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Question and issues

Pathways towards living income

(o Living income benchmark
* Resource constraints

* Market constraints

* Knowledge & information

-
Living Income gap
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a) How far do current production and trade conditions enable smallholder

farmers to earn a living income?

by What are the different strategic opportunities for reducing the living

Income gap?



Living income - the concept

The Living Income Story
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hPOtenI:ialld OTHER SOURCES
ouseno OF INCOME
A income f ) . FOOd
= @ 1
S ﬂ _______________________________________________ = Housing
S=S Cost of a basic, decent :
—4 iC, . .
LIVING INCOME standard of living for : NE:::;:‘E‘RM . Essentlal needs (hea Ith,
BENCHMARK a household ‘

0/ o
g e = Communication
oI EOR, Lecany = Childcare
= Unforeseen events

&/ /h\ neone | o education, energy)
i :

PRIMARY CASH
CROP INCOME

OTHER INCOME

m T 1' e : NET OFF FARM
el ) 4 " @I INCOME
OTHER ESSENTIAL NEEDS m“°

m ACTUAL NET FARM
() (®) INCOME INCOME

UNEXPECTED EVENTS

For more information and to join the community I e o —

= o . 3 : ~~ . J
visit: www.living-income.com B | L Cocperaton |Z iz iseal Tg?
Contact: livingincome@isealalliance.org mpasn oo g ~ Susrkmnce fo0o Las



Model approach 5

Plot Area * Yield (= total volume) * Price -/- Costs
Assumptions made for income from non-focus crop sources to
estimate Net total household income

Net crop

income

Living

income gap Living income benchmark -/- Net Income

Living income gap / factor
rewards
(for land, yield, price, labour)

Marginal

factor
returns

Assumptions [ to enable aggregation from plot level to farm-household level analysis]:
. Land share devoted to the commercial crop varies between 25 and 60% (depending on specific local conditions)
. Net crop income contribution to total household income varies between 30 to 80%




Average living income gap (proportion)
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Finding 1: Living income benchmark levels

Living Income by GDP per capita
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Finding 2: Different constraints & opportunities

% change needed to close gap

% change needed to close gap
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Finding 3: Land distribution 5
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Land constraints lead to higher Inequality (Gini Ratio > 0.6)
More land constraints in more commercially-oriented systems
Continued land fragmentation in many contexts



Finding 4: Closing yield gaps (kilogram/ha)
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Yield gaps vary between 20-30% (green beans) and 60-70% (cotton, maize, sorghum)
Many reasons why yield gaps are not closed easily (investment time and money,
knowledge, access to inputs and technology)
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Finding 5: Reducing price differences %
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Finding 6: Employment creation 5

Labour Days for reaching living income
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Implications for policy strategies

Policies Land Yield Price Labour |VCcases
constrained | constrained | constrained | constrained

Cotton (Ethiopia),

Land registration and
Groundnut (Ghana)

tenancy

Green beans(Kenya)

Rural extension & Green beans (Kenya),
.. Cotton (IEthiopia)
training

Mango (Burkina Faso)

Public investment in Cocoa (Cameroon),

Cotton (Ethiopia)
Market Infrastructure o
Maize (Nigeria) ,

Groundnut (Ghana)
Rural credit & crop Groundnut (Ghana) ,
: Cotton (Ethiopia)
Insurance
Vocational Education Mango (Burkina Faso) ,
Sorghum (Ghana)
Social organization Cotton (Ethiopia), Coffee
(Tanzania)
Mango (Burkina Faso)

Cocoa (Cameroon),
Coffee (Tanzania)

Certification &
labelling

Mango (Burkina Faso)
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Implications for policy & research (V)

* Important to look at costs and realistic impacts of different
interventions to increase incomes for different segments of
households

* Farm income increase through increasing yield or diversification
may not be as relevant as often assumed for certain household
segments if they require much investment in terms of money or
time, or if they require a certain amount of land

* Price increases increase incomes for all farmers but the poorest
households benefit least because they sell low volumes

* Important prospects for improving employment options and
increasing wages outside of agriculture with repercussion for the
agriculture sector.
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Implications for policy & research (V)

Opportunities for reducing the gender wage gap as a strategy for
pursuing living incomes because of differences in income gap
between men and women.

Smallholders producing commercial crops are better able to reduce
nutritional deficiencies and improve labour productivity.

Important prospects of (long-term) delivery contracts and collective
action as mechanisms for reducing living income gaps.
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