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1
EFFICIENCY
In 2015–2017, the system saw some limited gains in efficiency, mainly at the 

operational level. However the larger constraints to efficiency that come 

from duplication within the architecture of the humanitarian system were 

not successfully addressed.
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In brief
A shortage of budgetary information and a lack of valid comparisons 
with other service providers make it difficult to say, overall, whether 
humanitarian aid is efficient or not. However, the limited information 
available suggests that the system is not inherently inefficient, particularly 
when providing goods and services to remote and sparsely populated areas. 
At the same time, there are numerous areas where efficiency could be 
improved, and the continued shortfall between needs and resources makes 
this a pressing area for action. The period 2015–17 saw modest progress, 
largely through the increased use of preparedness and early warning 
mechanisms, increased integration of humanitarian activities into social 
safety nets, increased use of technology and cash programming, and moves 
to establish common procurement mechanisms and supply chains. There 
was less progress on the systemic and structural barriers to efficiency – such 
as overlaps between agencies and multiple, often duplicatory, reporting 
requirements to different donors. 

Defining and measuring efficiency
The criterion of efficiency considers the relationship between inputs 
and outputs (such as the number of boreholes dug or tonnes of food 
delivered), aiming to achieve the highest quantity of outputs  for the lowest 
quantity of inputs. Cost efficiency is distinct from cost effectiveness, which 
considers the relationship between inputs and results (such as decreasing 
malnutrition in a population). It also differs from Value for Money, which 
may consider the relationship between inputs and a number of criteria 
(connectedness, effectiveness, accountability) – depending on what is 
believed to have ‘value’. 

Efficiency is both an important and a limited criterion for judging the 
performance of humanitarian action. Important, because resources are far 
below needs and so must be spread as far as possible. Limited, because the 
measurement focuses purely on outputs, and not on broader achievements, 
such as lives saved. There is little hard data available with which to measure 
efficiency (Darcy, 2016b; Drummod et al., 2015; UNICEF, 2017b).1 In most 
operations, very few performance indicators are allocated specifically to 
measuring efficiency (Logistics Cluster, 2018). Establishing any measure of 
the relationship between specific inputs and specific outputs (for example 
between a specific donor grant and a borehole) is complicated by the fact 
that programmes usually produce a variety of outputs, making it more 
difficult to allocate costs to any specific one (Doocy et al., 2015). It becomes 
even more complicated where – as often happens – a project is funded by 
several donors, each using a different accounting model. 
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A further challenge lies in the nature of efficiency as a relative rather 
than an absolute measure. Calculating it ‘generally requires comparing 
alternative approaches to achieving the same outputs, to see whether the 
most efficient process has been adopted’ (DAC, n.d.: 21). It can be difficult 
to compare the relationship between inputs and outputs for similar 
activities – even within the same agency – because of differences in scale 
and context between one programme and another. Comparing between 
agencies is even more challenging, as different agencies use very different 
accounting models for their costs. During the reporting period, some 
work was done on this area by donors such as DFID, but this has not been 
made public, and neither key informants nor the literature reviewed for 
this report offered any examples of this type of comparison. Under the 
Grand Bargain, many agencies have agreed in principle to move towards 
comparable cost structures, which would allow for a better understanding 
of efficiency. However, the second independent assessment of the Grand 
Bargain noted that ‘some INGOs expressed concern that the purpose of 
providing transparent cost structures was not clear, and the amount of work 
potentially involved in achieving this means there has been little appetite to 
take forward this commitment’ (Metcalfe-Hough et al., 2018: 42). 

