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The Somalia Cash Consortium

The Cash Consortium is a group of four NGOs (Action Contre la 
Faim, Adeso, DRC and Save the Children) that came together in 
mid-2011 to respond to the huge humanitarian needs in South 
Central Somalia. The Cash Consortium has had a clear emergency 
mandate from the start; the overall aim of the Food Assistance 
for Vulnerable Households in South Central Somalia (FAVHSCS) 
project is to meet basic food and non-food needs, through the 
provision of unconditional cash grants. As markets have proven 
to function well (with essential commodities regularly available 
throughout the crisis and no evidence of inflation linked to cash 
transfers), the Cash Consortium maintains that cash continues 
to be an appropriate response for affected populations in South 
Central Somalia.

The Cash Consortium has used geographic, community-based 
and vulnerability targeting to support those most affected by 
the crisis, giving priority to female-headed households. In 2011-
2012, the Consortium has provided 6-9 monthly cash transfers 
to over 40,000 households in the regions of Hiran, Gedo, Lower 
Juba and Mogadishu. Activities continue in 2013.

Research Studies on Cash Transfer Programming in 
Somalia
In recognition of certain knowledge gaps concerning the 
appropriateness and impact of implementing unconditional 
cash transfer programming (CTP) at scale in Somalia, the 
Cash Consortium commissioned four research studies in 2012 
(finalised in early 2013). There are also plans to conduct further 
operational research in 2013. The overall aim of the research is 
to improve the quality of cash transfer programming through a 
better understanding of the context, markets and social relations 
(especially gender relations), innovation in appropriate cash 
delivery mechanisms and evaluation of the impact of CTP at scale.  

In 2012, the following studies were 
conducted:

Study on the impact of cash transfers 
on access to credit: cash transfers have 
affected beneficiaries’ borrowing patterns 
and improved their access to local credit 
mechanisms. This research looks at how 
CTP can improve longer-term economic 
resilience by improving access to credit.

Study on the impact of cash transfers 
on gender relations:  research on how 
gender relations at household and com-
munity level been affected in terms of 
decision-making, spending patterns, social 
cohesion and traditional coping mecha-
nisms.

Study on the role of gatekeepers in 
Mogadishu: research on the important 
role gatekeepers play as powerful inter-
mediaries between IDPs and aid organi-
sations. This research identifies practical 
ways to mitigating negative impact and 
work better with gatekeepers to improve 
IDP protection.

Consortium Lessons Learnt: A study 
on the coordination and information-
sharing mechanisms of the consortium 
approach, identifying how processes can 
be improved in order to build consensus 
and make timely decisions, while still 
maintaining the diversity of a consortium 
approach. The added value of setting up 
an NGO Consortium in the context of a 
humanitarian emergency is assessed - did 
it enable a relevant, effective and efficient 
humanitarian response? The study pro-
poses lessons learnt for other consortia 
in future emergencies.
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Executive Summary

Aim
The overall aim of this study was to improve the understanding 
of how cash transfer programming (CTP) affects people’s 
access to credit, within the context of South Central Somalia.

Methodology 
Data was collected in Hiran, Gedo and Benadir (Mogadishu) 
regions. The data collection methods used included: a desk 
review of available literature; discussions with project staff; 
semi-structured interviews, questionnaires and focus group 
discussions (FGD) with beneficiaries, non-beneficiaries and 
other stakeholders. 288 people were consulted in this study.

Key findings
Credit terms and patterns

The two main types of credit are: ‘cash’ and ‘in-kind’ credit

Credit is obtained mainly from shop owners, general traders, 
local business people, relatives, and community leaders.

Credit amounts for cash start from $30 (with no upper 
limit), while credit amounts for in-kind credit ranges from 
$5 to $30 on average.

Conditions for accessing credit were uniform across 
livelihood groups and included: being a local resident, being 
well known to the lender, of a good reputation, providing a 
respectable guarantor, possessing known assets or having 
known sources of income. 

No special conditions for giving credit to either women or 
men were observed. However, some credit providers state 
that they prefer to lend to women, as 89% saw women 
as more ‘reliable’ and therefore less likely to default on 
payments.

Prices of goods taken on credit are usually marginally higher 
than if cash was paid up front (sometimes by up to an 
additional 10%).

People are more likely to borrow at the end of a month and 
repayment periods depended on the circumstances of the 
borrower.

In only a few cases was an agreement signed between the 
lender and the borrower.

•	

•	

•	

•	

•	

•	  

•	

•	

Picture courtesy of 
Alexandra Strand Holm 
(DRC) 2012
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•	

Executive Summary

Impact of the cash programme on beneficiaries’ access 
to credit:

The cash programme enabled beneficiaries to pay back 
their previous debts and hence access further credit more 
easily.  There was therefore synergy between the local credit 
system and the cash programme, as both were mechanisms 
that helped to support the livelihoods of the same groups 
of people.

