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1. Introduction

In August 2017, targeted violence against the Rohingya people living in Myanmar triggered a
massive refugee influx in Bangladesh, with an estimated 745,000 Rohingya fleeingi nt o Co x As
Almost three years on, app roximately 1. 3 million people living in Ukh yia and Teknaf sub -districts
need assistance (ISCG, 2019) including 860,243 Rohingya refugees (187,534 families) * residing in

34 camps (WFP, 2020a)

The overwhelming number of arrivals exacerbated an already fragile situation an d is believed to
have presented new socio-economic challenges to the host communities. Relative price increase
of goods and services, market distortions due to aid commodities being sold and decrease in the
wage labour rate are but a few challenges that ha ve been reported. On the other hand, the
increasing number of contacts and transactions between the two communities (refugees and host
population) have contributed to shaping the camp economy. In fact, multiple market actors have
emerged, and supply channe Is of food and non -food products have also diversified.

All'in all, the market situation in and around the camps, their interlinkages, functionality etc. have

changed substantially since the influx, but updated information on the overall functioning of th e
mar ket i n @asxndtavailBbte zattme time of the inception of this study  (November 2019) .
While quite a number of market assessments exist, these have been undertaken at a micro -level,

focussing on specific camp -markets and without taking into  account the market environment at
large, not to mention the business relationships with the rest of the country. In addition to that,
previous studies largely assessed the supply of food. However, given that Rohingya refugees
cannot create livelihood oppor tunities, humanitarian assistance will remain critical . As WFP and
other humanitarian partners are prioritising market -based interventions , a more comprehensive
and updated market assessment was required in order to identify how markets can fulfil the
demand for essential needs required on a regular, seasonal, or exceptional basis by households

for ensuring survival and minimum living standards.

A multi -sector market assessment was therefore key to identifying new market relationships
formed, ga ps remaining unfiled and an effective plan for multi  -sector interventions moving
forward, aiming at investigating the market accessto  goods beyond food.

The rest of this paper is organized as follows. Section 2  describes the context, section 3 reviews
previous markets assessments, section 4 assesses current market functionality, section 5 sheds
some lights on the impact of refugee influx on markets, while section 6 provide s concluding
remarks .

! Rohingya refugee response/Bangladesh. Joint Government of Bangladesh - UNHCR Population Factsheet as of 31 May
2020.
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2. Context
21. Cox ANs Bauwmar | thifydssterefugee resettlement
CoxAs Bazar is the southernmost district in Bangl ad:

Division jutting into the Bay of Bengal and bordering  the Rakhine state of Myanmar where most

Rohingya population have been residing. Due to its proximity andr el i gi ous cl oseness, C
has been a host community to Rohingya migrants and refugees over decades. By 2016,

approximately 3 5,000 Rohingyas? were residing in the registered camps in Ukhiya and Teknaf

upazilas, while the number of the unregistered Rohingyas was estimated to be much higher, most

of whom were living in two makeshift sites near Kutupalong and Leda. 3

In August 2017, escalated sectarian violence against the Rohingya population in the Rakhine state

triggered an unprecedented refugee influ  x, with thousands of Rohingyasf | eei ng t orinCox As Bz
just few weeks . By November 2017, nearly 622,000 refugees 4 had arrived in addition to those

previously residing in the area. This included an estimated 46,000 living in host communities.

Humanitarian actors responded and intervened promptly, covering a wide range of needs
including food, water, sanitation and hy giene (WASH) items, household items , and core services
such as medical and educational facilities in the camps.

Yet, three years down the line, levels of vulnerability remain high, with 94 percent of all Rohingya
refugees being highly and moderately vulnerable to food insecurity and in continued need of
humanitarian assistance to meet their basic needs . In addition to that, 41 percent of the host
community face the same levels of vulnerab ility (WFP, 2020a)

2.2. Three years on since the onset of Rohingya refugee cri sis

As of May 2020, WFP assisted 144,387 beneficiaries through in -kind transfers (oil, rice and pulses),
and 714,182 beneficiaries through the e-voucher transfer modality through 16 WFP retail outlets

distributed across the camps .5 Additionally, fresh food corners (within the retail e -voucher outlets)

and f ar me rsswvare intdudee to provide fresh food items to the refugees. In total, USD
6.5 million were transferred to the e-voucher outlets, with a planto scale up and reach 100 percent
of the refugee population with this transfer modality .5 WFP also provides multi -wallet ” support to

other organizations for the distribution of Liquefied Petrol Gas (LPG) and hygiene kits. 8

Ukhiya and Teknaf upazilas are considered among the poorest areas of the country.  Considering
the local population in the host communities  was less than half a million in the last population

2 lbidem.

8 Upazila is an administrative area in Bangladesh which function s as a sub-unit of district (bud, Rossi and Wise, 2017).

4 ACAPS Rohingya Crisis Situation Analysis November 2017

5 WFP Bangladesh, Rohingya Refugee Response, Situation Report #38, May 2020.

5 WFP is rapidly decommissioning the in -kind assistance; in fact, in January 2020 roughly 370,000 individuals were assisted
with t his transfer modality. WFP Bangladesh, Rohingya Refugee Response, Situation Report #34,  January 2020.

” The multi wallet strategy is a centralized inter -agency service that is used for distributing not only food by WFP but also
other non -food items by other agencies.

8 WFP Bangladesh, Rohingya Refugee Response, Situation Report #36, March 2020.
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census,® it is indisputable that the magnitude of the influx has overwhelm ed the local population .
Although there is a restriction of movements across camp sites and the interaction between the
refugee and the host communities is officially limited, it is believed that there is enough mobility
between these two communities and that the humanitarian resp onses have spilled over into the
market environments outside the camps .

The princip al mode of the humanitarian assistance used to be largely in-kind distribution s as it
was a modality that better matched the  rapidly growin g needs of refugees . With the empl oyment
opportunities being limited for refugees, it has been reported that the Rohingyas had been selling
in-kind assistance in informal markets in and around the camps to generate cash flow and meet
other needs such as more diversified diets and other non -food needs including medicine, clothing,
toiletries among others (WFP,2019).

As these assistance items flow back into the market , there has been a concern about market price
distortion s (downward pressure) which may hamper the competitiveness of local vendors. This is
contrary to the worry in the initial stage of resettlement , where the additional demand generated
by the newcomers might have drive n up the prices of goods and services in the local markets , in
turn potentially increasing the cost of living and deteriorat ing the living conditions of low-income
households in the host communities.