Comparing humanitarian agencies with other types of organisation 
seems to be more difficult still. The nature of humanitarian contexts, and 
of humanitarian responses, means that other actors may not be present 
to allow a comparison. Many humanitarian operations take place in 
areas which are extremely remote, with limited transport and storage 
infrastructure. Simply getting supplies to these areas is expensive – in 
many cases too expensive to make it economical for other actors to do so. 
Activities are also prone to high levels of risk and uncertainty, and these 
have – to the degree possible – to be priced into the operation, often 
significantly increasing costs. A good example of the challenge of pricing 
risk is given by the Logistics Cluster’s 2017 lessons learned report for 
Yemen: small local ships were available for hire at a price far below that of 
internationally registered cargo vessels, but using them to transport relief 
supplies was judged too risky in that it potentially increased costs over the 
operation. However, not using these ships led to large extra up-front costs 
(Logistics Cluster, 2017). Over-specification (using materials, such as ships, 
that are more expensive) and redundancy (having contingency stocks, or 
more storage or personnel than are necessary, in case of massive surges 
in need) are standard elements of ‘high reliability’ organisations which 
operate in situations of extreme risk. Preparing for eventualities that may 
never happen does, however, add costs, and makes judgements of efficiency 
harder. It would be instructive to compare the costs of humanitarian actors 
with those of the military providing services to civilians in similar contexts 
(as part of stabilisation efforts, for example), but the figures do not appear to 
be available to support this type of analysis.
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Until recently, there has been very little guidance on how to calculate 
efficiency in humanitarian operations (Bailey, 2014; Maxwell et al., 2013; 
Obrecht, 2017). This may be slowly changing (Baker et al., 2013). Few 
agencies routinely collect and use data on efficiency, although they may 
provide some information to donors who request this as part of project 
proposals. However, the bulk of the work done on efficiency takes the form 
of one-off studies, often focused on the relative efficiency of cash compared 
to other modalities of assistance (in-kind or vouchers) (ADE, 2016; Bailey, 
2014; Doocy et al., 2015, International Rescue Committee, 2016e), and 
occasionally on other elements of humanitarian assistance (Grünewald and 
Burlat, 2016; Grünewald and Schenkenberg, 2016; International Rescue 
Committee, 2016b; 2016d).

To what degree are humanitarian activities conducted with the lowest 
possible costs? 
In the practitioner survey, 9% of respondents thought that performance 
around ‘efficient use of resources’ was excellent and 44% thought it was 
good, making this one of the better-performing criteria as perceived by 
humanitarians involved in operations – although, as already noted, these 
results necessarily reflect perceptions based on limited ‘hard’ data.

As noted above, it is currently impossible to say with the data available 
whether the humanitarian sector is inherently efficient or inefficient 
compared to other sectors. However, the very limited data that is available 
– mainly through analysis of cash transfers – suggests that the relative 
efficiency of humanitarian agencies compared to private sector actors2 
is context-dependent. In some circumstances humanitarians may be 
more efficient than market actors inasmuch as in-kind deliveries lead to 
better performance in terms of calorific consumption or scores on Food 
Consumption Indicators than do equivalent values of cash transfers or 
vouchers which have been converted to food available at local market prices 
(Hoddinott et al., 2013).3 Some evaluations have identified situations where 
food in kind was cheaper, once costs had been taken into account, than 
food in local markets, suggesting that humanitarian agencies were at least 
as efficient as the local private sector in food purchase and transportation 
(Drummod et al., 2015; Hidalgo et al., 2015). A working hypothesis would 
be that the humanitarian sector is able to provide outputs more cheaply in 
remote areas with low population density and poor infrastructure, while the 
private sector can provide commodities more cheaply where markets are 
functioning well, particularly in areas with higher population density and 
better infrastructure. 

