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Learning Objectives 
At the end hope you can answer better the 
following questions: 

• What are LRP and market based 
interventions and why do we use them? 

• Why markets are so integral? 
• What are strategic and social sourcing? 
• What are some practical steps to enable 

these approaches? 
• What are some special considerations for 

food sourcing?  
 
 



So what is LRP and why 
do we do it? 

Presenter
Presentation Notes
Ask the group this question and write down on flip chart their feedback. Should capture most of what will in next slides. 



What is LRP? 

• Alternative to foreign food aid. 
• Source from the local market or regional 

market. 
• Europeans championed it in early 2000s.  
• WFP has become a main actor for food.  
• LRP has morphed into market based 

interventions (MBI).  
• Big shift in emergencies from food primarily 

to NFIs, cash and multipurpose grants.  
 

 
 

Presenter
Presentation Notes
Local and regional procurement (LRP) is an alternative to foreign food aid or sourcing from the source country for delivery to the target country. LRP involves being able to source from the local market, be it the capital market or a state or province market, or from a country nearby in the region. Europeans championed it in early 2000s and WFP has become a main actor for food. NGOs and FBOs did some LRP for food early on but have since evolved LRP to become market based interventions with a shift from source and deliver to provision of cash or vouchers. Focus has shifted from food primarily to NFIs and multipurpose grants. Market based interventions--broad set of disaster response options that move away from traditional bulk purchase and distribution methods to approaches that work through local markets and aim to give greater flexibility and choice to program participants:Market-integrated relief: practice of working through markets to provide relief and basic services (transfer of assets & services)—in kind, LRP, Cash, Vouchers, seed fairs.Indirect market support : address bottlenecks in market systems to facilitate the delivery of (a) specific good(s) to a defined vulnerable target group. Market support could include activities such as infrastructure rehabilitation, loans or grants to traders, transport subsidies, temporary storage, advocacy on trade policies etc--Market strengthening and development: related to economic recovery and/or strengthening of market systems, primarily with the objective of reinforcing markets, and thereby protecting, rehabilitating and strengthening livelihoods. Examples: support sustainable and productive ag, employment creation, financial services, supply and value chains, productive assets, and enterprise development. 



What are market based interventions 
(MBIs)? 

Presenter
Presentation Notes
Broad set of response options that move away from traditional bulk purchase and distribution methods to approaches that work through local markets and aim to give greater flexibility and choice to program participants:Market-integrated relief: practice of working through markets to provide relief and basic services (transfer of assets & services)—in kind, LRP, Cash, Vouchers, seed fairs.Indirect market support : address bottlenecks in market systems to facilitate the delivery of (a) specific good(s) to a defined vulnerable target group. Market support could include activities such as infrastructure rehabilitation, loans or grants to traders, transport subsidies, temporary storage, advocacy on trade policies etc--Market strengthening and development: related to economic recovery and/or strengthening of market systems, primarily with the objective of reinforcing markets, and thereby protecting, rehabilitating and strengthening livelihoods. Examples: support sustainable and productive ag, employment creation, financial services, supply and value chains, productive assets, and enterprise development. 



Some positive outcomes of LRP and MBIs 
• Ensure timeliness in emergencies/agile supply 

chain 
• Usually cheaper—less transportation, 

warehousing and handling costs. 
• Option of preferred foods  
• Strengthen local economies and supply chains 
• Increase local acceptance 
• Support local farmers– source from surplus to 

provide to deficit areas. 
• Government restrictions – GMO bans 

Presenter
Presentation Notes
Gov’t restrictions example:  One of the largest LRPs of CRS was in Zambia, so HEPS was manufactured inside Zambia.



Markets have many forms 
 
 • Macro: international, regional and national. 

• Micro: Provincial/State, Capital, Border, and 
local. 

• Chains from producers to consumers. 
• Trading systems: structures, rules and players. 
• Seasonal markets. 
• Specialized markets: finance, telecoms 

construction. 
 