The fact that many debts were repaid during the project 
period had a multiplier effect by enhancing the businesses 
of local traders and money-lenders.

The contribution of the cash grant to longer-term economic 
resilience was significant since it ‘cushioned’ beneficiaries 
through difficult or lean periods. Some people were also 
able to use the cash to establish businesses that would 
make them self-sufficient and better able to cope with harsh 
times in the future. 

The cash grants had minimal negative impact on longer-
term economic vulnerability, as the beneficiaries were aware 
of the short duration of the support (6-9 months, depending 
on the area). Generally beneficiaries stated that they only 
received enough to address their immediate situation ($90 - 
$120 USD/month). The cash transfers were not thought to 
create significant longer-term dependency (though shorter-
term dependency was frequently referred to).

Recommendations
Improve communication to beneficiaries about their entitle-
ments: in order to help cash transfer recipients manage their 
debt repayments, NGOs must improve their communication 
and awareness-building campaigns. Beneficiaries should know 
how many cash transfers they will receive, and when the 
transfers will come to an end, thereby enabling them to lev-
erage credit and borrow appropriate amounts.

Better monitoring of patterns of debt and credit: NGOs should 
routinely monitor not only the percentage of cash grants that 
are spent on debt repayment, but also whether the debts are 
new, or old, and the purpose of debt. This will help decision-
making around increasing beneficiaries’ access to credit.

•	

•	

•	  

•	

Seasonality of access to credit: the 
seasonal nature of access to credit 
should be better taken into account, 
both from the perspective of 
borrowers (when they most need to 
access credit) and the perspective of 
lenders (their capacity to lend at any 
given time). If the issue is with credit 
supply, market-based interventions to 
restore the capacity of money-lenders 
to offer credit should be considered.

Poor access to credit should be 
considered as an indicator of 
vulnerability: given that accessing 
credit is a key coping mechanism in 
Somalia, the inability to access credit 
should be considered as an indicator 
of vulnerability. This needs to be better 
understood – why certain individuals 
may or may not be credit-worthy – 
and programmes should be designed 
to help address this.

Exploring alternative ways to access 
credit: currently in Somalia most 
individuals access credit via existing 
contacts such as shop-keepers, 
traders and family/clan members. 
However, this may change in the 
near future. NGOs should continue to 
analyse the possibility of alternative, 
private-sector options for micro-
saving and borrowing, and attempt to 
integrate this into their programmes 
where and when appropriate. For 
example, as the use of mobile money 
increases in Somalia, mobile phone 
companies may begin to start offering 
micro-banking services (as is the case 
in Kenya).

•	

•	

•	
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Picture courtesy of Alexandra Strand Holm (DRC) 2012
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1 Introduction

Background to the Study
In Somalia, accessing credit to meet short and long-term needs 
is a traditional coping mechanism. Pastoralist and agro-pastoralist 
households, for example, commonly go into debt to meet their 
basic food and non-food needs. Repayment is then made once 
livestock is sold, or when crops are harvested. In the case of 
the vulnerable urban poor, including Internally Displaced Persons 
(IDPs), income sources vary little with seasonal changes, but 
accessing credit is an essential coping mechanism. Low pur-
chasing power due to loss of income or assets, or resulting from 
increased expenditure, can result in high levels of debt among 
poor households. High levels of debt within a community can 
in turn lead to the collapse of the credit system. A cash-based 
response may help beneficiaries to pay off existing debts and 
access new credit, revitalizing credit and market systems in 
communities.

Since the Cash Consortium began implementing unconditional 
cash transfers in mid–2011, extensive monitoring data on pat-
terns of household expenditure has been collected. The infor-
mation includes baseline data on spending prior to the project’s 
implementation, and after each consecutive cash distribution 
(which ranged from $90–$120 USD, depending on the calcula-
tion of the Minimum Expenditure Basket, MEB).1  It was noted 
that, even after a number of cash transfers had been received, 
households continued to use part of the grant for debt repay-
ment, on average 23% of the grant.2 The fact that existing 
grants were being repaid, combined with the increased income 
of the beneficiary households, allowed them to access more 
credit from local traders; 78% of sampled households stated 
that they were able to access more credit than before receiving 
the cash grants.