In the period 2015–17, humanitarian actors made a concerted effort to 
improve efficiency through the Grand Bargain. The Grand Bargain increased the 
focus on a number of areas which were seen to be inefficient, or where progress 
on efficiency was already being made – in particular, on cash programming, 
increased use of technology, reduction of duplication between agencies and 
simplified and harmonised reporting requirements between donors.
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Cash programming is often seen as more efficient than in-kind delivery, 
and from the agency perspective this is true: the evidence shows strongly 
that it is cheaper to deliver $100 of cash than $100-worth of food (at 
wholesale prices) (ADE, 2016; Bailey, 2014; Doocy et al., 2015; Doocy and 
Tappis, 2017). It is also likely that, in many cases, cash is more efficient from 
the point of view of the crisis-affected person: for the same expenditure 
by the agency, they can buy more goods with cash than they would receive 
in kind. However, while assumed by a number of key informants and 
interviewees, this is much less well evidenced.4 There is, according to one 
expert, ‘a frustrating lack of data’ on the efficiency of cash from the point 
of view of cost per output received by the affected person.5 Noting the 
evidence around the relative costs for private sector and humanitarian 
transport above, it is probably safe to assume that cash is more efficient 
in situations where there are large, well-functioning markets (such as 
cities) and where transfers are to large numbers of people. Given this, the 
estimated doubling of the use of cash as a transfer modality in 2014–16 
(Smith et al., 2018) and moves to streamline delivery through electronic 
transfers and single platform delivery mechanisms suggest that efficiency 
gains are being made.

More broadly, although largely anecdotally, significant efficiencies have 
been produced through the use of technology: biometric technology for 
the registration of aid recipients and – although only at the pilot stage – 
blockchain technology to reduce the costs of using mediating institutions 
such as banks. These and other areas appear to have great potential, but 
this will most effectively be realised only if large numbers of agencies adopt 
the same platforms and approaches. In 2015–17, the majority of approaches 
to technology and innovation were ‘ad hoc and uncoordinated’ (Metcalfe-
Hough et al., 2018: 42). Another area that several interviewees suggested 
had been given impetus by the Grand Bargain, and where they felt some 
initial progress was being made, was in the development of common 
procurement and supply chains for UN agencies. 

Factors affecting efficiency

Scale
There is good evidence that larger programmes produce efficiencies 
of scale. One of the most comprehensive efficiency studies to date was 
produced by the International Rescue Committee (IRC) as part of its Best 
Use of Resources Initiative. The study, which covered a range of sectors and 
activities, found that ‘[s]cale is important. Because of the “fixed” nature of 
program management costs, large scale (in terms of quantity of latrines built 
within a program) latrine-building efforts made programs cost much less 
per person-year of access achieved’ (IRC, 2016b: 1), while in child protection 
case management, ‘the scale at which programs operate has major impact 
on the cost per child served’ (IRC, 2016a: 1). Similar findings were made 
with respect to legal aid and cash transfers (IRC, 2016c; 2016e). An Overseas 
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Development Institute report on ECHO funding likewise found that 
‘larger projects benefitted from a critical mass of investment in support 
services and structures. This meant that … support costs did not increase in 
proportion with the scale of activities after a certain point’ (Mowjee et al., 
2017: 14). The importance of scale is also one of the main conclusions of a 
major evaluation of transfer modalities conducted by ECHO, which found 
that it is ‘a key driver of cost efficiency’ (ADE, 2016: ii).

The structure of the humanitarian system
The structure of the humanitarian system itself is seen as a major cause 
of inefficiency. The fact that the system is composed of a large number of 
agencies with overlapping agendas can lead to the duplication of costs, 
while reducing the scale (and hence the efficiency) of activities by dividing 
them among various different actors. Duplication occurs at all levels, from 
donors to activities on the ground. Despite some discussion in the run-
up to the World Humanitarian Summit on the practicality of merging or 
reconfiguring UN agencies to reduce duplication and competition (Knox 
Clarke and Obrecht, 2015), there was little appetite at the Summit for 
radical reform, and instead donors and agencies agreed, as part of the Grand 
Bargain, to reduce duplication and management costs within the existing 
structure. Some progress has been made by the UN in this area, particularly 
on procurement. 

One obstacle to efficiency particularly remarked upon by key informants, 
and which has received some attention in the literature, is the requirement 
to provide large numbers of different reports, in different formats, to 
different donors (Penoy et al., 2016; Stoddard et al., 2017). The issue 
was central to the International Council of Voluntary Agencies’ (ICVA) 
‘Less Paper More Aid’ campaign and, again, is part of the Grand Bargain. 
A common template was developed in 2016, but key informants and 
interviewees generally felt that little progress had been made subsequently 
in Grand Bargain discussions: the independent review judged that the issue 
had reached an ‘impasse’ in 2017 (Metcalfe-Hough et al., 2018).