 
 

Presenter
Presentation Notes
Sometimes best not to source from region and then transport to another country since cross border processing can be complicated unless you know how to do it. Though you may pay a fee it can be advisable to purchase from capital or border suppliers.Markets – where buyers and sellers come together to obtain information and exchange commoditiesMarket chain – the sequence of market actors who buy, sell and transform a product or item as it moves from the initial producer to final consumerMarket system – the complex web of people, trading structures and rules that determines how goods and services are produced, accessed and exchanged. Every market has two main perspectives: buyers vs sellers, or users vs traders.A market is said to be functioning well when goods flow into the market in times of deficit and out in times of surplus, via private trading.A market is said to be functioning inefficiently when the costs of moving commodities in and out of markets are greater than the marginal profit received to do so.Market efficiency factors:Integration across markets.Market structure (competition).Availability of information on prices and costs.Formation of prices.Ease of entry and exit.Reliability of contract enforcement.Institutional framework (infrastructure, government policies, etc.).SeasonalityMarket integration – The degree to which market systems in different geographical areas are connected to each other.Markets are integrated when: price shocks from one geographic market are transmitted to other markets through the trading of goods. supply of food adjusts spatially to meet demands.  an increase in prices in a market signals traders to bring in more supply, bringing prices back down.Competition – rivalry in the market place. Exists when buyers and sellers have a real choice between alternative market actors.If there is not competition in markets, collusion between traders can cause prices to rise (or stay high), even though supplies are available and the market system is otherwise performing well. Market power – a single actor – or small cartel working in collusion – is able to dictate or strongly influence prices in their own favor, thus earning excessive profits.Formation of prices is how prices are set between buyer and seller: auctions, negotiation, postingSeasonalityThe number and type of participants engaged in the market may change over the year.For example, the numbers of traders and transport services tend to peak around the harvest period.The volume, origin and quality of commodities in the market change over the year.Local products are more common at harvest time and imported products are more common during the lean season.Road infrastructure becomes unusable during the rainy season in areas that do not have all-weather roads.The quality of perishable products such as vegetables and grains changes throughout the year and can influence prices.Market prices at all levels of the market also follow seasonal patterns.



Markets are where everyone… 

 
 

• Gets their food, essential goods and 
services; 

• Finds their paid work, jobs, and workers. 
• Obtains opportunity to trade or sell 

commodities and services. 
• Is exposed to new technologies and 

innovations. 
• Can share ideas, opinions and messages. 
 
 
 

Presenter
Presentation Notes
Markets are a part of everyone’s livesMost people – especially the poor – rely on markets to provide food, essential goods and servicesMarkets also provide access to paid work and mechanisms for selling commodities and servicesIntroduce new tech and innovations.



Market have the power to magnify… 

 
 

• Strengthening markets can improve everyone’s 
lives and livelihoods through increasing 
availability and access. 

• While harming markets can have serious 
negative impacts, particularly on the poor. 

• Markets are affected by shocks, and responses 
to shocks also affect the market. 

• Responding via local market can achieve 
greater local impacts and multiplier effects. 

• Markets can help spread ideas, techniques and 
messages faster. 
 

 
 

Presenter
Presentation Notes
Strengthening markets can improve everyone’s lives and livelihoods, while harming markets can have serious negative impacts, particularly on the poorImportant to understand markets, so we know if our programs are strengthening or harming marketsMarkets can be affected by a shock, and also our response to the shock.Markets can form part of the response.Markets can spread ideas and behavior change messaging via multiple contacts and transactions.



What is the difference 
between transactional 
sourcing and strategic 

sourcing?  

Presenter
Presentation Notes
Ask the group this question and write down on flip chart their feedback. Should capture most of what will in next slides. 



Transactional sourcing 

Competitive sourcing using open 
tenders or requests for quotations/bids 
from pre-selected suppliers.  
 

Presenter
Presentation Notes
This is the way most of use have been setting up our sourcing where we focus on meeting donor compliance requirements for sourcing. It is primarily focused on process compliance.Big weakness is it is passive and not proactive with market, and suppliers can collude to raise prices since no emphasis is placed on knowing fair market price or what other actors are paying. Does not have a intent to identify distribution and wholesale prices versus retail prices. Knowledge and learning is limited to information suppliers share. 



Traditional sourcing mechanisms 

• Request for quotations (RFQs) 
• Request for proposals (RFPs) 
• Bid committees 
• Sealed bids 
• Purchase Orders (POs) 
• Definite quantity contracts 

 



Strategic sourcing 

Through good analysis of needs and 
markets, directing sourcing to proven 
suppliers that offer best value for 
money, and negotiating favorable price 
and terms.  

