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The Living Income Community of Practice

Foster collaboration and support organisations in their journey towards improving
farmer incomes, and enabling farmers to achieve a decent standard of living.
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The Living Income

Community of Practice HOME LIVING INCOME ABOUT ACTION RESOURCES  EVENTS = CONTACT

THE CONCEPT

The Living Income Community of Practice
defines living income as:

“The net annual income required for a household
A t I in a particular place to aff

c ua of living for all members of the
“Elements of a decent standard of living include:
food, water, housing, education, healthcare,
transport, clothing, and other essential needs
including provision for unexpected events".
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Eosteringicollaboration and support ations in their journey towards
IMProvines Bincomes, enabling farme to achieve a decent standard of living

Facilitate learning and
exchange around
measurement

Identify and discuss
strategies to close the
income gap

Understand the gap
between actual and
living income
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Today’s guest speakers on our Topic: The Role of
Professional Farmer Groups in Living Income

Mascha Middelbeek Dieter Fischer
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Presentation Overview

AMEA: Why Professional Farmer
Organizations?

SCOPE Insight: Measuring Professionalism
and Linking Farmer Organizations and
Living Income

Case study 1: Rikolto/SCOPE experience:
East Africa

Case study 2: IFC/SCOPE Experience: Cote

Divoire

The Way Forward

Discussion: Q&A
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There is a clear relationship between professional farming
organizations and a high performing agricultural sector

Why professional farmer organizations?

A performing sector is...

A professional farming organization...

Competitive: in price and quality

Has quality management systems to deliver quality
and quantity consistently

Profitable: to farmers, workers and supply chain
actors

Provides services that enable farmers to reduce
costs and increase income

Resilient: to price volatility and climate variability

[ Has production planning & a marketing strategy

that reduces risks for farmers & the farmer
organization

Innovative and adaptive: to market trends

Is able to work in partnership with innovators to
pilot new technologies

Sustainable: protects the environment, respects
labor rights and applies fair trading practices

Has appropriate guidelines and policies which
relate to sustainability

Inclusive: to the most vulnerable to participate

Sees opportunities for working with the vulnerable
and delivering beyond economic outcomes

amea

Transparent: in trade flows and information

Is accountable to its members and is trusted




And there is a clear link between how farmer organizations
contribute to living income for farmers

Linkage between Farmer Organization and living income

Income increase
and
diversification

Sustainability

-Net income
-On farm

-Off farm .
. Other sources Access to basic
Production base services &

human rights

o
of Yamea



AMEA was established to transform the agricultural system in emerging
markets so that farming organizations receive the maximum benefit
from capacity builders

The AMEA Framework

150 global
definition
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Continuous feedback loops:

Professional
farmer
organizations

H Common indicators
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implementation, collaboration, learning, and adaptation



AMEA played a catalytic role in gaining consensus on an
international guidelines for Professional Farming Organizations

IWA29 - an international definition for professional farmer organizations

®
o(-‘ amea .(ﬁ. amea Final count of participants in ISO/IWA on
ADVANCING PROFESSIONAL FARMER ORGANIZATIONS D EFI N I NG PROFESSIO NAL FARM ER ORGAN IZATI O N S
219 parmicipanTs (1.0 STAKEHOLDERS®
HIHH L] 19 svmcmiramiioae,
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ERERILEE] ity cerficaionschemes

Standards application
2'2 Training providers and capacity builders

19 other

IWA 29: : S 1 COUNTRIES |

PROFESSIONAL
FARMER

ORGANIZATION

- GUIDELINES
OVERVIEW

Organization Purpose and Governance
Business Management

Human Resources Management

. Finance Management

Community and Stakeholder
Engagement

Member Services and Business Activities
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AMEA is one of the fastest growing networks in the agricultural

development sector and includes private and public
organizations

AMEA members - First movers
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Measuring Professionalism and Linking Farmer A
Organizations and Living Income




To transform the agricultural sector, large scale
professionalization of farmer organizations and SMEs needs to
happen

Our Theory of Change links the farmer organization professionalization to
outcomes and impact

Farmer Organizations which implement these:
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Stronger Business Case