Over the pastt hree years, the market environment has evolved substantially in response to th ese
varying forces , with significant economic interaction between the enterprises and individuals
inside and outside the Rohingya refugee camps (Rosenbach et al., 2018). There have been multiple
market assessment s conducted in the past by different agencies in response. Building on the rich
information provided by previous studies, this assessment attempted to diagnose the market
situation and functionality and provide the most up -to-date information as the humanitarian
actors consider moving towards market -based approaches in the future .°

Recently, with highratesof COVID -1 9 cases, the Cox's Bazar municipalit

the camps, with the area under a strict lockdown an d markets only open on Sundays and
Thursdays. ! This report does not attempt to portray the evolving market situation as a result of
increasing COVID-19 cases and consequent social distancing and lockdown measures. However,

since the data was collected only few weeks before the pandemic declaration, we believe that it

can be used as a baseline to understand how the  novel coronavirus is impacting marketsi n Co X A's
Bazar.

3. Review of previous market assessments

Because of C o x Bagar/ geographical location, some 20 markets remain along the Ukhiya -Teknaf
road. Several assessments looked at these markets since the arrival of the Rohingya refugees
(AAH/ACF, 2017; CWG, 2018; Joud, Rossi and Wise, 2017; Rahma et al., 2019). The common trait of

9 Source: Population and Housing Census 2011, Bangladesh Bureau of Statistics . Census figures for Ukhya and Teknaf were
respectively 205,614 and 262,353.

10 In this respect, WFP aims to cover 100 percent of the refugee population to the e -voucher support by September 2020.
WFP Bangladesh, Rohingya Refugee Response, Situation Report #38, May 2020.

1 lhidem.
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such assessments is the agreement that wellaemokgatos i n Co:
bear such an increase in demand.

These markets supply fresh produce, medical supplies and other essential items ~ (CWG, 2018) The
most important ones are Court Bazar, Ukhiya City Bazar, Nhilla Bazar, and Teknaf Bazar, which are
long established markets with a relatively large number of wholesalers that deal with r ice, lentils,
wheat flour, soybean oil and some manufactured non -food items like hand soap. These four
markets play the role of trading nodes between Chittagong and the smaller markets in the district
(AAH/ACF, 2017; Joud, Rossi and Wise, 2017) However, gi ven the peopl eAs moveme
imposed by the Government of Bangladesh, the distance, and the cost of transport, these major
markets were hardly accessible for Rohingya customers, whose purchases were mostly
concentrated in the markets nearest to the se ttlements and the camps (e.g. Kutupalong, Balukhali,
Thaingkhali, Palongkhali, Leda, and Nayapara) (Joud, Rossi and Wise, 2017). These local markets
quickly adapted to the increased demand by attracting new traders. The Rohingya community
itself established temporary structures in satellite markets (CWG, 2018)and operate d part of this
(informal) business, with possible setbacks in terms of  social cohesion between refugee and host
communit ies the more they step -in the business (Rahmar et al., 2019).

The proximity with a major commercial hub like Chittagong enhances the responsiveness of the
supply c hains, allowing smooth supplies inflow and the flexibility of keeping relatively low stocks.
Stock lead time was found to be between one to four days, with traders keeping in their outlets

just enough goods worth between one to three days of sales  (AAH/ACF, 2017; Rahmaret al., 2019).
As a matter of fact, traffic congestion an d some delays was found to be the major supply chain -
related bottleneck (AAH/ACF, 2017; Joud, Rossi and Wise, 2017) Most of the goods z particularly
those supplied fr om Chittagong - have been largely available, with the exception of firewood that
was mostly procured locally from small -scale entrepreneurs, middlemen and intermediaries
Overall, small and medium traders in the region were found to have the capacity to scale up their
supply to meet the potential increase in demand from the refugees (Joud, Rossi and Wise, 2017).

Over time, as long as the settlements grew in size and the crisis protracted, a number of market -
related issues emerged. At th e onset of the emergency, local traders benefitted from an increase

of the customer base (AAH/ACF, 2017; Joud, Rossi and Wise, 2017) but at the same time prices
incre ased (AAH/ACF, 2017; Rahmar et al., 2019), both implying that supply had some challenges to
quickly adapt to the new demand, and that profit margins may have boosted for some traders in

the short run. Overall, the margins calculated as the difference between the wholesale price paid

by the trader and the retail price charged t o the customer were found to be approximately 10
percent for goods usually sold in kilograms multiples such as rice, wheat flour, and sugar, whereas

the same margins for goods normally sold by the gram could even double, for example in the case

of red lent ils (Joud, Rossi and Wise, 2017).

However, for many tra ders this new situation did not bring major commercial advantages. In fact,
the prospects of enhanced business opportunities coming along with the additional demand did

not necessarily materialize for many of them  (Joud, Rossi and Wise, 2017), because the setup of
the humanitarian intervention in support to the Rohingyas brought market disruptions too. In fact,
most of the assistance to the Rohingyas has been initially channelled by the Government and
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humanitarian actors through in  -kind donations - especially rice, pulses, oil and shelter materials -
thus making not profitable for traders HYcompetingA on the s

The massive inflow of few commodities free of charge in a context where livelihood opportunities

are limited, *2 brought many Rohingyas refugees to sell part of the humanitarian aid to have cash

for other essential needs , despite 72 percent of the ir expenditures still being on food (WFP, 2020a)

Notably, the frequency and levels of resale of food was significantly lower among e -vouchers

beneficiaries comparedtoin -kind (WFP, 2019) While this practice contributed to the development

of markets, itis rather ineffic ient. In fact, since the Rohingyas do not have much bargain ing power,

they must accept very low prices when sellingthein -ki nd assi stance, hence redu
Also, by selling food to meet other needs, they may further reduce their calories intake , albeit part

of this cash was used to buy more nutritious food such as fresh vegetables, dry fish and eggs

However, these food was consumed in minimal quantities, resulting in in significant difference in

the prevalence of poor and borderline food consump tion between e-voucher and in -kind

beneficiaries (WFP, 2019) Finally, the sam e food often ended back in informal markets at cheaper

prices, further disrupting the n@WGQ2018) systems in Cox/

4. Market Functionality Index

4.1. Trader & Market survey

A scoping mission set the ground for the market assessment in November 2019, while the data
collection was conducted in the first week of January 2020, with 286 traders interviewed across 22
mar ket places in CoxAs Bazar district.

These marketplaces can be classified in three major groups: formal markets, informal markets and
e-voucher shops (i.e. WFP retail outlets) . Formal markets are regulated by a local market authority
and operated by licensed traders whereas informal markets  are not regulated . Another major
difference between the former two groups is their pre -existence to the Rohingya influx. Formal
markets (or bazar) originally served the host community and rest outside the camps, whereas
informal markets bourgeoned together with the camps and they re main either inside the camps
or in their close proximity. In informal markets, traders are mostly Rohingyas, whereas in formal
markets they are from the host community.  There are about three major informal markets, each
consisting of mostly Rohingya petty vendors, selling not only assistance but also other items that
are preferred but not part of the general food distribution such as fish and spices. Reportedly,
some relief items, the majority of which was rice  that accounted for up to 66 percent of the
assistance received by Rohingyas , were being resold in formal markets that are located near the
camps as well. The distinction between formal and informal markets  becomes more blurred the
closer the marketplaces are to the camps . One example is Balukhali, where to an untrained eye
the formal and informal markets may seem more like two sections of the very same marketplace
rather than distinct entities. The third category is very different , as it includes the shops that have

12 Average monthly household income of Rohingya households is 3,535 taka, with new refugees that mange to work only
few days, receive lower daily rates and face restricted work opportunities as opposed to older refugees (WFP, 2020a)
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been established by WFP withi n its e-voucher program. These e-voucher Ymar ket pl aces A

consist of two independent shops ( 3 ¢ 0 mp e topetating is the)same premise.