At the level of operations, the Cluster approach was developed in part to 
reduce duplication between agencies. Previous ALNAP research suggests 
that it has been broadly effective (Knox Clarke and Campbell, 2015a; 
2016), and country-level interviews for this report, as for the two previous 
editions in 2012 and 2015, confirmed this. However, both the interviews 
and a number of evaluations suggest that coordination mechanisms are 
not always themselves particularly efficient, notably in their use of time 
(Darcy, 2016a). This may reflect a move away from operational coordination 
– making sure that programmes do not overlap – to the production of 
information for the creation of country strategies, Humanitarian Response 
Plans and the like (Knox Clarke and Campbell, 2016). In 2015–17, the 
Cluster-based coordination system struggled to provide effective platforms 
for coordinating cash assistance (Bailey and Harvey, 2017; Knox Clarke 
and Campbell, 2016; Steets and Ruppert, 2017b). A number of interviewees 
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talked about duplicatory, fairly small-scale cash programmes, often 
seemingly conducted in competition by different agencies. 

The humanitarian system is not only atomised, it is also layered. Money 
often passes through a number of organisations as it moves from donor 
to output, and this obviously creates the potential for inefficiencies as 
funds are consumed to support the machinery of the agencies involved 
at each stage. ODI research in relation to ECHO grants (Mowjee et al., 
2017) illustrates the difficulties of understanding the path that funds take 
from donors to crisis-affected people: projects are very different, and so 
the amounts received by end users vary wildly, from 2% to 91% of the total 
grant amount.6 The same report considered the amount of money lost 
in intermediate ‘layers’, and concluded that the different organisations 
involved appeared to be providing different and complementary services, 
adding value at different stages of the project, rather than wastefully 
duplicating one another’s activities. Other research on this topic also 
suggests that intermediate actors can add value, but cautions that, where 
this does happen, it may not be ‘commensurate with the transaction costs 
generated’ (Stoddard et al., 2017: 20).

Timing
A number of key informants and evaluations (Logan et al., 2015; UNICEF, 
2017a) make the point that responses that occur at the peak of a crisis are 
typically more expensive for the same results7 than earlier, more preventive 
action. As a result, there has been some focus on preparedness as a way 
to improve efficiency (Logistics Cluster, 2018; Meerkatt et al., 2015). The 
problem here is that, if the anticipated event does not happen, the costs of 
preparedness can be wasted. One way of addressing this is to focus on ‘no 
regrets’ options: that is, preparedness activities which produce outputs that 
are useful regardless of whether a specific crisis occurs. Another possibility 
is to focus on areas where the cost of a crisis would be inordinately high 
(e.g. major cities at risk of earthquakes), or on areas where the chances of a 
crisis occurring are particularly strong (e.g. the Horn of Africa). A number 
of researchers have tried to examine the cost-efficiency of earlier response 
in these areas (Cabot Venton, 2018; Cabot Venton et al., 2012; Catley and 
Cullis, 2012). One study suggests that an early humanitarian response in 
Kenya, Ethiopia and Somalia would save an estimated $1.6 billion over a 
15-year period. Another $1.5 billion could be saved through social safety 
net programming, compared to the provision of food assistance. However, 
in considering these findings it is important to remember that they are 
estimates of potential cost savings, based on predictive models involving 
a number of important assumptions.8 While it seems that certain types of 
early response could lead to significant cost savings, there is little empirical 
evidence that early response has saved costs. 
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Local or international?
The final factor often seen as affecting efficiency is the degree to which 
goods and services are obtained in the country where the crisis has 
occurred, or are obtained on international markets and transported to the 
crisis. There are two main elements to this: the procurement of goods and 
the relative efficiency of international as opposed to local organisations as 
service providers. A number of studies have shown that local procurement 
(where it can be achieved at scale) can be cheaper, particularly for low-
value, non-processed products such as food (Catley and Cullis, 2012; Lentz 
et al., 2012), but also other commodities, including building supplies 
(Matopoulos et al., 2014).