Presenter
Presentation Notes
‘It is an institutional procurement process that continuously improves and re-evaluates the purchasing activities of a company’--wikipedia



Needs 
Analysis 

Market 
Research 

Request 
for 

Proposals 

Negotiate 
Terms  

Agree on 
Contract Continuous 

improvement 
process 

Presenter
Presentation Notes
Needs analysis includes looking at past sourcing, current plans  and future projections. The analysis should develop a SCM plan. Market research means zeroing in best suppliers for quality, price and delivery terms. Also involves determining changes to current arrangements. Negotiations are based on what peer organizations are getting, what private sector gets and any possible discounts for humanitarian considerationsor supplier solidarity Contracts are longer term and indefinite quantity and negotiated terms. Feedback mechanism involves learning what works well, what not, and thoughts on how to improve in next round. 



Additional sourcing options 
• Sole sourcing 
• Tactical sourcing 
• Internet pricing 
• Market assessments: macro, micro, 

specialized, and rapid. 
• Open contracts: Indefinite quantity 

contracts/framework agreements 
• Market based interventions (MBIs): 

• Directed market use—vouchers, seed fairs 
• Open market use--cash transfers & multipurpose grants.  
• Electronic delivery--Prepaid bank cards, e-money, mobile 

money, e-vouchers etc 

 

Presenter
Presentation Notes
At a basic level, a market assessment can be used to understand the supply chain and ensure that any of our purchases are not going to negatively impact local markets – whether we NGOs procure directly from local or regional vendors, or whether beneficiaries procure items themselves through cash or vouchers. IOM CGI in Philippines example of when this was not done and negative effects. We should try to carry out some form of rapid markets assessment prior to making any significant procurements to make sure we will not negatively impact local or regional markets, and we need to share our findings with peers for their consideration.  



What is social sourcing?  

Presenter
Presentation Notes
Ask the group this question and see what they say. Then present next slides. 



Social sourcing 

Sourcing locally from smaller 
suppliers with a purposeful 
developmental and/or acceptance 
objective. 

Presenter
Presentation Notes
Social sourcing will involve paying a bit more for the same goods but this is acceptable up to a certain level (<25%) provided the additional social benefits. 



What are some of the multiplier effects 
of social sourcing? 

 
 

Presenter
Presentation Notes
Social sourcing can have development benefits all along the supply chain: If buying food then Smallholder ag producers stimulus – offering an increased demand base (“pump priming”)Also if sustained it could stimulate production for local processing industries (ensuring sufficient inputs)Supports local vendors and traders to maintain market channels.Multipurpose grants give beneficiaries more freedom to use resources as need most and can impact multiple segments of local economy. Finally more cash in local economy allows for increased investment and development. 



Group work:  
Divide into 4 groups looking at:  
1) transactional sourcing;  
2) strategic sourcing;  
3) social sourcing; and  
4) market based interventions. 
Each group should look at 5 pros/ 
benefits and 5 cons/ challenges 
when implementing their type of 
sourcing method.  
Duration 20-30 minutes  

Presenter
Presentation Notes
Ask the group this question and see what they say. Then present next slides. 



How can we move more 
towards strategic and social 

sourcing? 

Presenter
Presentation Notes
Ask the group this question and see what they say. Then present next slides. 



Maximize use of market 
• Know the market like private sector actors.  
• Identify the best suppliers and develop 

strategic relationships with them.  
• Yet remain agile to market changes and open 

to new partnerships if better options. 
• Strategic relationships with suppliers not only 

about obtaining favorable terms but also 
about enabling innovation and value added 
collaborations.  

Presenter
Presentation Notes
Strategic sourcing requires a more proactive market engagement where we  know the market like private sector actors do. We need to be able to identify the best suppliers and develop strategic relationships with them. Strategic relationships with suppliers enables for favorable value for money terms and integrated innovation since suppliers will know our needs better.This type of market analysis must be continuous through market monitoring.When new options present themselves that are more competitive and/or effective then need to be able to adjust strategic relationships and/or make new ones. 



Supplier diversity 

 
 

• Distributors (1st hands) 
• Wholesalers (2nd hands) 
• Retailers (2nd & 3rd hands) 
• Shell retailers (no stocks) 
• Informal vendors (no docs) 

Presenter
Presentation Notes
If going for strategic sourcing then fewer hands better. If going for social sourcing then could end up being local retailers (formal) or informal vendors. If informal vendors then need to get agreement with donor to use this strategy and determine which types of docs will work. The later may be easiest to do with private funds. 



Develop practical SCM plan 

 
 

• Based on good needs and market  
awareness. 