Risk Mitigation
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Our assessments measure the eight areas of professionalism which
impact farmer livelihoods, agricultural value chains and resilient farming
systems

The Eight Dimensions of Farmer Professionalism

Production base
. : : Internal Management
Provision of inputs, collection of farmers, ) )
. Governance, management, business planning,
strength of the supply base, extension . - :
: internal organization, membership
services
management
Market % &, Operations
Market risks, market strategy $ ‘= Logistics, storage, processing

External risks .. &
Climate, natural, biological, ”\

AR
VA

’ Sustainability
a: :& Social issues, environmental

L

environmental, social and political issues
risks
Enabling environment =g Financial Management .
Capacity builders, NGOs, sector |ir Administration, planning, reporting,
organizations, community, ) monitoring, financial services to farmers

government
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We believe professionalism is the key to transformation of
farmer organizations and small enterprises which benefits all
stakeholders

Our Approach

Train staff /
assessors

Conduct

(re) assessments

Farmer score over time

Collect data

and business

intelligence
yl y2 y3 y4 y5
Design, tailor,

and implement
capacity building

Communicate
progress and
lessons learned
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Our assessments capture the key elements of how farmer
organization contribute to farm income

Linkage between Farmer Organization and living income

Income increase and
diversification

« Profit margins

* Price information

« Product diversification
Market « Creating off-farm employment
* Access to markets
» Sales
» Negotiating prices/bargaining power

Sustainability

» Social practices and community
investment

« Inclusion of women and youth

 Environmental practices

-Net income
-On farm

Production base -Off farm Access to basic services & human rights

» Access to inputs -Other sources « Community investment (e.g. health
« Economic benefits / pricing services, infrastructure)
« Extension services « Education

* Quality standards & control * Fair labor practices
* Produce collected & certified



We have done thousands of assessments and our data shows a

clear link between farmer professionalism and the challenges
farmers face in the market

Professional farmers gain higher profits and are better linked in the

market
8 Average annual profit in local
70 currency
60
B 50
z 30
< 20
10
Jomm IR
Professiorialism Very immature Immature Maturing Professional
Organizations that score higher More professional organizations
on professionalism are better able make a higher profit, and this
to access to markets and can often  translates to  higher
anticipate market-related risks earnings for the members
themselves.
v
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Professional farmer organizations provide rural employment and
Improved access to inputs

Professional farmer organizations have better access to inputs and more
full-time employees

Access to inputs Full-time employees

[y —_
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Access to Inputs

Avg of Full-Time Employees
=

=]

o--lI
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Professionalism Internal Management Professionalism
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Case study 1: Rikolto/SCOPE experience: East -
Africa

rikslto




The Rikolto project was designed to improve the market system
in which famer organizations work

Project Objectives

TRADING SYSTEMS

Investment in Inclusive Business

Returns from Inclusive Business

SERVICES
SUSTAINABLE FOOD

Sustainable production

Improvements in Business :
index

Capacities

Affordability and Demand Traders adopting standards

rilesllio
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The project piloted several models and approaches

Different models

Sector diagnostic — AidEnvironment/IIED

Agribusiness cluster development — borrowed from
ICRA approach

Lead Firm approach — LINK (CIAT)

Farmer Organisation capacity building - dependent
on partner/consultant — using SCOPE tools

rilesllio

VECO



Stronger business models with increased aggregation and
bargaining power lead to improved market access and higher
prices for farmers

Results and data - snapshot from Food Trade 2016-18

®Stronger aggregators and business models ®Stronger aggregators and business models
OTrust established for over 2000 farmers ®Business models improved.

aggregating for first time ever ®Governance & management addressed robustly
®Better market position ®Trust (re-) built with members leading to 3X
®Approx. 10,000 farmers able to store grains increase in aggregation

for 4 to 6 weeks |onger_ ©®Better market position

®Improved bargaining position — 10% better ©®1 FO contracts with WFP for first time. US$13k
prices than at farm gate. finance. x2 income.

