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Looking behind the Paradigms 

Humanitarian Supply Chain Expenditures & Investment Opportunities 
 

In May 2016, the World Humanitarian Summit 

took place in Istanbul and convened 9,000 

participants from around the world. During the 

Summit a new Agenda for Humanity was shared 

to achieve better, safer and more efficient aid 

and tackle major challenges such as the growing 

funding gap1 in the humanitarian sector. 

 

Before the summit, the Global Logistics Cluster 

(GLC) together with the Kuehne Logistics 

University (KLU), HELP Logistics and numerous 

NGOs published a paper “Delivering in a Moving 

World” (Guerrero-Garcia et al., 2016)2.  

The paper had a strong focus on the relevance of logistics and supply chain management in humanitarian 

operations. It discussed current challenges in the humanitarian supply chain and provided 

recommendations toward overcoming them.  

 

Action Contre la Faim (ACF) was among the NGOs which contributed actively to the paper. ACF strongly 

supports the key message that the supply chain is the backbone of humanitarian operations and has 

tremendous potential to make aid more efficient and effective. Subsequently, in the aftermath of the 

summit, ACF showed interest in researching deeper into the recommendations and to refine its supply 

chain strategy accordingly. 

 

 

Supply Chain Cost Analysis 

 

ACF wanted evidence-based proof that supply chain management is critical for 

their organization by confirming the widely-held paradigm that supply chain 

represents between 60 to 80% of humanitarian expenditures (Van Wassenhove, 

2006)3. In collaboration with the KLU and HELP Logistics, ACF launched an applied 

research project analysing the organization’s six major relief operations in the past 

15 years; namely the Tsunami in Indonesia (2005); Conflict in Central African 

Republic (2009-2015); Earthquake in Haiti (2010); Cholera outbreak in Haiti (2010); 

Ebola crisis in Liberia and Sierra Leone (2013) and Earthquake in Nepal (2015). In all 

six operations it was clearly demonstrated that the supply chain expenditure 

ranged from 62 to 79%, with a total average of 69%. 

 

The results were presented at the Global Logistics Cluster meeting in Brussels 9 – 11 November 2016. The 

KLU and HELP Logistics subsequently received interested requests from Tearfund and Handicap 

International to run similar cost analyses. To date, Tearfund’s emergency operation in Iraq from August 

2014 to January 2015 has been analysed and the supply chain costs (including cash and voucher programs) 
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amounted to 83% of the total expenditures. For Handicap International the analysis showed that 65% of 

total expenditures was spent on supply chain relevant functions for the Nepal Earthquake response. 

 

Since the analysis shows that supply chain expenditures account for the majority of ACF’s, Tearfund’s and 

Handicap’s relief operations, the question arises regarding how this knowledge can be used to save money, 

reduce lead times and, enhance service quality for future operations. The summit paper proposed one 

solution within another paradigm, that for every dollar invested in preparedness potentially 7 dollars could 

be saved in the emergency response (UNDP 2012)4. 

 

Return on Investment Study 
 

ACF requested KLU and HELP Logistics to conduct a “Return on Investment (RoI)” 

study to get a better understanding of potential areas of pre-disaster investment, 

elaborate on their interdependencies and identify the most beneficial ones. 

Based on a pre-defined Disaster Preparedness Framework (Van Wassenhove, 

2006)5, a mathematical model was developed to compare different scenarios 

with and without investments. The RoI study focused on the delivery of ACF’s 

Non-Food Items (NFI) kits by looking at five investment areas: Personnel, 

Processes, Pre-positioning, Supplier Management and Local Actors.  
 

The model was applied to the earthquake relief operations in Haiti and Nepal. In both operations the model 

showed that significant savings could be realized if the organization invested in preparedness. In the case of 

Haiti, an investment of € 47,000 would have saved € 340,000 of its relief expenses. Furthermore, the 

model is able to identify the maximum amount of time that can elapse between the investment made and 

the disaster happening before which the investment no longer generates savings (i.e. the ratio is 1:1 or the 

break-even point). In the Haiti earthquake scenario the break-even point was reached at 240 days and for 

Nepal the break-even point is 700 days. 

 

The model is now being executed in combination with sensitivity analysis to identify optimal investment 

solutions to ask important practical questions such as: 

 If the NGO has USD 100,000 to invest into preparedness, what should the money be spent on to 

maximize impact and savings? 

 If the donor gives USD 100,000 for preparedness initiatives, what is the real value the donor gets in 

return? In other words, how much money can the donor save if funding is provided now rather than 

after the disaster strikes? 

 

The preliminary findings on these questions will be presented at the GLC meeting in May 2017. The 

research and findings to date have proved the generally accepted paradigms on humanitarian expenditure 

and investment opportunities. Further initiatives are planned to analyse more humanitarian supply chain 

data. Ultimately, it is hoped to equip participating organizations with an irrefutable and powerful business 

case to submit to donors targeting funding in humanitarian logistics and thereby ensuring future 

emergencies are not only effective, but efficient. 
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