Out of 286 traders that participated in the  survey, 25 were rice wholesalers and 261 were other
types of trader s (Figure 1). About half of the traders are purely retailers, while the other half engage
also in wholesaling activities. Approximately , 60 percent of the traders specialized in a single
product group , meaning that the rest sold a combination of different products.

Figure1 - Trader types and specialization

Trader types Specialized shop

m Retailer Retailer/wholesaler = Wholesaler m General m Specialized

Productsoldinthe shop

71%
59%
] I

Cereals Other food Non-food items

Source: WFP MFI trader survey, January 2020.

As the assessment team aimed to include a wide range of vendors that sell non  -food items, the
traders interviewed were most likely to sell non  -food items, at 70 percent, by design. For example,
out of the 286 interviewed traders, 128 sell cereals, 168 othe r food, 121 WASH items, and 184
household items, while the sample only marginally tackle d traders selling other non -food goods.
However, it is important to note that this may not reflect the overall trader composition in the
markets as these traders were n ot randomly selected. Finally, the number of Stock Keeping Units
(SKUs) sold by the interviewed traders highligh ts that a single shop in both the e-voucher program
and informal markets tend ed to sell between 1 and 50 SKUs, while the range of choices was much
wider in the formal bazars (in particular in Court Bazar formal market  , where almost half of the
traders sold between 201 -1,000 SKUs). Table 5 in the Annex A provides a breakdown by
marketplace of the following features: trader type, specialization, products on sale and SKUs.

4.2. Market functionality dimension s

We analysed data using the Market Functionality Index methodology (WFP, 2020b) This is a novel
approach to market assessment proposed by WFP that aims  to quantify market functionality by
returning a comparable score across market places using the questions from a standard trader
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survey. These questions are organized u nder nine dimensions deemed crucial to make a
judgement statement around market functionality. Figure 2 summarizes the results by dimension
and typology of marketplace (formal, informal and e  -voucher shops).

Figure 2 - MFI dimensions by market type

10.010.010.0 10.0
9.7
8.7 8.8 8.8 [~
. 8.0
75 75 -
6.3
32 3.0 3.0
44 45
a6 3.8
2.2 2.2

[ I I I I
A, Assortment B, Awvailability C. Price D. Resilience of E. Competition F. Infrastructure G, Services  H. Food Quality |, Access &

supply chain Protection

B E-voucher MFormal MInformal

Source: WFP MFI trader survey, January 2020.

We assessedt he mar ket Asbased andhe tapeeity tof supplying goods that can satisfy
essential needs to ensure minimum living standard s. These needs includ e food, shelter, basic
household items, safe drinking water, sanitation and hygiene or healthcare . In addition to that, we
also assessed the breadth of the assortment *° measured by stock-keeping units (SKUSs).
Assortment in formal markets was adequate , as it was possible to buy not only food, but also
other essential goods, including water and sanitation items (e.g. soap), some medicines,
construction materials, household items, goods for school and for communications . In six out of
fourteen of these bazars , there was at least one shop with more than 200 SKUs on sale, and in a
couple of casesthere were shops selling more than 1,000 SKUs In the three i nformal market s, the
assortment was much lower (maximum 51 -200 SKUs) The program setup was such that
customers could buy only food in e-voucher shops , with the only exception of Baluk hali, where
also water and sanitation items had been introduced as a pilot as of January 2020.

Availability was never found to be an issue, an d on a scale ranging from 0 to 10 , it always scores
with  maximum (except for rice in Thaingkhali bazar). This implies that at the time of the

assessment traders believed to have enough stock s to meet the concurrent demand, and thus
were not afraid of running out of stocks . This is irrespective of product groups such as cereals,
other food or essential non -food items. The reason for th is is the mar k et p praximigystd a

13 Defined as the choice within individual merchandise groups that includes different product categories and, within each
category, the number of product lines and the number of variants for each of these product lines.
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major market hub like Chittagong, and a decent road infrastructure in place , which ensures a
smooth flow of goods into CoxAs Bazar markets

When it comes to prices , roughly half of the 16 6 interviewed traders selling food other than cereals
reported significant 14 increases during the last month (Table 1) - mostly on account of low supply
- for the following food groups: oil, fats and spreads; sugar; and other vegetables (e.g. onions) . At
the time of the scoping mission, Bangladesh was in fact dealing with the export ban imposed by
the Government of India as of September 2019 on onions.!® Since the domestic onion
consumption is mostly met by imports from India , the ban triggered an extreme market turmoil
and price volatility as traders were exploring alternative commercial routes to purchase onions,
including Myanmar, China, Turkey, Pakistan, and Egypt. Yet, at the end of November 2019 , onion
price stood up at 260 taka per kilogram 16, whereas normally they remain between 30 z 50 taka per
kilogram depending on the variety . In addition to that, 20 traders out of the 128 selling cereals
reported price increases for rice, while 33 out of 184 selling household items reported a significant
increase for liquefied petroleum gas (LPG). In general, weekly price changes can occur because of
temporary issues in the supply chain (see for example the price of rice BR29 in Figure 16 in the
Annex A).

Table 1 - Number of traders reporting a significant price increasein the last month

Cereals Other food Non-food items
Rice 20 Pulses, seeds and nuts 5  WASH - Drinking Water 0
Maize 0  Orange fruits 11 WASH - Latrine construction materials 0
Cassava 0 Tubers 4 WASH - Hygiene NFIs (toilet paper, toothbrush, toothpaste, laundy detergent) 3
Wheat 1 Eggs 3 Health - Medicine (over-the-counter pharmaceuticals) 1
Flour 1 Dairy 40 Shelter - Shelter items (Tents, plastic sheeting, metal sheet, tarpaulin, etc.) 1
Pasta 1 Flesh meat 1 Shelter - Constructing materials (Bricks, bamboo, etc.) 1
Bread 1 Organ meat 1 Home - Clothing including shoes 1
Other 0 Fresh fish / Shelfish 1 Home - Bedding (Bed nets, blanket, floor mat/mattress, ground insulation, mosquito nets) 1
Dried fish 2 Home - Cooking and eating utensils 1
Orange vegetables 5 Home-LPG 33
Dark green leafy vegetables 2 Home - Other stoves, fuel and lighting (e.g. gas, charcoal, firewood, solar panels) 1
Other vegetables 75 Education - School material (Schoolbooks, stationary, uniforms) 1
Oil, fats, and spreads 94  Communication - Mobile phones/SIM cards/services and internet 0
Sugars 95  Other 1
Condiments 28
Other 0
Source: WFP MFI trader survey, January 2020.
We triangulated the information from the trader suryv
reports average prices for the markets in Ukhiya and Teknaf  upazilas.!” Figure 3 shows the cost of
the food component of a simplified version of the Minimum Expenditure Basket (fMEB) 18 that
covers ten commodities (i.e. rice BR29, red lentil, yellow split peas, mung dal, onion, apple, chicken,
“Un the MFU, we ask about Ysignificant price increaseA, where sigr
implicitly comparing current and previous month prices. Alternatively, traders can be asked if a price has increased by a
certain share (e.g. 10 or 50 percent); yet, while this approach may be perceived as more solid, it implies asking a trader the
current price, recalling the reference price, and calculating on the fly if the increase is above or below the threshold, All in
all, in practical terms it is unlikely that traders will be accurate in doing so, while instead they normally return a ballpark
figure not far from being a subjective statement. Un conclusion,