®Pilot of QMS/SRP completed with Regional ©®Improved bargaining position — 12% better prices

Research institute than at farm gate.
©Pilot of QMS/SRP completed

rilesltio



The organizations with whom Rikolto worked, were a good
representative of organizations in East Africa

SCOPEinsight data shows how Rikolto’s organizations compare against the
benchmark

Total score Internal Operations Sustainability Supply Market Financial  External risks  Enablers
Management management

w

N

m Rikolto m East Africa m Global
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Data from the project in both Uganda and Tanzania shows that
professional organizations are of greater benefit to their members

Access to markets & services provided (SCOPEinsight)

Services Provided to Members

Other  m— Interpretation: More

Advocacy I
Transport [l matu I’ed fa rmer
Financial Services s organizations provide

Collective marketing I .

Information sharing I mo re d.lve r'se da nd
Collective Production S SpeC|a | |Zed services tO
Collective equipment IEEEE—— ‘the| rmem bers

Training
Storage I———

o

2 4 6 8 10 12 14 16
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-~ m Very Immature mImmature Maturing
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The project uncovered interesting lessons learned

Key questions & recommendations

« Most farmers and traders do not want to have formal, forward contracts.

* Progressive lead firms are difficult to find and are very cautious.

« Lead firms also find it difficult to control their local traders

Lessons « A credible business model is needed but the quality of consultants and other

Lea rned BDS providers is very, very low
« Even with a good business model, farmers are reluctant to pay for services

« Selection of Farmer Organisations is critical, especially on short term projects,

LR but if you select the Farmer Organisation and the capacity builders correctly
Way then advances are made in terms of professionalization and living income
Forwa I"d LT AMEA is about enabling the selection process and increasing the number to

choose from----- and therefore accelerating professionalisation




Case study 2: IFC/SCOPE Experience: Cote
Divoire ‘
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A joint pathway towards professionalizing cocoa cooperatives in
Ivory Coast

Project Objectives

To secure a long-term supply of high-quality cocoa
and to improve the cocoa farmers’ livelihoods

To increase access to finance and providing lease
financing for new trucks

)
International
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The program used an innovative and scalable approach for the
professionalization of cooperatives

The Coop Academy Approach

=

Success Expected benefits
factors v Cooperatives significantly increase
rofessionalism and access to
v" Scalable Y
2. Aligned curriculum, v Cost efficient ,
training and coaching 7 Serdlae e v Reduced costs and risk for market

' Data-driven parties and FIs

3 Re-assessrments v Aligned v Better targeted and more efficient
with SCOPE Basic capacity building

assessment-
curriculum v More efficient and effective
4. Access Finance collaboration through common
through Risk Sharing language on professionalism

Facility

v Data-driven continuous
improvement and learning

International )
Finance Corporation
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The Agribusiness Leadership Program was developed to create a
complete package of capacity building to farmer organizations

The ALP focuses on improving professionalism and aligns with
SCOPEinsight’s assessments

* Low levels of business management capacity is a significant
constraint to the development of smallholder supply chains.
Higher levels of business professionalism amongst smallholder
farmer organizations can facilitate offtake arrangements, input
supply and supply chain financing.

* |FC’s Agribusiness Leadership Program (ALP) prepares farmer
organizations to become more professional and is in use with
over 600 coops in Cote d’lvoire, Cameroon and Rwanda. The
program will expand to Ethiopia and Tanzania.

* ALPincludes farmer organization assessment, training, and
coaching Agribusiness

Leadership
Program

* The training and coaching process results in the creation of a
commercially-oriented development plan for farmer
organisations

* ALP can be customized according to a farmer organizations’
size, crop sector, and staff education levels

CIFC

Creating Markets, Creating Opportunities
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Each stakeholder had an important market role

Role of market players in strengthening FO’s and promoting a living
income through FO’s

Financial Institute (SIB IFC
bank)

Cargill

Pre-finance _ _
 Guarantee scheme Risk reduction &

sharing

Advisory services
mechanisms (financial /
agricultural)

Long-term contract . .
, : « Farmer-friendly lending
Fair —price and
margins

Technical assistance

International
Finance Corporation
WORLD BANK GROUP

CIFC

Creating Markets, Creating Opportunities




SCOPEinsight’s data helped to design capacity building and
show progress

Baseline and endline assessments are critical

50 Dimensions difference

40 -

3.0 -

Score

1.0 - —

Internal Operations Financial Sustainability Supply Market External Risks Enablers