The Cash Consortium therefore commissioned this study to bet-
ter understand the nature of debt and credit patterns. Though 
the primary objective of the Cash Consortium’s Food Assistance 
to Vulnerable Households in South Central Somalia (FAVHSCS) 
project was lifesaving, i.e. meeting food and non-food needs, the 
study seeks to analyse the links between emergency response 
and longer-term objectives. Therefore, this study assesses  the 
relationship of the CTP to beneficiaries’ access to credit and 
the potential significance in building resilience among vulner-
able households. 

Aim and Objectives
The overall aim of this study was to im-
prove our understanding of how cash 
programming affects people’s access to 
credit. The study set out to achieve a num-
ber of specific objectives:
 

Analyse and document existing prac-
tices around access to credit among 
beneficiaries in relation to types of 
credit systems (cash/in-kind), duration 
of credit and seasonality, credit volumes 
and existing repayment systems and 
interest rates, gender relations, con-
ditionality to access credit by money 
lenders and type of actors involved in 
providing credit services.

Analyse and assess the impact of cash 
transfer programme on local credit sys-
tems in the project areas and docu-
ment differences in existing practices 
in relation to rural and urban areas and 
capture differences based on livelihoods 
zones where possible.

Explore the possible linkage of the cash 
transfer programme in emergency to 
credit systems and see the relation-
ship of the same in building community 
resilience in relation to wealth groups, 
seasonality, and humanitarian support 
and livelihood asset levels.

•	

•	

•	

1This report includes analysis of monitoring data between September 2011 and November 2012.
2Monitoring data shows that beneficiaries spend the unconditional grants to meet their basic needs (average expenditure breakdown 
is 42% food, 23% debt repayment, 7% medical bills, 5% savings, 4% clothes/shoes, and 3% or less on livestock, water, school 
fees, firewood, business investment, household items and rent or shelter material). Cash and Voucher Monitoring Group 2012, 
Final monitoring report of the Somalia cash and voucher transfer programme Phase I: September 2011-March 2012. Longley, Dunn 
and Brewin. UNICEF & ODI. Pg. 37
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2 Methodology

The study was largely a qualitative-oriented information gather-
ing exercise, to understand trends and complement the existing 
quantitative data. Appropriate data collection tools were devel-
oped, including questionnaires, interview guides, and checklists. 
Guidelines for focus group discussions were also developed. 

Interviews were conducted with: beneficiaries and non-beneficiar-
ies, local authorities, members of the village relief committees, 
money-lenders and shop-owners, as well as field staff working 
for the NGOs. Efforts were made to ensure a realistic gender 
distribution, to make data collection more effective during in-
teractions with a total of 288 respondents, see Annex 1 for a 
table outlining the number and type of respondents.

The physical scope of this study included Banadir (Mogadishu), 
Gedo and Hiran regions of South Central Somalia, where Cash 
Consortium agencies are implementing their projects (only the 
area of Lower Juba was inaccessible for this study, due to se-
curity and access constraints.) To cover the vast geographic 
project area adequately, three teams of four people each, one 
for each of the three regions studied, undertook the data and 
information collection process. 

Standard data analysis methods were used including case-by-
case analysis of qualitative information and as well as simple 
tools like MS Excel to process the quantitative data.

Interviews were conducted with: 
beneficiaries and non-beneficiaries, 
local authorities, members of the 
village relief committees, money-
lenders and shop-owners, as well as 
field staff working for the NGOs.
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3 Findings

3.1  Existing practices around access to credit

3.1.1 Credit types and lenders 

Two distinct types of credit systems were identified by the study 
in the target locations and regions, namely the cash credit, and 
the in-kind credit. In a few cases, a combination of the two was 
also established, where a borrower received both cash and in-
kind credit at the same time. 

Cash credit: the most commonly used system was the cash 
credit system. In its simplest form, this system lends cash 
to borrowers on the agreement that it will be paid back at 
a given time. Credit is obtained mainly from shop owners, 
traders and other business people. The amounts given vary 
from as low as $30, with no upper limit, as this is based on a 
number of factors including trust levels; a lender’s availability 
of funds; the borrower’s ability to pay back, etc.

In-kind credit: this system gives food stuffs and other non-
food items to potential borrowers on the agreement that it 
will be paid for, mostly in cash, at an agreed time. Items on 
credit are mostly obtained from shop owners, traders, and 
a few other people who handle items that would be needed 
by households. The most common items taken on credit in 
this form include dry food and non-food items. The volume of 
in-kind credit was difficult to establish, as it was varied and 
depended on individual households’ needs at a given time, 
but it was established that people mostly took items valued 
at between $5 and $30 USD.

A close look at the main actors in credit provision revealed a 
common pattern across livelihood groups. Shopkeepers or shop 
owners are the main credit providers of both cash as well as 
in-kind credit to urban, pastoral as well as farming households. 
Among urban as well as farming households, cash credits were 
also obtained from general traders or big business people. Pas-
toral households on the other hand obtained credit mainly from 
the prominent livestock traders while their farming counterparts 
depended a lot on successful or large-scale farmers for credit, 
besides the shop owners. 