through pri ce monitoring systems, while trader surveys are not the ideal tool to do so, hence the MFI results should be
triangulated with price monitoring systems.

15 The export was lifted in January 2020, with the arrival of the new -season crops, the Kharif variety, in wholesale markets
(Source: https://www.tridge.com/stories/recovery  -of-the -indian -onion -shortage -with -the -arrival -of-new-harvest -season )
16 https://allresultbd.com/bangladesh _-onion -prices/

YWFEP market price monhitor in CoxAs Bazar

18 For further details on the fMEB, please referto  (WFP, 2019)
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soybean oail, sugar and chili powder), whose prices had been monitored from September 2019 to
January 2020.

Figure 3 - Cog of the food MEB overtime Overall, the fMEB was cheaper
9,000 in Teknaf markets, but its cost
8,750 constantly increased as of
8,500 September 2019, with a jump

—0 in November by 7.7 percent,

8,250
largely driven by onion ( 24%),

TAKA (KG/HOUSEHOLD/MONTH

8,000
- yellow split peas ( 5%), and rice
r (3%). In Ukhiya markets, an
7,500 O . ,

even larger price increase
7250 (13.7%) was again driven by
7,000 onions (54%). Interestingly,

Sep-19 Oct-19 Nov-19 Dec-19 Jan-20

despite the price trends for
many  commodities were
Source: WFP Price Monitoring, CoxAs Bazar. stable i not declining,
betw een November 2019 and

January 2020 the overall cost

of the fMEB remained well above the level recorded in September 2019, thus probably explaining
the t r a d percaptton that prices were on the rise at the time of the data co llection, with little

predictability of their evolution.

=0=Ukhiya Teknaf

The resilience of the supply chain issimilar acr oss Cox As @espedively ataringk 725t s
for both formal and informal markets and 8.8 for e  -voucher shops out of 10). This dimension is
broken down in to two sub -dimensions : responsiveness of the supply chain and its vulnerability to
disruptions . Responsiveness is characterised by stock level and lead time to get new goods in the
outlet . A shorter lead time enables the trader to adjust to changing demand more rapidly and be
aware of upstream supply chain disruptions earlier ; in each market it was reported to be below

one week. Despite a shorter lead time is typically associated with lower stocks,  overall outlets store
goods at least worth for one week of sales , exceptin Balukhali m arkets (both formal and informal)

We rely on a network perspective to further analyse the sup p |l y exposureno/isruptions
Except the e-voucher shops which had upstream connections in different areas of the country,
most of th e interviewed traders sourced their supplies within a relatively small geographic area,
hence being more vulnerable to (natural) disaster -related disruptions . More specifically , almost all
the interviewed traders who sold cereals or other food in formal markets got their supplies from
Cox As B a z é&espedively B08iadt85 %). In comparison, i n e-voucher shops cereal supply
came entirely from outside the district, wh ereas the sourcing of other food was more balanced
(43% inside CoxAs Bazar (Figusetd) These findingdare3aréty davertbg i d e
the different volumes that these traders can handle, with e-voucher traders that are normally
branches of a larger company based elsewhere in Bangladesh , thus with more economic
resources and stronger upstream connections than the local traders operating in formal markets

in CoxAs Bazar.

We assessed the vuln erability of the supply chain by its complexity too Z a network of many
suppliers is more likely to offer excess pathways which can be used if one supplier fails z and the
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criticality of its nodes. In this regard, the majority of traders reported to deal w ith more than one
supplier and have organized their business in such a way that they did not rely on one key supplier,
hence reducing the risk of supply chain interruptions.

Figure4 - Supply sources

Cereals Other food Non-food items
100% 100% 100%
90% 90% 90%
80% 80% 80%
70% 70% 70%
60% 60% 60%
50% 50% 50%
40% 40% 40%
30% 30% 30%
20% 20% 20%
10% 10% 10%
0% 0% 0%
E-voucher Formal E-voucher Formal Informal Formal
Bangladesh ourside Chittagong Division Chittagong Division outside Cox's Bazar District

B Cox's Bazar District outside Teknaf and Ukhia Upazilas B Teknaf and Ukhia Upazilas

Source: WFP MFltrader survey, January 2020.

Competition among market participants characterizes an efficiently functioning market. This
dimension investigates if the business environment is conducive to fair competition, which is
typically the case when there are enough traders in the marketplace and no dominant position
exist. These two conditions should lower the risk  of a few traders building an oligopolistic cartel,
thus setting prices and making profit disproportionally.  Several traders operate d both in formal
and in formal markets (respectively scoring 8.8 and 7.8 out of 10) , with apparently none dominating
the marketplace alone . Differently, competition between e-voucher shops was limited by their low
number by WFPAs pr ogr ammalthaugh the econiratedo shops in each WFPA premise
could equally compet e between them (hence a score of 5 out of 10) .

The standard of e-voucher shops is clearly not comparable with the other markets in terms of
infrastructure . Thepr emi ses of WFPAs were alltbuiliairc toacdete ard inmasod
state as required by WFP standards . Differently , informal markets were filled with open -air stands
with severe maintenance issues. Formal markets presented mixed structures in very different
conditions as per Table 7 in the annex A. While in e-voucher shops a Il the key physical features
deemed important in a well-functioning marketplace were there, in formal market s the most
common issues reported were lack of a closed sewage and waste collection system, absence of
proper walkaways and unreliable electricity. Jamtoli informal market remained the one with least
features available .