With respect to the share of assistance provided by national and local 
institutions, the picture is a little less clear. There appears to be only limited 
evidence in this area (perhaps because national authorities do not regularly 
publicise expenditures, while national NGOs do not in most cases receive 
the levels of support that would allow a direct comparison). Investing in the 
capacity of national and local government should be a cheaper alternative in 
the long term (Grünewald and Burlat, 2016; Grünewald and Schenkenberg, 
2016); one would expect national NGOs to be able to provide assistance 
more cheaply were they the same size as an international NGO or UN 
agency, but few national NGOs are this large and so will not benefit from 
the efficiencies of scale outlined above. It is also dangerous to assume that 
national response is somehow the ‘budget option’, and that national and 
local NGOs should necessarily accept paying lower wages or spending less 
on equipment or security in order to keep costs down.

Efficiency in different contexts
In the responses to the practitioner survey, 60% suggested that efficiency 
was good or excellent in ‘natural’ disasters, compared to 51% in situations 
of conflict and only 48% in refugee contexts. The other sources do not give 
any clear indication of why this should be. It may relate to improvements 
in preparedness and to the increased use of social protection mechanisms 
in ‘natural’ disasters (although social protection systems – and cash – are 
also being used in a number of refugee contexts). Alternatively, the siloed 
nature of responses may be more cumbersome and inefficient in conflict 
and refugee contexts, where life-saving activities almost invariably turn into 
longer-term service provision and livelihood support. 
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Box / Innovation in the humanitarian system
The SOHS 2015 report highlighted the growing role of innovation in 
humanitarian action, noting that ‘[t]he concept of innovation itself, as 
an organisational aspiration and area of activity, has taken root in the 
humanitarian system’ (ALNAP, 2015: 102).  

In the years since, innovation ‘labs’/‘hubs’ have continued to be 
established, with some organisations closing or scaling down their 
innovation units, and others creating or expanding theirs. Several 
organisations have developed learning materials and training to 
support better and more consistent innovation, with an increased focus 
on field-level and operational innovations. While it is difficult to verify 
this because of a lack of baselines, funding for humanitarian innovation 
appears to be increasing, with several high-profile competitions and 
challenge funds launched by UN agencies and donors, including the 
USAID–DFID–Grand Challenges Canada fund, a $15 million fund to 
support ‘innovations that enhance the effectiveness and efficiency 
of humanitarian assistance’ over a five-year period from 2018–23. 
Support for field-level innovation is increasing through individual 
organisational initiatives such as the UNHCR Innovation Fellowship 
programme, as well as multi-organisational initiatives such as the 
Response Innovation Labs, established after the Nepal earthquake in 
2015, and START Network Innovation Labs.

There have been several significant innovations in specific 
areas. Finance has seen the lion’s share of bold, potentially game-
changing ideas. The ICRC launched the first social impact bond 
for humanitarian action, generating a €22 million investment in 
humanitarian response over a five-year period. Several actors are 
exploring risk financing for humanitarian action, including the World 
Bank, whose increased engagement in humanitarian settings is 
expected to drive further financial innovation. Blockchain, relatively 
unknown in the sector just a few years ago, is being piloted by 
several agencies as a tool for more efficient and transparent financial 
transactions between donors, suppliers and affected populations.

The health sector accounted for a third of all innovation outputs 
from 2015–17, followed by food security and early recovery (Elrha, 
2017). Despite increasing recognition that innovation is broader 
than simply ICT, ICT-focused solutions continue to offer some of the 
most notable innovations. OCHA’s humanitarian exchange language 
(HXL) project, mentioned in the SOHS 2015, has continued to grow 
its user base and is now supported by a newly-established Centre 
for Humanitarian Data in The Hague. Humanitarian agencies are 
developing new digital tools and applications to collect and share 
information with crisis-affected people to carry out diagnostic 
and assessment tasks, and to deliver assistance. Some agencies are 
exploring Unmanned Aerial Vehicles (UAVs) and artificial intelligence, 
but these technologies are not in mainstream use, in part due to 
national regulations and ethical concerns.