• Link needs to markets and which 
suppliers per market.  

• See if any market based options or social 
sourcing possible, or mix. 

• Consider full range of delivery 
mechanism per type of interventions 

• Determine how many options needed to 
avoid assistance ruptures (A,B,C)  

Presenter
Presentation Notes
Carried out at start of cycle through looking at parts, present and future needs and analyzing options currently in markets.Once you know the needs then you have to determine which markets to target and which suppliers per market. Delivery mechanisms can be related to direct sourcing and delivering, or it can be through MBI and using financial or telecom services.Need to consider how big the demand is and how robust each market is and to determine how many options you should consider in your planning. Need to consider what can be outsourced to local market and what has to be sourced. Also should determine if there will be social sourcing.



Go /No Go criteria for suppliers 
• Goods meet national, other quality and 

hygiene standards 
• Market share (small/ medium; i.e. 

intentionally targeting small vendors)  
• Willingness to participate and deliver goods 

to approved points 
• Sufficient supply chain to increase stocks to 

meet new demand 



Additional eligibility criteria may include 
• Vendor has a trading license (where 

applicable) 
• Vendor has bank account (where 

applicable) 
• Vendor is literate (or has literate helper) to 

record data 
• Inclusion of men and women  
• No “unwanted” links to particular groups 

(terrorist clause) 
 

 



Other SCM factors to consider 

 
 

The SCM plan should also consider other 
key operational issues affecting the flow 
of supplies such as:  

• security  
• access 
• personnel 
• transport 
• storage  

• handling  
• distribution  
• recording   
• payment 



Regular market monitoring 
• Good market analysis requires regular market 

monitoring of prices, competition, and supply 
and demand trends.  

• Need to know market trends well to determine 
which options are possible and for how long.   

• Have to have good 
market triggers to 
adjust engagement 
if needed.  

Presenter
Presentation Notes
Good market analysis requires regular market monitoring at all levels.  It is critical to know market trends well to be able determine which options are possible and for how long.  Very important for social sourcing!!Have to have market triggers to adjust engagement if needed. Make plug for MARKit tool.



Appropriate 
intervention 

Impact on 
access 

Make 
improvements 

Learning 

Why  
monitor  
prices? 

Price 
monitoring is 
an important 
part of all 
programming 
procurement 
whether LRP 
or MBI.  

Presenter
Presentation Notes
Why monitor prices?Assess whether the modality and level  of intervention continue to be appropriateKnow what effects, if any, the intervention is having on the market and people’s access to the marketUnderstand whether altering the intervention is necessary, and in what fromHelp improve future program design through lessons learnedPrice monitoring is only one form of market monitoring.  However, as a starting point we’ve considered it a good proxy for market function.  There are other factors such as competition (#s of vendors, size of vendors); trade flows and volumes; The MARKit tool provides step by step guidelines to ensure that food assistance implementers (cash, voucher, local purchase and Title II) in the field:(1) Understand Markets (to understand why they are monitoring markets)Assess the risk that continuing the intervention will further exacerbate the price change,  Gather Data (to collect standardized price data either using secondary sources or by setting up enumeration systems) Calculate Price Changes to conduct basic visual analysis to identify price anomalies,  Investigate the Factors to think through potential causes and implications once a price change is identified, and guidelines on how to adapt programs to mitigate unintended negative impacts on market systems.  



What else do we have to 
consider if we want to 

source food? 

Presenter
Presentation Notes
Ask the group this question and write down on flip chart their feedback. Should capture most of what will in next slides. 



Food safety 
• Regular food aid all testing and certification 

is already done prior to receipt (for USG). 
• With LRP and MBI also need to ensure food 

safety and quality control.  
• Need to follow local standards use national 

capacity for testing be it government or 
private lab.  

• Testing and sampling more complicated with 
more vendors with varying standards.  

• Testing is not cheap and takes time so may 
slow down response.  



Storage 
• Lack of mechanical drying and handling 

equipment at local level may affect product 
uniformity. 

• Lack of product uniformity such as varying 
moisture content may spoil other bags if stored 
together. 

• Difficulties in assuring proper storage and 
variable climatic conditions.   

• Stacking – size and shape of bags may not be 
uniform. 

• Fumigation may be affected by variable 
packaging permeability. 

Presenter
Presentation Notes
For the storage of all goods, the cooler and drier the goods, the longer they can be stored safely.  



Thank you 
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