary population, 
many agencies are now recognising the value of engaging in Market Strengthening / Market Support 
activities to aid recovery and stimulate trade in the immediate geographical and economic vicinity of 
affected populations.  Activities vary, from rebuilding infrastructure, supporting micro-traders in seeking 
credit / scaling up, or giving grants to support micro-traders to recover (to buy fuel, to repair their shops 
etc.).  These are often the small, simple ‘traders’ who are oftentimes affected by the emergency 
themselves and can also be beneficiaries.  Put simply, if a small trader of household essentials on the 
beneficiary’s doorstep needs a new roof for her store after a cyclone, why not give her $100 to do this?  If 
20 food traders in a market don’t have working scales to weigh rice, why not buy them new ones and 
allow trade to happen?  If a small producer used to transport their goods to market by bicycle but lost 
theirs in an earthquake, why not replace it? 

 

It sounds simple, but currently some institutional donor funds cannot be used to give grants to, or 
otherwise support, these kinds of traders as they are categorised as private entities.  This means that 
market strengthening work with some of the poorest traders is constrained by restrictions which were 
surely not intended to be applied in this way.  Can we move beyond our classical boundaries of 
‘beneficiary’ classification and be more inclusive to supply side affected populations, enabling greater 
programme innovation and impact? 
 



4. Flexibility to change modalities  

What we see increasingly in humanitarian response is that, rather than being a clear cut “Cash or In Kind?” modality 
decision, there is often a need to blend and also to change the modality as conditions either improve or deteriorate.  For 
instance, you might start with an e-voucher programme for hygiene items, only to discover that beneficiaries have moved 
to an area where the technology and infrastructure can no longer support this; similarly you might start with In Kind as a 
modality for food, only to see after two or three weeks that cash is now feasible as markets have recovered, or feasible in 
20% of the response areas so far.  In another example, you might start with cash or vouchers only to find after three weeks 
that the replenishment of local markets has been affected by the emergency, and there are fractures / interruptions in the 
supply chain requiring you to move to In Kind.   

 

These ‘hybrid’ solutions, having the flexibility, and changing modality, are absolutely the right thing to do to best meet the 
needs, but organisations can be constrained by difficulties in institutional funding contracts to changing modality, or even 
by modality preferences / insistence in some funding streams.  It’s time now for regulations to allow flexibility to adjust 
modality to best meet the needs of beneficiaries and evolving market conditions, allowing better targeting. 



5. Archiving requirements  

Many funding contracts require documentation for a project to be kept for a period of time after the project end 
date.  This can be up to 7 years after the project ends and intended to meet international auditing standards.  
Previously, this might mean keeping hard copies of procurement contracts, asset certificates etc. and amount to 
a few archive boxes’ worth of storage per project.  Imagine a paper voucher programme, however, where each of 
150,000 beneficiaries are given 5 paper vouchers each month for a one year project.  The requirement to keep 
all of these redeemed vouchers (9 million vouchers in this example) results in containers and containers’ worth of 
storage at considerable cost.   

 

Can we change the contractual requirement in these programmes to recommend a sample % of vouchers be 
kept sufficient for later audit purposes and specify a maximum?  Innovative solutions for the recycling of paper 
vouchers, for instance into fuel bricks, are already being tried.  In addition, it would be worthwhile to discuss how 
best to maintain compliant records for electronic transfers – what is the minimum best practice sufficient to 
mitigate risk in these modalities? 



6. Supplier traceability  

It’s always important to know who we’re doing business with and, for large single 
transactions, to do more thorough checking as the risk is higher.  But what’s the right level 
of checking to do for those micro-traders above?  We might previously have worked with a 
maximum of 10-20 suppliers for our needs in a country programme, on large framework 
agreements, and now in a voucher modality we might have up to 300 vendors serving the 
beneficiary needs (each on a much smaller scale).   

How do we ensure we’re managing risk effectively and protecting our agency and our 
donors, but in a way that’s a proportional investment of time and resources to the risk 
exposure?  Again, can we move away from a ‘zero tolerance’ model if appropriate controls 
are in place organisation wide and for larger threshold transaction? 



7. Contracting agility and preparedness  

For many actors, competitive procurement processes are required to be conducted within the set 
eligibility dates of a project’s funding contract.  For instance, if a new project starts which will require you 
to buy cement, and two months ago you conducted a large tender process for cement, this process may 
not be recognised as valid because it was not dated within the project period.  The same applies for 
buying services, for instance for a cash / voucher programme.   

 

However, if we want to be able to quickly activate cash and vouchers in an emergency, much of the 
competitive analysis could be done in the preparedness stage, for instance with annual surveys of 
financial institutions, mobile telecommunications companies and even market vendors in vulnerable 
areas of likely intervention.  How can we amend the restrictions on eligibility of competitive processes, to 
allow us to respond faster and more effectively, particularly in those countries where emergencies are 
most frequent? 



8. Active preparedness to build market resilience –  
which box?  
Funding, and projects, have typically and for too long been restricted to the 

silos of “Emergency” or “Development”.  Try to do some ‘development’ work 

in an emergency, or to do some perceived ‘emergency’ work in a 

development period, and you will struggle to get support.  But truly active 

preparedness, particularly for some of the world’s most vulnerable 

countries, means thinking outside of these boxes, it means not just 

collecting information on weaknesses in a country’s supply chain, but then 

also addressing them before an emergency happens.  If the only road into 

a major market in Uganda (below) is virtually impassable every rainy 

season, what can we do to address this, and other key arteries, to improve 

market resilience?  Emergencies and Development work happen along a 

continuum, not in discrete boxes, how can we change how we fund to 

support this desperately needed work before a crisis hits? 
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