211
P

erform
ance of 

the S
ystem

E
fficiency

Few innovations have truly taken hold, however, raising questions 
as to how innovation can be taken to scale for wider impact. A global 
review of innovation activity and funding from 2015–17 found that 
funding for humanitarian innovation is mostly going to organisations 
headquartered in Europe and North America (Elrha, 2017). The 
same review found that most innovation activity is focused on crises 
driven by natural hazards rather than conflict, despite the fact that 
conflicts generate a greater proportion of the humanitarian caseload. 
Innovation activity in humanitarian settings is still largely a-contextual 
and driven by the interests and perspectives of international agencies 
(Ramalingam, 2016).

The failure to bring innovations to scale is driven by multiple 
factors, none of which has been deeply explored, as humanitarian 
actors have instead focused more on early-stage innovations and 
piloting. Research and the growing experience of innovators in the 
sector (Ramalingam et al., 2015; Deloitte, 2015; Gray and McClure, 
2015; Elrha, 2017) are driving a consensus that the scaling gap is a 
core challenge that must be addressed if the sector is to reap the full 
benefits of innovation. Several scaling initiatives have been established 
to address this challenge, including the UNHCR–UNICEF accelerator 
for humanitarian education innovations and the Humanitarian 
Innovation Fund’s (HIF) Journey to Scale programme. The World 
Humanitarian Summit also saw the creation of a multi-agency 
member-based organisation, the Global Alliance for Humanitarian 
Innovation, to address the collective and systemic barriers to scale 
more explicitly. By the time the next SOHS report is published, ideally 
these efforts to take innovation to scale in humanitarian action will 
have made progress, though, as noted in the 2015 edition, ‘it will be an 
uphill battle’ (ALNAP, 2015: 103). • ALICE OBRECHT, ALNAP 
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Endnotes for this criterion 

1. Although some key informants (KI) felt that this data could be obtained 
through interviews and other approaches, if there were an interest in 
doing so.

2. At the national and local level, in-kind aid is always dependent on the 
private sector for the production of commodities; the question is where 
in the supply chain humanitarians can most efficiently engage.

3. There could be a number of reasons for this – including purchasing 
choices made by cash recipients – so it does not conclusively show that 
food is more expensive locally than when imported.

4. As Bailey (2014: 11) explains: ‘[generally] the calculation does not take 
into account that the cost of the food aid to an aid agency might have 
been more expensive or cheaper than the cost of goods on local markets. 
If the food costs an aid agency more to procure compared to local prices, 
the efficiency of cash approaches would be even greater. If not, food 
could emerge as more efficient. Whether or not a transfer is cheaper 
depends on whether an aid agency, for reasons of economy of scale and 
access to goods at global prices, can procure goods more cheaply than 
the local market can provide them, while factoring in associated costs 
like transport and storage, contamination and wastage’.

5. WFP’s system of Omega values attempts to address this by comparing 
the nutritional value of different food baskets and the cost of providing 
them (Bailey, 2014). The point also underlines the importance of market 
assessments in deciding between cash and in-kind distribution.

6. The 2% and 91% were outliers: ‘The projects at both extremes were a 
number of UN agency projects with clear reasons for the unusual levels 
of Tier 1 costs. The UN agency project with 91% Tier 1 costs involved 
the purchase and transport of vaccines to Ethiopia, with no other 
costs included. In the project with 2% of Tier 1 costs, the UN agency 
purchased cholera supplies as part of another project’. However, even 
leaving these two projects aside, the range was just under 70%.

7. Timing is arguably as much about cost-effectiveness – costs to results 
– as it is about cost-efficiency – costs to outputs. However, many inputs 
cost more to procure and transport at the peak of a crisis than at an 
earlier point.

8. For example, assumptions about how people would behave if they 
received assistance earlier.