Everywhere in the world, buyers evaluate sellers/offeringsbased on t he cust omehey\s val ue
think a product has, which is the combination of price, service and quality (Weinstein et al., 2020).
Good service is associated with competition as retailers have a higher incentive to provide the
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best value to customers otherwise they might shop somewhere else . Service can be key to drive
cust omer As thngwobe imgeegualdan térms of price and quality . We evaluate service with
the transparency of the shopping experience , namely if products are displayed in a clear way and
if price tags do exist. We also rate positively if online shopping is possible ; admittedly , this service
is normally available in more advance d markets, however this is becoming more and more
important after the outbreak of the coronavirus disease and the need of social distancing . In
addition to that, we assess the checkout experience at shops in terms of waiting time (less than
10 minutes), possibility of paying with different forms of payment, and issuance of automated
itemized receipts. No t surprisingly, i n theC sexvibes dimBngiana was mod
prominent . On a scale of 0 to 10, informal markets on average scored 2.2 and formal markets 3.8 ,
whereas e -voucher shops score d 5. In e-voucher shops , the main issue was the waiting time given
the high number of customers , the limitation on clients allowed at one time, and the limited
amount of checkout point s. However, they were the only marketplaces where price tags were
displayed and automized receipts were handed out to customers. Normally, cash was the only
accepted form of payment in both formal and informal markets , even though given the financial
strains characterizing many Rohingyas households, purchase on credit was possible in 80 shops
of the sample . More advanced forms of payment like credit and debit cards or mobile money were
not accepted at all. Together with the lack of issuance of itemized receipts , this was a clear
indication of the very low level of services in these markets .

The quality of the food sold in the markets was below standard when assessed in terms of hygiene
and cleanliness, material separation, temperature control and stock management. These features
are crucial to ensure that food is safe and suitable for consumption . We assessed eight
indispensable measures that must be in place for food safety *° (Table 8 in the annex ), and none
seemed to be present in Balukhali informal market, and in the formal markets of Palong khali and
Ukhiya. Except for e-voucher shops and Balukhali and Whykong formal markets, food was not
protected from weather events (water, heat, direct sunlight ) or chemical contaminants . Lack of
uninterrupted refrigeration and goods sold after the expiry date were the most common issues
with a very few exceptions. Only in half of the assessed marketplaces we found thata) fresh fruits
and vegetables were well-separated ; b) raw meat, poultry, fish or seafood and dairy products  were
stored and displayed in refrigerated units t hat were on and working ; and c) processed pre -
packaged foods were intact and in properly labelled containers . The quality assessment result s in
formal and informal markets were  substandard .

Finally, we assessed access and protection issues. Physical accesswas not reported as a concern,
except during the monsoon season in a few market places (Balukhali informal, Court Bazar, Leda
Bazar, and Ukhiya Bazar). However, social barriers for women existed in eight markets, along with

physical threats for children . The markets where both of these two issues were reported are Court
Bazar, Morich ya, Nayapara, Nhil la, Palongkhali and Teknaf City bazars. This is in line with the

finding s of a recent market assessment , as Jdn the camp environment, women do not feel safe

19 Admittedly, assessing the quality of food can be challenging for enumerators not t rained with food safety standards, and
the results in Table 8 can be double -checked in e -voucher shops, where 6.7 out of 10 seems a surprising and - relatively
low - outcome.
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accessing local markets as they have to break purdah, be visible to men and therefore perceive a
greater risk of sexual (Rbhmaretals2089mt and assaultij

4.3. Bringing all the dimensions together

The market dimensions presented above can be aggregated into two composite indices: the MFI
and the reduced MFI. While the former takes into account allthe  nine dimensions , the latter tackles
only assortment, availability, prices and responsiveness of the supply chain due to the limitation
of mobile data collection . The MFI is the refore the comprehensive indicator for measuring market
functionality, as it aggregates the information col lected both at the trader - and market -level.
However, the market -level dimensions are not likely to evolve as rapidly as the trader -level
dimensions do with time . For example, it may take a while for the marketplace infrastructure to
transform or for the overall quality of food being sold to be improved . These changes are likely to
happen, either organically or deliberately, over an extended period of time. In that regard, the
reduced MFI, which aggre gates the information collected at the trader -level only, better captures
constantly evolving market situations and the adjust ments required to remain in the business as
new challenges emerge . All in all, the full MFI sets a baseline fo r market functionality, whereas the
reduced MFI finds its be st use in monitoring exercises with more frequent data collections , for
example in trying to understand the  impact of the COVID-19 pandemic to market functionalit y.

Figure 5 presents the MFI and the reduced MFI for Cox A Bazar markets. While in several markets

there is little difference bet ween the two indicators, in certain ones the difference is quite
significant (e.g. Ukhiya and Thaingkhali formal market s and Balukhali informal market) . This
implies an unbalance in the level of performance between marke t- and trader -level dimensions .
Not surprisingly, e -voucher shops overall have very aligned MFI and reduced MFI scores . When the
score of reduced MFI contrasts with the MFI, it signals that the level of market functionality

measured at the market level , such as infrastructure or food qua lity, is not on a par with the most
basic functionalities gauged at the trader level. For example, Balukhali informal market scores 6.1
with the reduced MFI but only 3.1 with the MFI | with poor infrastructure, food quality and  services
driving the disparity in the results . This demonstrates that there is substantial room for market
development activities i n the market place although the market may be functioning reasonably

well in terms of assortment, availability, price or resilience.

Figure 6 returns at a glance how the three types of marketplaces perform in Balukhali. On the
assortment side, it is possible to find almost all the essential goods in the formal mark et, while the
e-voucher setup is fundamentally limited to foods. Availability is the same for all, and the price
dimension shows that both reported price trends and volatility are very similar across the three
marketplaces. E -voucher shops rely on a stron ger supply chain as it has linkages with the rest of
the country as opposed to the supply chains of shops in both formal and informal markets,
distinguished by more local ties. When it comes to competition, the informal market has a higher
number of simila r-in-size traders, with no one exerting a dominant position, while e -voucher shops
have very weak competition by design. In all the dimensions from infrastructure to services and
food quality, the e -voucher shops have a set -up that is not comparable with | ocal markets, while
for access and protection the difference is more nuanced.
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Figure5 - MFI (full and reduced)
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Figure 7 shows the MFI12° in a map , while Table 9 in the annex A summarizes all the MFI dimension

scores by marketplace . On average, formal marke ts score 4.5 (ranging between 3.4-5.6), informal
markets 3.7 (ranging between 3.1-4.6) and e-voucher shops 4.4 (ranging between 4.1-5.0). The

findings in Balukhal: mar kets | argely holWPHanr t he
established shops within its e -voucher program that overcome many of the limitations that exist
in local markets. The food safety practices and infrastructure standards that WFP has set in place
are unlikely to be replicated largely by local traders in the short run as this setup is unfamiliar to
or sometimes even not favoured by many local customers (host community) . Such changes will
follow when long-term market development activities as well as a shift in local sanitary standards
take place first . On the other hand, despite introducing a broader  range of choicesin the e -voucher
shops, the beneficiaries continue to have other needs (e.g. medicine, treatments) that could only
be met by monetizing the assistance that they receive. There is a  programmatic conundrum
between a) setting up shops that sell food and adhere to all WF P étandards , knowing that many
households will have to sell part of the assistance , vis-a-vis b) relying on formal and informal
markets that can offer most of the goods needed for the Rohingyas but most likely at subpar
qualities and in poor market conditions thatdo not meet WFPAs standards
Figure7 - MFI map
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5. Impactonthem arket si nce the refugeeAs influ
The previous section returns a snapshot on market functionality i n Co x Aas of Baauary 2020.

