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Living Income: An Introduction

Swiss Platform for Sustainable Cocoa: Virtual Interactive Living Income Workshop
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Nina Kuppetz

Junior advisor for living income

GIZ's Programme Sustainable Agricultural Supply Chains and Standards
nina.kuppetz@aqiz.de

Main responsibilities

= Living income in cocoa

= Living Income Community of Practice

= German Retailers Working Group on Living Income and Living Wages
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The Living Income
Community of Practice

Agenda

= [ntroduction: Living Income
Community of Practice & Living
Income Concept

= Preparing for action: Measuring
income gaps

= Taking action: Strategies for closing
the income gap
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The Living Income
Community of Practice

Living Income is a hot topic...

i 20
Virtual Living Incomeé April Workshop 20 \

7th April 2020
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...for governments, civil society, industry and research in multiple sectors
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Swiss Platform for
Sustainable Cocoa Y . Beyond

Federal Ministry INSTITUT FOR GKONOMIE o
% for Economic Cooperation UND OKUMENE %[': ChOCOIate
and Development

=
Oq Forum Nachhaltiger Kakao

WAGENINGEN e .
German Initiative on Sustainable Cocoa

UNIVERSITY & RESEARCH
PSP Ministry of Foreign Affairs of the
é'_ﬁéﬁ Netherlands
Royal
KIT i FARMER INCOuIE LAB
stitute

I% the sustainable
trade initiative ® . l ‘
O @ ﬁamforest | | / Upply Chain Iniative.
Alliance . :
ol g taceswis @) German Retailers Working Group

INTERNATIONAL on Living Income & Living Wages

And many more...
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https://www.rainforest-alliance.org/business/sas/
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The Living Income

Fostering shared learning and joint action Community of Practice

The Living Income Community of Practice
The Living Income

Community of Practice

Founded by ISEAL Alliance, Sustainable Objectives

Food Lab & GIZ

open platform for sharing, learning and
collaboration

More than 550 subscribers from
various stakeholder groups

Regular webinars, annual workshops,
resources, newsletter, etc.

More information: www.living-income.com Share learning and
Mailing list: http://feepurl.com/gMKLgT Lo
between actors ——

LinkedIn group: https://www.linkedin.com/groups/13784101/
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The Living Income
Community of Practice

Why living income?

+ Fight poverty & hunger
* Right to just remuneration

* Eliminate child labor and

* Support viable farming

* Rightto life in dignity forced labor systems
. . * Reduce inequalities )
Universal Declaration (also between genders) * Promote attractive
of Human Rights employment in agriculture

. . * Protect natural ressources
UN Guiding Principles

KEINE 1] 1[] WENIGER
ARMUT UNGLEICHHEITEN

NAP OECD-FAO Guidance -
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v
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Existing concepts are not enough.

The Living Income
Community of Practice

Living Income benchmark compared to other economic indicators for Ghana

= Reflect mere survival, not
Poverty a decent living standard el
lines 1200
= Not region specific o
800
600
= [n many places not 400
existent or too low to 200
Minimum secure decent living ;
wages = Mostly not applicable for
farming households or
self-employed
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National Ghana lower Ghana upper World Bank World Bank Average Living income
minimum  poverty line poverty line poverty line povertyline  earnings estimate
wage $1.90 PPP  $3.20 PPP skilled
agricultural &
fishery

Source: Living Income Report — Rural Ghana (2018);
converted to GHS per month for a family of 5

giz



The Living Income
Community of Practice

How is the living income concept different?

Living Income is about:

= households having the ability to
afford a decent standard of living.

= net actual household income being
sufficient to cover costs of decent
standard of living in particular place

= Decency in the context of nutrition,
housing, education, healthcare,
transport, other essential needs and
provision for unexpected events

Kitchen: Inadequate vs. good air circulation .
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The Living Income
Community of Practice

Definition

"The net annual income required for a household
in a particular place to afford a decent standard of
living for all members of that household."

Source: Living Income Community of Practice
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The Living Income

Preparing for action: Measuring income gaps Community of Practice
The Living Income Story

Potential OTHER SOURCES
household OF INCOME

Cost of a basic, decent standard NET OFF-FARM

LIVING INCOME of living for a household INCOME
BENCHMARK :
e( A INCOME “gQ
é o L
FOOD FOR DECENT CROP INCOME
MODEL DIET HOUSING .

OTHER INCOME

g A
CNpTy G
OTHER ESSENTIAL NEEDS m ”o
Ny 0

YRR o
(o) (@)
UNEXPECTED EVENTS E

Source of infographic: Living Income Community of Practice
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The Living Income
Community of Practice

Step 1. Determine living income benchmarks

A Methodologies
S ﬂ
=R | o Ikl i el il -
Eg Cost of a basic, decent standard Anker methOdOIOgy_
LIVING INCOME of living for a household = Reference values (using proxy methodology)
PENCHMARK % = Other methods by companies and organisations
- A
— ]|
FOOD FOR DECENT Important note: In the absence of a Living Income
MODEL DIET HOUSING

benchmark you can still start action by working towards
i alternative reference values as intermediate goals!
matd 9

OTHER ESSENTIAL NEEDS

o O Stay tuned!
ﬁ i% On.% —/ LI CoP is working on FAQ guidance on living

UNEXPECTED EVENTS = Income benchmarks

iz
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The Living Income
Community of Practice

Step 2: Determine actual household income

&5
"