A
‘ mBaseline [ Re-assessment
SCOPEnsight

Cooperatives became more professional
particularly in the areas in which the program
focused

International
Finance Corporation
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Creating Markets, Creating Opportunities
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SCOPEinsight’s data helped validate the projects theory of

change

The projects objectives were achieved using targeted capacity building

Annual Turnover by Level Of
Professionalism
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SCOPEinsight

Healthy earnings are required to guarantee financially
sustainable farmer organizations and more member

benefits

CIFC

Creating Markets, Creating Opportunities
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Professional cooperatives have
improved access to markets and
sell more produce




Farmer Organizations require access to finance for investment

and improvement of their member services

Professional Organizations access greater loan sizes

Professional cooperatives
have a higher likelihood to
access loans, which can be
used for further expansion
and investments (e.g.
transport, warehouse
facilities) thereby improving
services for its members

International
Finance Corporation
WORLD BANK GROUP

CIFC

Creating Markets, Creating Opportunities
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IFC/SCOPE experience — Cote D’lvoire

IFC data on improved farmer livelihood status in relation to FO’s

We have preliminary data
linking improved farmer
livelihoods at the household
level and farmer

professionalism (publishing
forthcoming)

Photo; International Finance Corporation & Cargill 4
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Conclusion and Way Forward
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Data integration and analysis is needed on the living income of farmers
and the relation between professional farmer organizations

Linking data at the household level with farming organization data will
give a more complete picture

Available data: Services
(inputs, earnings) -
— B

‘-‘-

A
| IR ‘

Household farmers Farm organizations Offtakers

Key
Data we have

________ Incomplete data

........................................ Unknown data
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Working towards a living income requires a multi-actor approach
to influence the broader ecosystem.

Continuous farmer professionalization leads to effective market linkages
which ultimately benefits the individual farmer

Market Opportunities
Increasing business opportunities for
farmers and value chain players
3 Farmer Professionalization Market link e Close the
= Improving the performance of producer better [~2| processing [~ deal
‘g. organizations and their farmers gfgmgr/ farmers
2 track
—_— “l  record
2 Re-
o «p| assessment
o Capacity
™ | Assessment |—»| building
Capacity Builders

v Time

v

Ultimately benefits the
farmer
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Community of
Practice Updates

Coffee and Living income webinar
This webinar will explore the links between living

income and coffee sustainability.

Date and Time: Tuesday, July 16, 2019 2:30 PM - 3:45
PM BST. Registration:
https://attendee.gotowebinar.com/register/383205680
7768881923

International Living Wage and Living

Income Conference - 5 & 6 November 2019

- Van Nelle Fabriek Rotterdam (NL). Organised by
the Dutch Ministry of Foreign Affairs, the German
Federal Ministry for Economic Cooperation and
Development together with Hivos, Fairfood, Rainforest
Alliance, Fairtrade and IDH, The Sustainable Trade
Initiative. Subscription: https://burodertig.us11.list-
manage.com/subscribe?u=35¢c1367053fe3b8c28b3383
29&id=b5a49ec91d
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A freshly-opened cocoa pod, Nicaragua © Sean Hawkey for
International



https://attendee.gotowebinar.com/register/3832056807768881923
https://burodertig.us11.list-manage.com/subscribe?u=35c1367053fe3b8c28b338329&id=b5a49ec91d

Cocoa, Ivory Coast © Marco Garofalo for Fairtrade




Stay informed!

/And remember to add your
upcoming, ongoing and
finalised studies to the
Sustainability Impacts
Learning Platform

Living income
www.living-income.com

Living wage
http://www.isealalliance.org/our-work/improving-
effectiveness/global-living-wage-coalition

http://www.sustainabilityim
pactslearningplatform.org

SIGN UP FOR GLWC BENCHMARK RELEASES

Questions? Email us at:
sdaniels@sustainablefood.org
friederike.martin@giz.de
adam@isealalliance.org
rita@isealalliance.org
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