This has been the result of t wo major driving forces : a) the massive refugee influx in a relatively
small area of the country have completely altered the scene, bringing more business opportunities
for some traders along with the additional demand for a large array of goods and services; b ) the
crisis situati on have brought an unprecedented influx of external resources from both the
Government and humanitarian actors , bringing a lot of opportunities but alsot ension between
host and refugee communities. While it is beyond the scope of this work to parse out the
confounding factors and measure the causality of these two factors , we included a set of questions
that probe the perceptions of traders who have been market actors since before the influx
specifically examining whether there have been changes in their business and in the market
environment s in which they operate . The complete list of questions is shown in A nnex B.

5.1. Business opportunities

There are many ways in which the interaction with Rohingya s and the humanitarian community is

shaping the market enviro nment. Although the refugees are not allowed to enter the formal

mar kets that are outside of the campsA perimeter, the
absence of strict regulation. At the same time, host community members are reported to shop at

the informal markets inside the camps and transact business with Rohingya traders. This is clearly

shown in Figure 8 where 34 percent of traders in the formal markets reported that they have the

Rohingyas as customers and 53 percent of traders in the informal markets reported to have local

Bangladeshi customers.

Figure 8 - Reported Customers by Market Type

100% 99,

53%
34% 320
20% 175
[

Rohingyas Local customers in Customers from  Customers from  Customers from
host community Cox's Bazar Chittagong Bangladesh

m Formal m Informal

Source: WFP MFI trader survey, January 2020.
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Overall, 206 of the interviewed traders (72 percent) said that the markets in general had improved
since 2017, while 72 (25 percent ) did not perceive any significant change , whereas only one trader
declared that the market conditions have deteriorated during the last three years . In fact, 151
traders state d that their business got a boost by the increased demand and the enhanced business
opportunities, while 41 declared that the improvement consisted in an enhancement of the
market infrastructures . When asked to specify which infrastructures have infact improved, t raders
reported some progresses in shelter (53%), water availability (48%), toilets (38%), reliability of the
communication network (26%), and walkaways (23%).

5.2. Humanitarian a ssistance res elling and price dumping

There is a relatively high resale of humanitarian assistance. Food and other non -food items are
widely resold in the informal markets across  the camps because it is the only source of income for
many to purchase other essential needs for their family (e.g. medicine, treatments, fresh fish,
chicken for having nutritious balance food etc.).

While the business around humanitarian assistance reselling is widely acknowledged, there is a
conspiracy of silence behind it and very few people in the marketplaces openly talk about it. 2! Rice
is currently sold under the table most likely because in the past significant volumes of rice were
resold raising the attention of humanitarian organizations on this business that ultimately led to

the introduction of a cap on rice purchase s at e-voucher shops 2, as measures to minimize resell
of assistance. In addition to that, the transition of many beneficiaries from in -kind to e -voucher
modality has reduced th e profitability of selling rice. Differently, other food like complementary
food to breastmilk ( e.g. super cereals) and non-food goods provided by human itarian
organizations are still openly sold in the markets.

Rice wholesalers in Chittagong admitted that some rice sourced f r om CoX As Bazar

eventually reached them, despite the volume s being negligible compared to the entire volumes
being traded in the Division capital

To provide a benchmark for estimating the potential impact of WFP activities in Bangladesh at
large, it should be noted that the country is one of the fastest growing economies with 8.2 percent
GDP growth rate in 2019 2% and a stable market environment. The Chittagong port has been
constantly expanding its handling volumes in the last nine years, up to some 100 million metric

tons in 2019 -2020 year and 3,764 vessels ?* (even though the growth rate in 2019/2020 has been
the low est since 2012, see Table 3 in the Annex A). Bulk cargo food grains was 5.05 million metric
tons in 2016-2017 being approximately 6.9 percent of total imports ?°. In terms of trade value,

2 Anecdotally, there are so -called community committees across all the camps that control the selling and buying o f
Rohingyas relief goods. Selected Rohingyas per block/sub -block are given advance before any in -kind distribution date, so
that they can buy on behalf of the committee (or Syndicate). Some traders seem to be involved to provide the logistics for
this busi ness.

22 WFP introduced a cap of BDT 450 on the value of electronic voucher entitlements that refugees can spend on rice. WFP
Bangladesh, Rohingya Refugee Response, Situation Report #28, July 2019.

2 Economist Intelligence Unit, Country Report June 2020.

24 Source: Chittagong Port Authority, Cargo, Containers & Vessels Handling Statistics (Monthly) , downloaded from
http://www.cpa.gov.bd/site/page/d93a9285  -5d38-4c¢84-8b4a-643c76cf47¢2/- on July 28" 2020. The reported statistics
cover the period from July 2019 to June 2020.

25 Source: Chittagong Port Authority, Over View 2017 -2018.
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imported cereals made 3.2 percent out of total m  erchandise in Bangladesh in 2018, while food -
related products made in total 12.9 percent (  Figure 14 and Table 4 in the Annex A).

When it comes to rice, local demand is estimated to be 37 million metric tons , and the vast majority

of it is met by local production, with some 500 automated millers operating in the countr y.26
Reportedly , only 4/5 players control 70 percent of rice imports , and approximatively 30/40 smaller
importers mov e the rest. In Chittagong city only, there are more than 100 rice wholesalers, each
one with large supplies.

Against this backdrop, b etween January and November 2019, Yo n 1,067\ metric tons of rice
arrived in WFP Chittagong warehouse out of a total of roughly 13,590 metric tons including other
foods .2’ Even if there is a missing month in this data, when  compared with any commercial year
between 2011-2012 to 2019-2020, WFPA gontribution to Chittagong Port activity is marginal
remaining between 0.013 and 0.028 percent only, hence the market distortion at the Chittagon ¢
Division level are minimal if not n il.

At t he ColevAlstheBnapacamay be different though . Anecdotal evidence suggests that
host community members (including traders) often visit informal markets to purchase assistance
items sold by Rohingya traders at a cheaper price than the mar ket price in the formal markets
This happens at the cost of some shops in formal markets that lose competi tiveness and hence
customers . Another source of market distortion comes from the  Vulnerable Group Development
(VGD) Government safety -net programme that targets 22,924 households in Ukhiya and 23,461
households in Teknaf with 30 kg of rice per month : this makes approximatively 15 .3 million metric
tons between January and November 2019 .

Figure 9 summarizes the reports regarding the resale of assistance made by the Bangladeshi
traders in the formal markets. About 88  percent of the traders interviewed replied that they had
heard about it . However, when asked about their own experience, only 18  percent of them
reported to have had Rohingyas attempting to resell at  their shops.