ACTUAL
INCOME

Seite 13

OTHER SOURCES
OF INCOME

NET OFF-FARM
INCOME

no
PRIMARY CASH
CROP INCOME
| ;l
V7
ET OFF FARM W
INCOME SECONDARY
CROP INCOME
7
NET FARM
INCOME
PRODUCE CONSUMED

AT HOME

13/05/2020 |

Methodologies

= using farm economic model

(revenues minus production costs)
= estimation models with easy-to-access variables
= mixed-methods

Important considerations

= Balance between precicion & needed resources
= |ncome composition (% of focus crop)
= Availability & quality of secondary data

O Stay tuned!
—/ LI CoP is working on several guidance papers on
~ actual income measurement
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. . The Living |
Step 3: Identify the Living Income gap ConequIJ‘r?ingofrF"fgz?cee
Results for the cocoa sector

Income distribution and LI gap for cocoa households in CIV
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o o
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Key insights of KIT studies :

= 87% vs. 83% of cocoa producing households in CIV vs. GH are not earning a living income

= Significant differences in income gaps, partly explained by differing household and farm
characteristics —

iz
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The Living Income

Taking action: Work towards closing income gaps Community of Practice
Guidance for private sector

@ Lz%:mlrirrlliicﬂcr%pmﬁun I.t':r.l.'.'.:':ygu’ :E:crtri:
o Analyze Develop
supply chains policy
Guiding steps towards living o . )
. . . ® Map sources of raw ® Promote significance of © Formulate internal policy
income in the SUpply chain materials and supply chains living income as a business and strategy

How to mainstream living income in your company's activities

® Identify risks and leverage imperative © Set targets

® Assess income gap

A « «

Engage Implement Monitor and

suppliers action communicate

© Communicate commit- ® Collaborate at sector level ® Evaluate impact of your )
nELE ® Invest in value chain interventions

® Get backing of suppliers ® Adapt business practices ® Communicate results

Flyer can be found here — a more comprehensive version and LI CoP webinar will follow soon _
Seite 15 | 13/05/2020 | gIZ


https://c69aa8ac-6965-42b2-abb7-0f0b86c23d2e.filesusr.com/ugd/0c5ab3_610a7c299a5b4563a2889f70080a06a8.pdf

The Living Income

Taking action: Work towards closing income gaps Community of Practice
Need for a holistic living income strategy

Enabling environment

Pricing & Procurement

Productivity
Cost of production
Diversification

iz
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Taking action: Work towards closing income gaps
Need for a holistic living income strategy

Enabling environment

Pricing & Procurement

Productivity
Cost of production .
Diversification
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The Living Income
Community of Practice

Professional producer
organisations

Farm service delivery

Income diversification (on-
farm & off-farm)

giz



The Living Income

Taking action: Work towards closing income gaps Community of Practice
Need for a holistic living income strategy

Enabling environment

Pricing & Procurement Supply chain level

* Pricing & premiums
o = Transparency
Productivity = Supplier Management
Cost of production = Certification
Diversification
= Corporate marketing &
communication

‘
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The Living Income

Taking action: Work towards closing income gaps Community of Practice

Need for a holistic living income strategy

Enabling environment

Pricing & Procurement

Productivity
Cost of production
Diversification
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Sector & policy level
=  Community development
= Landscape development
= Sector price mechanisms
=  Supply management

=  Sector collaboration

= Due diligence regulation

giz



The Living Income
Community of Practice

Milestones on the way to a Living Income in Cocoa

4 )

( Few companies \ European
look at income Multi-stakeholder-Alliance Sustainable Cocoa German Retail
Platforms (GER, CH
within supply on Living Income in Beyond Chocolate in NL, BE) iniliat:e a ' companies sign a
chains Cocoa (ALICO) formed to Belgium is formed; ! to ali self-commitment
The GISCO Vot promote structural clear commitment to "'“De.rfl: ":'S'g n , to the promotion
roject PRO- oAy change and to pave the achieving LI until _commitments an of LI and LW
proj collaboration g indicators, above all
PLANTEURS way for LI 2030 ' within their own-
includes an on LI, but no those relating to a LI brand value
income indicator concrete \ for Cocoa farmers -/ chains
commitment
(cocoa and non- yet:
cocoa) T.hﬂ"d Caﬁ‘mc Event: GISCO adopts 12 Jg;fu?a?e:i
Berlin Declaration, WCC- , We new goals, including tan fo
affirm tha.h‘m_s- cocos sector will a goal on the [Plan L_C_US’ES
nat be susfainable fffarmers areﬂ contribution to a LI on Living
not able to earn a Living Incoms ' Income

2019

First catalytic
EVEHT.' Fﬂirtrade. puh“shes FDUIIdiIﬁI]I‘I Of |J - - -
Journalists point Second Living Income working group as [:;r: tL(I:D;EII? ﬂm"' ,'::3; mg\
out the serious catalytic Reference Prices for part of the PPP { The governments \ - :
poverty situafion of . Platf in CIV . i president Rick Scobey,
" event: cocoa in CIV & Ghana orm in of Cote d'lvoire who decl t the WCF
amon 20172018 and Ghana 0 ares at the
among others rice crash th partnership meeting:
fenews sense N an "DU"FE € I Want 1o be very clear,
VOICE! Sidwind of openness The Living Income - introduction "'2 the industry's
c Bau merlge existing Community of Practice The Swiss Platform for nLiving Income commitment is to ensure
ﬂCﬂﬂbI_ “J;ll r strategies are is formed to support Sustainable Cocoa dlﬁe[enthl a_ilonu a Living Income for
i insufficient. activites focused on adopts a M&E with a joint farmers because all
achieving LI; launch of framework, including \._ Supply control other elements flow ——
first LI studies the contribution to a LI \ from that.” /
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