Across all livelihood groups, (farming, pastoral and urban house-
holds to a smaller extent), credit was also obtained from better-
off relatives, from within the extended family and clan system. 
As in all cases there are limited guarantee structures, trust is 

Key Issues

Precondi-
tions

Role of the 
cash transfer 
programme

Types of
debt

Access to
Credit

Debt
Repayment

Stakeholders

Sources
of credit

•	

•	
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extremely important; credit is therefore usually obtained within 
villages or dwelling places, where the borrowers are well known 
to the lenders and therefore may qualify for credit.

3.1.2 Terms and conditions for accessing credit

The terms for giving credit were established to be uniform across 
livelihood groups with very minor variations. Among the individual 
prerequisites for qualifying for credit included being a resident in 
the area, town or village, and for long enough to be well known 
to the lender. Of equal importance was to have a good reputa-
tion or else have a respectable guarantor to qualify for credit. At 
the secondary level, some credit providers demand evidence of 
assets (like a farm, etc.), or a known source of income for one 
to qualify for credit. In urban areas, some credit providers peg 
credit to relatively peaceful conditions and do not give anything 
out when there is conflict, giving reasons like people moving 
away to other places without giving notice as justification for 
this. In such areas, other credit providers make it mandatory 
for beneficiaries to sign an agreement as one of the conditions

In terms of gender, it was established that though there are no 
special conditions for giving credit to either men or women, in 
fact some credit providers were biased towards women in giv-
ing credit, citing a number of reasons for this including the fact 
that they are usually more credible, reliable and pay within the 
stipulated time; they take more responsibility to cover family 
needs; most of them are housewives and have no income; they 
are usually the most vulnerable so they take priority, particularly 
divorcees and widows.

It was also established that interest rates are not charged on 
credit given in Somalia (due to the practice of Islamic finance 
which prohibits charging interest.) However, there can be a ser-
vice fee for borrowing money, and for motivation purposes, in 
some cases discounts are given for early re-payment of credit 
taken. When credit is taken in the form of ‘in-kind’ goods from a 
shop, the price of those goods is often slightly higher (sometimes 
by up to an additional 10%) than if they were paid for upfront.

The study further established that there are times when their 
clients do not qualify for credit for a number of reasons including: 
previous cases of defaulting; a previous criminal record; lack of 
personal credibility; lack of assets, business, or regular income; 
and lack of appropriate guarantors, among others. Other reasons 
given for people not being able to access credit included

The role of NGO ID Cards to 
‘Guarantee’ Loans

As part of the identification process, 
NGOs issue ID cards to project ben-
eficiaries. In the course of this study, 
these cards were established to be 
a form of guarantee of payment and 
enhanced access to credit for those 
who had them. The amount of credit 
given could, for example, be equal to 
the expected amount that the benefi-
ciary would receive at the next cash 
distribution.

3 Findings

•	
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factors such as: during internal audit or stock-taking; when 
default rate is too high; when there is tension or conflict; or 
when the trader’s stock is not sufficient. 
 
The study further established that there are times when their 
clients do not qualify for credit for a number of reasons includ-
ing: previous cases of defaulting; a previous criminal record; 
lack of personal credibility; lack of assets, business, or regu-
lar income; and lack of appropriate guarantors, among others. 
Other reasons given for people not being able to access credit 
included factors such as: during internal audit or stock-taking; 
when default rate is too high; when there is tension or conflict; 
or when the trader’s stock is not sufficient. 

Seasonality: further, it was established that as a matter of gen-
eral practice, very little or no credit is given at the end of the 
year when people are preparing for the religious offering (zakat). 
Similarly, among farming communities, little or no credit is given 
during harvest time when food and other produce should be 
relatively plentiful. The same is the case among pastoral com-
munities where access to credit is limited in the rainy season 
when animals are healthy and milk production is high.

3.1.3 Credit amounts and duration

Lenders stated that a number of factors determined the amount 
of credit they will provide. These included personal reasons like 
trust levels; what a client can repay easily; the amounts that 
he or she has taken before and paid back comfortably; their 
income or that of their family; their business capacity, if any; 
their assets, e.g. farms, business, etc.; balance on their credit 
or voucher cards from NGOs; their pay back plan and how 
‘convincing’ they are. Other factors they considered included 
availability of cash or stock, because any shortage of money 
resulted in reduced credit available.