Figure9 - Resale of relief items

Ever heard of Rohingyasreselling Ever resold reliefitems at this shop

=

mYes = No Refused to answer mYes = No Refused to answer

Source: WFP MFI trader survey, January 2020.

26 Source: Interview with the International Research Rice Institute. 26 November 2019.
27 Including High energy biscuits, lentils, vegetable oil, yellow split peas, and other specialized nutritious food.
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Figure 10 - Items that Rohingyas usually resell

63%

41%

34%

22%

Rice Vegetable oil  Lentils Other food Other non-
food

Source: WFP MFI trader survey, January 2020.

More specifically, the items Rohingyas tried to resell at the shops in the formal markets are

displayed in Figure 10. The results suggest that cooking oil is most likely to be resold (63%),

followed by non -food items (41%) and lentils (34%). The non -food items that were reported to have

been resold is shown inthe word cloud in  Figure 11, wi t h Bal ukhal i infor mal mar
in the resale business.

Figure 11 - Non-food Items Resold Despite at the time of the assessment rice was
least likely to be resold due to the cap introduced
by WFP earlier on, we investigated the rice business

Gas more in detail because it used to be the deal

breaker in the past . Out of 286 traders that
O participated in the survey, 25 were rice wholesalers
e and 261 were other types of vendors. Almost all
Isekss

§ Pu A @) rice traders sell non-parboiled rice (locally known
;sQ gar % as atap rice) and about 30 percent sell parboiled
& Ohstoves Jucket 2 rice. The most commonly sold varieties are BR28
LE Bucket and BR29 (each sold by 88 percent of the traders) |,
74 . ..
Tarpau]m which are the top two most popular varieties

grown in Bangladesh and account for 49 percent of
the area planted in the dry season (Tiongco and
Hossain, 2015). These are also the rice varieties
provided by WFP in the refugee camps .

Source: WFP MFI trader survey, January 2020.

In each market, there are less than or equal to 15 rice wholesalers with an exception of Teknaf City
Bazar where there are over 50 rice wholesalers . Most of these rice wholesalers stock less than 500
bags of rice - each bag weighing 50kg - while only six reported a stock of more than 1,000 bags .
On average, this makes roughly 30 metric tons of rice per wholesaler (Table 2 and Figure 15 in
Annex A).
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At the time of the data collection, the wholesalers purchased on average a bag of rice at 1,524 taka
and sold itat 1,595 taka, with a mark -up of almost 5 percent , spanning between 3.6 and 6.9 percent
depending on the marketplace . These figures are overall consistent with an assessment conducted
in October 2018 (WFP, 2018) were the total mark -up in the rice value chain - from the miller until
it reached the hand of the customer - was calculated to be around 21 percent, but only 7 percent
for local wholesalers/retailers  (Figure 12).

Table 2 - Rice price Among the 25 rice wholesalers
interviewed, only three in Leda
Whole Price BGD/S0Kg  Mark-up  hazar answered that Rohingya
Type Market salers  Tons Purchase Sell (%) . .
Formal  Court Bazar 9 40 1257 1,333 6.1 had sold rice at their shop  ata
Formal  Kutupalong 1 } 1,400 1,460 4.3 price of 22.7 taka per kilogram,
Formal Leda 3 18 1,327 1,383 4.3 when the market price was
Formal  Morichya 15 36 1,683 1,750 4.0 27.3 in comparison. This
Formal  Nhilla 7 38 1,783 1,833 2.8 o i
Formal  Palongkhali 12 3 1450 1,533 57 indicates  that  the  profit
Formal  Shamlapur 12 24 1,450 1,550 6.9 generated by purchasing from
Formal Teknaf City 55 26 1,633 1,710 4.7 Rohingyas and rese”ing in the
Formal  Ukhiya 5 58 1,737 1,800 3.6 formal market was much
Average 13 30 1,524 1,595 4.6

higher compared to the

regular profit margin , i.e. 20.6
vs. 4.3 percent, implying that
Rohingyas would discount the

rice received by 14 percent ( i.e. 22.7 vs. 26.5 taka per kilogram) at the time of the data collection

Source: WFP MFU trader survey, January 20

Figure 12 - Rice value chain

Importer

SR

3
Millers Regional Wholesaler

Local Wholesaler Retailers Customer

--------- » r(‘ e I'

Y ,  eeseessess. + AR Ea e e g &
,,,,,,,,,,,,,,,,,,,,,,,,,,, - Pd —

Farmer &
k4

% 12% GM 2% GM 7% GM =21% GM

Source: WFP computations

A recent study on the impacts of in -kind transfers under different re  -selling scenarios attempted

to quantify the real income in the economy  generated from 1 US dollar of in-kind assistance
(Filipski et al., 2020). The study finds that the multipliers generated gradually drop as the quantities

sold and the price discounts increase , up to the point that in a scenario that assumes a discount

of 50 percentand 50 percent of assistance sold by Rohingyas ,the multiplier would be largely belo w

one (i.e. 0.67), implying negative spill -over s to the Cox.As Bazar economy

19| Page



WFP

24

Nt
o
N
o

s
WF P, Mar ket Assessment in CoxAs Bazar, Ju‘{\\;

wfp.org

Figure 13 - Perceived Pressureto Reduce Selling Priceon  The discount figures reported above 28
Host Community Traders and the lack of rice among the
commodity mostly sold by Rohingyas
suggest instead that the multiplier can
currently be between 1.12 and 1.21, as
per two most -likely scenarios
presented in the study, while in the
past when bulk quan tities of rice
where sold it is not unlikely that it
resided somewhere below one.

While the impact of resale on the host
" Yes = No community tradersA wel
Source: WFP MFI trader survey, January 2020. straightforward question to answer,
when asked whether they have ever
felt pressure to reduce the selling price to maintain their competitiveness to remain in the
business, quite oddly about 73 percent replied that they have not.

6. Concluding remarks

This study provide s insights into the functionality of marketplaces i n Co x A dt bridgs 2 w&or .
novel elements in the existing body of literature on the rapidly evolving market situations and
prevailing challenges in the context of Roh ingyas refugees . First, it investigates markets not only

in terms of their capacity of supplying food, but also the essential goods that are indispensable for
the wellbeing of the refugees. As such, it builds towards the recent WF P iiiative 2° of bringing
the analyses for this emergency together into the #Essential NeedsAframework .3° Second, it
introduces a new approach to market analysis  based on the nine dimensions 3! deemed crucial for
assessing the functionality of marketplaces, with a scoring system that is comparable across
markets and over time. The MFI can be used to both draw a baseline and for monitor ing activities.