The study established that cash credit was given in both Somali 
shillings as well as in US dollars. When asked to state the volume 
of cash credit that they gave out, it emerged from the lenders’ 
responses that volumes range from as low as $30 and went as 
high up as $10,000 in a few cases.3 

The study was also interested in establishing the duration of any 
given credit, as well as factors influencing repayment. However 
no distinct pattern could be established about the duration of 
credits given, or the repayment period, as this was dependent 
on the time for borrowing and the specific agreement between 

3 Findings

Mogadishu streetscene, picture courtesy 
of Alexandra Strand Holm (DRC) 2012
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the lender and the borrower. This varied from very short-term 
credits of just a few days, to mid-term credits of a few weeks, 
to long-term credits payable over a period of several months, 
or even years.

3.1.4 The role of gender in the process of accessing credits

Respondents were asked to state incidents where they believed 
gender played a role in accessing credit, and quite a number of 
striking examples came up. To begin with, there was a percep-
tion in some cases in urban areas that women have to be IDPs 
and camp residents to qualify for credit while men do not have 
to be, and can qualify for credit even if they are not IDPs. Sec-
ondly, it also emerged that in most cases, women reported to 
their husbands or household heads on receiving credit. Men on 
the other hand did not always report to their wives on receiv-
ing credit, bringing out a gender difference in accessing and 
handling credit. Further, it emerged that women were given 
comparatively smaller credit (mostly for things like sugar, oil 
or other small groceries) whereas men were less limited in the 
amounts they could borrow.4 

When asked most of the local credit providers found women to 
be more reliable than men--with 89% versus 11%. Additionally, 
73% reported that men tended to be the highest defaulters as 
opposed to only 18% respondents stating that women were. 
Another 9% respondents found none of the two groups to be 
defaulters. 

When further probed, those who found men more reliable cited 
their sense of responsibility and accountability; the fact that 
they owned most of the capital; and their being known to the 
local community, as some of the reasons for their trust. On the 
other hand the reasons why women were found to be more reli-
able included a perception of their being more honest and less 
deceptive than men; their tendency to pay back debts on time; 
their being stationed at home hence easy to locate.

3 Findings

3For example, 14 money-lenders from Mogadishu (3), Hiran (6) and Gedo (5) were interviewed about credit volumes. Of the 14 
individuals, 50% stated that they generally gave out amounts below $500, while the other 50% stated they generally lent amounts 
above $1000 (this refers to lending in general rather than only to cash transfer beneficiaries). This revealed that access to credit 
in South Central Somalia involved both small-scale and large-scale borrowing.
4See Wasilkowska, K. 2012, Gender Impact Analysis: Unconditional Cash Transfers in South Central Somalia, study commissioned 
by the Somalia Cash Consortium, for futher information on this subject.
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3.1.5 Credit Patterns: seasonal and other factors

Of equal interest to this study was the seasonal pattern for 
credits and the factors that influence them. Local credit providers 
were asked to identify the times they regarded as high credit 
seasons and those they would classify as low credit seasons. 

There is a distinct, recurrent or seasonal pattern for access-
ing credit in each region, particularly in Gedo and Hiran, most 
respondents found the end of the month to be a high credit pe-
riod. Another significant period according to the table is during 
the time of crisis, where hardship brought on by drought, lack 
of markets for livestock, and low crop productivity means that 
many people seek to access credit. On the other hand, among 
the farming and pastoral communities, the availability of har-
vested products and the high productivity of livestock reduces 
the demand for credit, hence harvesting time is regarded as a 
‘low’ credit season.

3.1.6 Repayment of credit

Access to credit is at times influenced by repayment practices 
and efforts were made to establish common terms for repay-
ment in the project locations. Local credit providers were asked 
to state some of their terms for repayment and their responses 
compiled. First of all, payment of an existing debt is often a 
pre-condition for accessing the next credit, be it cash or in-kind. 
Secondly, people are at times allowed to pay in instalments until 
it is completed. At times they are given fixed periods of at least 
two weeks or not more than one month after being given credit. 
For farming communities, at times they were expected to clear

3 Findings

High Reliability High Default Rates
Region Men Women None Total Men Women Neither/

Same
Total

Hiran 1 6 0 7 6 2 2 10

Banadir
(Mogadishu)

1 4 0 5 4 2 0 6

Gedo 0 6 0 6 6 0 0 6
Total 2 16 0 18 16 4 2 22
Total 11% 89% 0% 100% 73% 18% 9% 100%

Table 2: Gender and Default Rates
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3 Findings

all outstanding payments during harvesting when they are rela
tively better-off than at other times of the year. They are also 
allowed to pay back in cash or when livestock and harvested 
farm products are plenty. In urban areas, they are encouraged 
to pay at the end of the month when they receive money from 
supporting NGOs. In all cases, the amount paid back is the same 
amount borrowed regardless of the time it takes; they pay back 
strictly with no interest. It was further established that poor 
people were often given unlimited payback time, whereas the 
wealthy were generally given stricter time-lines.