This assessment confirms that the functionality of
the caveat that a great deal of the demand , for the refugee population, is met by goods donated

either with in -kind assistance or through e -voucher shops , therefore formal and informal markets

have not proved yet they can completely supply the camps . We found that the host community

traders are highly agile in adapting their business es, and there was no major issue reported in

terms of availability of goods in the markets in either formal or informal markets. Yet, differently

from traders that run e -voucher shops, they rely on a supply chain network that is very localized,

thus introducing short -lived price instability in the system . In terms of assortment, while the range

of goods is limited in e -voucher shops, the Rohingyas have access to informal and formal markets

that are better equipped to  respond to the needs not curr ently met by assistance programmes.

2 These figures need to be taken with a grain of salt because the whole resale business is (wrongly so) perceived as  not
legal, hence traders do not want to openly talk about it

2 For example, the recently released emergency vulnerability assessment  (WFP, 2020a)

30 https://www.wfp.org/publications/essential __-needs-guidelines -july -2018

31 The Market Functionality Index assesses the following dimensions:  assortment, availability, price, resilience of supply
chain, competition, infrastructure, serv ices, food quality, and access & protection. For more information,
https://www.wfp.org/publications/market  -functionality -index -mfi.
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This information is captured by the reduced MFI  and can be used for monitoring the changes
driven by external shocks in future, for example the current COVID-19 situation. Since data
collection for this study was conducted in January 2020 just before the outbreak of the pandemic,
the findings of this assessment provide a good baseline scenario on markets functionality before
the disruption .

Beyond the elementary functionality of marketplaces of s imply bringing goods to customers at
roughly reasonable and stable price s, however, other critical dimensions should not be
understated . When we delved into the other dimensions such as infrastructure or food qualit v,
both formal and informal markets  perfo rmed very poorly . We found staggering issues around the
state of market infrastructure s, the overall level of services, and the quality of food when assessed
against key principles of hygiene and cleanliness, material separation, temperature control and
stock management . Both informal and formal markets  lacked some of the minimum requirements
that are largely in place and enforced by Government authorit ies in most developed markets , and
there is a dramatic contrast with  e-voucher shop s that must adhere to WFPAs st dnntllear ds .
meantime , there is minimal competition between  e-voucher shops and the limited assortment of
goods sold require that the b e n e f i crésertrtd fermal and informal markets to complement
the needs left unmet .

The MFI returns a more balanced view of these market places. On average, formal marke ts score
4.5 (ranging between 3.4 and 5.6), informal markets 3.7 ( ranging between 3.1-4.6) and e-voucher
shops 4.4 (ranging between 4.1-5.0) on a scale of 0 to 10. The comparison between the MFI and
the reduced MFI scores is also interesting , revealing the weaknesses of formal and informal
market s in terms of food quality, physical infrastructures and services, and hence where market
development initiatives can be implemented.

Several interconnections between the host and refugee communit ies do exist, and in each market -
place traders engaged with both types of customers . Most of the interviewed traders (72 percent)
report ed that the market situation has improved  since the summer of 2017 which is the time the
refugee influx happened in Co x A's . Bhe mamlers listed various factors that they believed to
have contributed to progress the market situation such as increased demand and newly emerging
business opportunities with the arrival of the Rohingyas , as well as the improvement of the
marketplace infrastructure s.

While quantitatively measuring the impact of the assistance is beyond the scope of this report ,
cash-based intervention s would bring positive externalities to the host communit y with limited

side effects on the availability or prices , albeit monitoring price changes would remain critical . The
refugee and host communit y economies proved to be closely interlinked and the local traders
were found to be highly resilient and adaptable . E-voucher shops clearly have the advantage of

providing some basic foods f or the beneficiaries in a regulated environment . However, these
contracted traders also have weaker ties to the local economy 32, potentially limiting the spill -over
effects from the programmes to outspread into the host communit y.

Over the past three years, large amount s of tradable goods (mostly rice) distributed by aid
programmes shaped an emergency economy, serving as a de facto currency in the hand s of the
Rohingya beneficiaries. These goods were largely traded by refugees in exchange for local

32 Most of their commaodities being sourced f  rom outside markets.
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curren cy, which became a source of income as their savings depleted over time with little
opportunities to find a new source of earnings . Moreover , such a large scale of in -kind distributions

enabled refugees to establish business activities and turn themselves into active players i n  Co x A's
Bazar economy, as widely documented by the number of refugee traders and their  increasing
relevance (Rosenbach et al., 2018).

Despite the positive role the in-kind donations ha ve played, such modality is far from the most
efficient way of supporting the beneficiaries and  the host communities . The illegality perception
around the business of selling and reselling humanitarian goods  further contributes to
diminishing t he Yval ueA of resulting in atte sei goddsa reinge sold at significantly
discount ed prices (14 percent discount rate for rice as of January 2020). The whole business is
organized in a hazy way to the benefit of few people , including those traders getting profit margins
up to 2 1 percent, as compared to 4 percent using the normal supply chain routes

WEFP is therefore transitioning the entire caseload of beneficiaries from in  -kind to e -voucher

transfer modality, while the introduction of cash is not an operable mode of transfer yet. Despite

the COVID-19 pandemic which slowed down the transition, by ~ May 2020 the share of individuals

assisted with in -kind donations has reduced to only 17 percen t of the beneficiaries that stand at

858,569 in total . Though not a perfect m arket ecosystem, e -voucher provides an array of food

items, as opposed to in -kind. Potentially, th e supply in these shop s could be further

complemented with other essentialgoods t hat ar e bei ng diparthers, éxpandeng by WFP
refugeesA choi ce options.

The complete transition will contribute to further shaping the market environment , With
implications that are not straightforward, as there are advantages and disadvantages associated
to both in -kind and e -voucher modalities when implemented in such a large scale.  Given the cap
in the sales of certain commaodities introduced in e -voucher shops, the entire transition to e -
voucher modality implies that the Rohingya s may have less leverage to engage in resale activities
with the host communit y. Though not ideal, resale activities made Rohingya perceive themselves
as active subjects inthe economy . In fact, already in 2017 "unemployment, having no independent
work or workplace, lack of activity, inability to support family }  w éound to be the major stressors
for Rohingyas men (Tay et al., 2018). In this regard , the full transition to the e-voucher transfer
modality could be complemented by slow injection of cash in to the camp economy through
livelihood and self-reliance activities aimed at reducing their vulnerability

On the other hand, decommissioning in  -kind transfer modality has the advantage of introducing

a more effective assistance more tailored towards  meetin g programmatic objectives, and t he
multi -wallet strategy that is being laid down may be a good way to better satisfy all the Rohingyas
consumption needs. Furthermore , it should be acknowledged that the transfer modality is often
selected not based on ly on its own economic merit s but on other contextual factors as well.

The learnings of this assessment highlight that the modality choice does not only impact the
economic ecosystem in the marketplaces but also deeply affect s the social dynamics that are
formed betwee n the refugee and host communities . With this in mind, we recommend that the
market situations as well as the social dynamics following a major shift in transfer modality are
closely monitored and evaluated on an ongoing basis.
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