Respondents by Region
High Credit Season Low Credit Season

Hiran Banadir
(Moga-
dishu)

Gedo Total Hiran Banadir
(Moga-
dishu)

Gedo Total

End of month 3 1 2 6 0 1 0 1

Beginning of 
month

0 1 0 1 2 1 1 4

Middle of the 
month

0 0 0 0 0 1 1 2

Eidd and other 
festivals

0 0 0 0 0 0 0 0

Beginning of 
planting sea-
son

0 0 0 0 0 0 0 0

In times of 
crises or emer-
gency

1 0 5 6 0 0 0 0

When there is 
no crises

0 0 0 0 0 0 1 1

Harvest time 1 0 0 1 1 0 4 5
During the Gu 
rainy season

1 0 0 1 1 0 2 3

During 
droughts

2 0 2 4 1 0 2 3

Total 8 2 9 19 5 3 11 19

Table 3: Seasonal credit patterns for local credit providers

Note: more than one option could be chosen by respondents.
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3 Findings

3.1.7 Dealing with defaulting

Local credit providers were asked to explain how they handle 
cases of default in paying back credit. The most common way 
of handling defaults is by taking the case to the community 
or clan elders to deal with the issue. Other strategies include 
asking relatives to help in paying back the credit, disqualifying 
the borrower from future credit and reporting them to the local 
administration. All the responses however reveal an elaborate 
mechanism for dispute resolution that will ensure that an ami-
cable solution to any cases of default is found. 

Note: more than one option could be chosen by respondents.

Methods of handling defaulters Respondents by Region
Banadir (Moga-

dishu)
Hiran Gedo Total

Write it off and treat as bad debt 2 1 0 3
Wait until borrower is able to pay 2 1 1 4
Encourage them to pay in instal-
ments

0 0 1 1

Disqualify them from other credit 2 4 0 6
Ask the guarantor to pay 1 0 0 1
Restrict credit in future 1 0 0 1
Stop giving credit if it is too much 1 0 0 1
Tell the relatives to help to pay 1 3 2 6
Report him to his clan elders 0 6 3 9
Report him to the VRC 0 1 0 1
Report him to the administration 0 1 4 5
Close the business 0 2 0 2
Total 10 19 11 40

Table 4: Local credit providers on handling non-payments
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3.2  Impact of the cash programme in building 
resilience

In the process of looking at the impact of the cash programme 
on the beneficiaries, the study took consideration of the fact that 
impact can be both positive and negative and that it may not be 
uniform across different livelihood groups. This section presents 
findings on the impact of the programme on different groups 
and its contribution towards longer-term economic resilience.

3.2.1 The positive impact of the cash transfers on longer-
term resilience

A number of beneficiaries identified the ways in which the pro-
ject has contributed positively in enhancing their ability to cope 
with future hardships. Five respondents (3 from Banadir, and 1 
each from Gedo and Hiran) managed to save money from the 
cash transfers, which they used to establish private businesses. 
Families stated that the cash transfers restored their ‘dignity’ 
and enhanced their creditworthiness. 

Among the urban respondents particularly, it helped them to start 
small-scale income-generating activities like trading petty goods, 
which improved their income generating capacity in the longer 
term. It provided support for the needy people and helped many 
people to pay back their debts that could have been delayed, 
making it difficult for them to get credit in the future. Improved 
payment of debts resulted in improved retail business with more 
stock being brought in by shopkeepers, hence the availability 
of more products (in quantity and variety) for the beneficiaries 
during this period.

Beneficiaries were asked to compare their ability to access 
credit before and after the cash distributions; in many cases, 
old debts had been reduced. The project baseline data shows 
that, before the beneficiaries received cash, households that 
were interviewed indicated that they were using 17% on debt 
repayment (mainly in-kind debts accrued through getting food 
on credit from local traders). After the first quarter (3 months), 
debt repayment increased to 27%, then fell slightly to 23% after 
the second quarter. But there is still an increase in the percent-
age of household income used for debt repayment from before 
project implementation to after approximately 6 monthly trans-
fers.5  On account of the cash transfers beneficiaries received, 

5Cash and Voucher Monitoring Group 2012, Final monitoring report of the Somalia cash and voucher transfer programme Phase I: 
September 2011-March 2012. Longley, Dunn and Brewin. UNICEF & ODI. Pg. 37
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it seems that money-lenders trusted them more and it became 
easier for them to access credit; before the programme they 
were regarded as poor, less credible, and could not access much 
credit transfers.5 On account of the cash transfers beneficiaries 
received, it seems that money-lenders trusted them more and it 
became easier for them to access credit; before the programme 
they were regarded as poor, less credible, and could not access 
much credit. 

3.2.2 The negative impact of the cash programme on 
longer-term resilience

The impact of the cash programme on beneficiaries was varied 
across livelihood groups, with both positive and negative ef-
fects. Both urban and rural respondents from Banadir and Gedo 
Regions mentioned that some people stopped their usual daily 
search for informal work during the period of the CTP, since they 
had a stable source of income. Some respondents expressed 
concern for the possibility of dependency on the programme 
by a few beneficiaries, who would then be affected negatively 
if it stopped. Respondents from Gedo Region reported laziness 
and complacency on the part of beneficiaries, where there were 
reports of some people stopping their daily farming activities for 
the period of the programme. For a community that depends on 
harvested crops, this could be detrimental to such households 
after the exit of the programme. Fortunately, no similar findings 
were reported by beneficiaries from the pastoral region of Hiran.

3.2.3	 Limitations	in	contributing	to	beneficiaries’	resilience

Also examined by this study was the reality of the programme’s 
limitations in contributing to future economic independence of 
vulnerable households. It should however be noted that the 
programme’s objective was primarily life-saving (after the hu-
manitarian crisis in 2011), rather than to re-build livelihoods. The 
concern here is that households should not be made even more 
vulnerable by receiving CTP. For instance, respondents were asked 
if the project’s cash transfers had made people dependant on 
it. Out of 30 respondents from the local credit providers group, 
only 13% felt that the cash programme did not create depend-
ency. Over 47% of respondents felt it created some form of 
dependency, and 40% remained non-committal to the question. 

Among the reasons that no dependency was created included 
that the amounts received were too little to make them depend-
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ent. Secondly, many people saw it as a good thing, and some 
even used it to start small businesses, thereby becoming more 
economically independent in the longer term. In any case they 
were told in advance how long the cash programme would last 
and no one expected it to go beyond the stipulated period.

Reasons put forward supporting the dependency theory including 
some people did not try to look for other sources of income to 
help them cope with future disasters. Some who had no other 
income except the cash from the programme did not have any 
other option except to depend on it for the period of the pro-
gramme. For 2 respondents from Mogadishu, after the project 
ended, they had even more debt than before; loans they said 
they had hoped to pay using the cash transfers provided by 
the project. 

3.2.4   Impact of the cash programme on local credit 
systems

Local credit providers have dealt with target beneficiaries for 
many years and are witnesses to changes taking place in their 
lives. Their confidential relationship also enhances the possibil-
ity of the credit providers having access to a lot of household 
information of their beneficiaries. Local credit providers were 
asked to state if they were aware of the cash programme: 57% 
stated that they were aware, compared to 43% who were not 
aware. Futhermore, of the 57% who stated that they were aware 
of the cash programme, nearly two thirds knew whether or not 
their clients were also beneficiaries of the cash programme.

Responses from project beneficiaries on the impact of the cash 
programme on the local credit systems showed that it resulted 
in increased amounts of credit available locally; increased ac-
cess to credit; it extended business activities and brought more 
goods on demand; credit providers gave credit much faster 
knowing it would be paid back from the cash grant; it created 
credibility for the beneficiaries and therefore an opportunity of 
cash/in kind exchange.

There was synergy between the local credit system and the 
cash programme, as both supported the livelihoods of the same 
groups of people. A direct effect of the cash programme on the 
local credit business was that it enabled beneficiaries to pay 
back their previous debts, hence access further credit more 
easily. The fact that many debts were repaid during the project 
period had a multiplier effect by enhancing the businesses of 
local traders and money-lenders.

3 Findings

In conclusion, the existence of the local 
credit system was beneficial – combined 
with the grants from the cash transfer 
programme it enabled people to cope with 
small-scale shocks, thereby improving their 
economic resilience. As shopkeepers tend-
ed to provide credit more easily to benefi-
ciaries of the cash transfer programme, it 
therefore improved their access to credit. 
Beneficiaries were able to continue get-
ting credit even when the cash from the 
programme was delayed, thereby helping 
to ‘tide them over’. Local credit systems 
therefore made the cash programme more 
effective. Even though the local lending 
system was partly reliant on the cash pro-
gramme, this was not significant enough 
to make the local lending system collapse 
when the cash programme came to an 
end, as the lending systems pre-exist the 
cash programmes.
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A direct effect of the cash 
programme on the local credit 
business was that it enabled 
beneficiaries to pay back their 
previous debts, hence access 
further credit more easily. The 
fact that many debts were 
repaid during the project 
period had a multiplier effect 
by enhancing the businesses of 
local traders and money-lenders.
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There is evidence to support the hypothesis that cash grants 
improve access to credit for recipient households. Beneficiaries 
were able to pay back their previous debts and hence access 
further credit more easily. The steady income (between $90 - 
$120 USD / month), over a period of approximately 6 monthly 
transfers, combined with the ID card issued by the NGO, in-
creased money-lenders’ confidence in the ability of borrowers 
to pay back their loans. The fact that many debts were repaid 
during the project period had a multiplier effect by enhancing 
the businesses of local traders and money-lenders. Beneficiaries 
were therefore able to increase their regular access to goods 
on the market. 

Access to credit increased for both men and women alike. Money-
lenders tended to believe that women were more reliable and 
less likely to default on loans than men, however, the amounts 
lent to women remained smaller than the amounts lent to men.

Though the cash transfers are primarily intended to meet basic 
food and non-food needs, the increased ability to access credit 
has led to greater economical stability for some families. There 
is anecdotal evidence of the cash transfers enabling some ben-
eficiaries to start income generating activities, thereby reducing 
their dependence on the cash transfers. However, there was 
concern that shorter-term dependency was an issue for some 
households, with reports that some beneficiaries were less keen 
to seek casual labour opportunities during the period of the 
cash transfers.

There was a certain synergy between the local credit system and 
the cash programme, as both were seen to support the livelihoods 
of the same groups of people. The existence of the local credit 
system was beneficial – combined with the grants from the cash 
transfer programme it enabled people to cope with small-scale 
shocks, thereby improving their economic resilience. Local credit 
systems therefore made the cash programme more effective. 
Even though the local lending system was partly reliant on the 
cash programme, this was not significant enough to make the 
local lending system collapse when the cash programme came to 
an end, as the lending systems pre-exist the cash programmes.

4 Conclusion

Though the cash 
transfers are 
primarily intended 
to meet basic food 
and non-food needs, 
the increased ability 
to access credit 
has led to greater 
economical stability 
and resilience for 
some families.
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5 Recommendations

Improve communication to beneficiaries about their entitle-
ments: in order to help cash transfer recipients manage their 
debt repayments, NGOs must improve their communication 
and awareness-building campaigns. Beneficiaries should know 
how many cash transfers they will receive, and when the 
transfers will come to an end, thereby enabling them to lev-
erage credit and borrow appropriate amounts.

Better monitoring of patterns of debt and credit: NGOs should 
routinely monitor not only the percentage of cash grants that 
are spent on debt repayment, but also whether the debts are 
new, or old, and the purpose of debt. This will help decision-
making around increasing beneficiaries’ access to credit.

Seasonality of access to credit: the seasonal nature of access 
to credit should be better taken into account, both from the 
perspective of borrowers (when they most need to access 
credit) and the perspective of lenders (their capacity to lend 
at any given time). If the issue is with credit supply, market-
based interventions to restore the capacity of money-lenders 
to offer credit should be considered.

Poor access to credit should be considered as an indicator of 
vulnerability: given that accessing credit is a key coping 
mechanism in Somalia, the inability to access credit should 
be considered as an indicator of vulnerability. This needs to 
be better understood – why certain individuals may or may 
not be credit-worthy – and programmes should be designed 
to help address this.

Exploring alternative ways to access credit: currently in Somalia 
most individuals access credit via existing contacts such as 
shop-keepers, traders and family/clan members. However, 
this may change in the near future. NGOs should continue to 
analyse the possibility of alternative, private-sector options 
for micro-saving and borrowing, and attempt to integrate 
this into their programmes where and when appropriate. For 
example, as the use of mobile money increases in Somalia, 
mobile phone companies may begin to start offering micro-
banking services (as is the case in Kenya).

•	

•	

•	

•	

•	
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Annex 1: Data Collection Respondents

Respondent Group Gedo Hiran Mogadishu Totals
Female Male Female Male Female Male Female Male Total

Cash Consortium 
Field Staff

0 1 0 1 0 1 0 3 3

Local Authorities 0 2 0 2 0 2 0 6 6
Village Relief Com-
mittee

0 2 0 2 0 3 0 7 7

Local Lenders 0 10 0 10 0 11 0 31 31
Local shop Owners 0 10 0 10 0 10 0 30 30
Individual benefi-
ciaries

20 7 20 5 25 9 65 21 86

Respondents from 
beneficiary families

15 20 15 20 12 17 42 57 99

Non-beneficiary 
respondents

2 6 3 6 3 6 8 18 26

Total 37 58 38 56 40 59 115 173 288
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