Income:

ing

Liv
Introduction to the Concept

The Living Income
ommunitv of Practice

Prepared by

Implemeted by

[

@ iseal

giz ===

3 Eigroi Covpiralod
weed Dwrwelopemenn

ecersi Mimintry

ﬂ!l!;

™.
—
o
~
T
<
O




The Living Income
Community of Practice

Relevance of Living Income

Guarantee Human Rights

A decent life

* Fight against poverty and hunger

Supporting farmers to invest

Absence of slavery * Elimination of child labor and forced in their farms and diversify

The right to fair labor their sources of income
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Living incomes and
living wages are both
about the income level
that would enable a
family to afford a
decent standard of
living.

A basic, decent
standard of living!

'_Pe._r__l,xvian coffee farmer and wife © Rainforest Alliance


Presenter
Presentation Notes
Now, lets explore both these concepts in parallel. 

Living income and living wage are both about the income level that would enable a family to afford a decent standard of living.

It is important to note that the one element that underpins both these concepts is a basic but decent standard of living.


What does it mean to
be able to afford a
decent standard of
living?

The net annual income of a
household, which comes from a
variety of sources, is sufficient to
cover the cost of a decent standard of
living for a typical household in a
particular place.

What does decency mean in this context?
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How is living income different than poverty
alleviation?

The concept goes a step beyond traditional notions of
poverty alleviation that are concerned with basic
subsistence and survival.

It puts a strong emphasis on the
idea of decency and earning enough income to live
comfortably.

Living Income is becoming a critical topic and
discussions on this are fast gaining momentum and
being prioritised.


Presenter
Presentation Notes
As we have mentioned in the earlier slides, Living income is not about meeting minimum or baseline levels of income. It emphasizes the need to be able to provide for a household to live comfortably.

Why now? The spotlight on this topic is increasing, especially for consumer-facing brands and the increasing number of companies that are committed to being fully ethical. Where previously the understanding on this topic was lower, now there is enough information available, numerous initiatives and strategies where we can draw learning from for organizations to take concrete steps to take action. 




Living wage is an Living income is a
individual concept. household concept.

A worker earns enough in Farming households
a standard work week to earn enough in a year

enable his/her family to from all income sources

afford a decent standard to afford a decent
of living. standard of living.

1
The Living Income

LIVING WAGE Community of Practice
COALITION opm- gizamsn. @82 1@

www.globallivingwage.org www.living-income.com
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Presenter
Presentation Notes
So what is the main difference between Living wage and Living income?

The idea of a living wage, is applied in the context of hired workers -in factories, farms, and so forth. Living wage is focused on a A worker earning enough in a standard work week to enable his/her family to afford a decent standard of living. 

Living income is discussed in the context of any income earner, such as self-employed farmers. Living Income focuses on Farming households earning enough in a year from all income sources to afford a decent standard of living.

There are two different multisector initiatives that work in parallel to support the discussions on both these concepts. 
The Global Living wage Coalition and the Living income community of practice. Both initiatives have specific objectives and work with a range of stakeholders which include standards, governments, industry and farmers organizations in defining together the credible industry benchmarks for living wage and living income.  

http://www.globallivingwage.org/
http://www.living-income.com/

The Living Income Story
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Presentation Notes
This diagram depicts the entire living income story. The are 3 components that I shall explain further. 

The diagram (on the left) in green shows us what elements constitute a basic decent standard of living. The ideal scenario. This is what we term as a Living income benchmark.

The diagram (on the right) in shades of brown shows us the reality. The first part is what we term Actual Income. It is the total household income which comprises income from the farm, off-farm activities as well as income derived from other sources.

Now if we look at the diagram, we will see there is a gap between the reality (an Actual Income) and the ideal (Living Income Benchmark)
This is often referred to as the Income Gap. Many of the livelihood programs and initiatives today are geared towards closing this gap.

In the next 3 slides we shall look at each of these components separately
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Determining a LIVING INCOME involves
calculating the cost of a basic and decent
standard of living for a typical household.

3 Key points

v’ Based on international standards
and local validation of the decent
standard of living

v' Based on the households (large
families need more resources than
small ones)

v'  Is specific to a particular location


Presenter
Presentation Notes
Lets start with a Living income benchmark?
In a generic sense, a living income benchmark is an estimate of the cost of a decent standard of living for a reference size family.  
A living income benchmark is meant to answer the question ‘how much does a family in a particular place need to earn, from all income sources, in order to live a decent standard of living.

This can be grouped into three expenditure groups 
Costs for decent food, water, housing, 
Costs for other essential needs such as, healthcare, transport, clothing, and 
Provisions for unexpected events or emergencies. 

In calculating a living income benchmarks, the 2 key points to note are household size and location. A living income benchmark calculates what income a reference family (typical size and hh composition) in a particular place would need to cover these costs of living.

The Anker Methodology is designed to estimate a living wage, but it can also be applied to living income, as the cost of living for a family is the same regardless of how income is derived. It is widely considered to be the reference methodology for calculating a benchmark. However it is does require considerable time and resource expenditure. Some organizations have also now used proxies for measurement –these are suited to the needs of the organizations. 
(The community of practice shall be providing some further clarity on this within the next months)     
----------------------------------------------------------------------------------------------------------------------------------------------------
A household is a group of people (often family) who form an economic unit (pooling income and other livelihood assets), often (but not always) living under the same roof or within the same compound. A household is not restricted to just family members however. Pooled resources include labour, income and other resources.

By definition - Living Income is 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. 

To calculate what a living income is for a typical household in a particular place you need to measure the costs of decent food, housing, other essential needs (such as school, transport and healthcare), and a percentage for unexpected events. The Community of Practice promotes a methodology developed by Richard and Martha Anker to calculate this, which uses a combination of secondary and primary data to enumerate the costs and thus calculate a Living Income benchmark.

But some of you might be asking ‘what sets this as apart from a poverty line. People have been trying to measure and tackle poverty for decades, so why reframe the issue now by measuring living income?’

There’s an important distinction between living income and poverty lines. While poverty lines are generally concerned with subsistence; decency and resilience underpin the concept of living income. It is about earning enough to live a decent life with a buffer for the unexpected.

In the past, for many, the goal has been to get farmers just over the poverty line. However, smallholder households very often live close to this line; and, when the unexpected happens, such as there’s bad season, which is pretty much inevitable, the risk of falling into cyclical poverty is high.

It is important to remember that smallholder farmers are business owners with incomes intrinsically linked to their household’s socio-economic livelihood system. All successful businesses have reserves and securities that allow them to survive, and people are more likely to thrive economically when they don’t have to worry about just making ends meet.

A living income benchmark provides a rung on the income ladder above the poverty line. This amount ensures a small-scale farmer’s viability and economic success. What is considered decent is grounded in international standards of decency, set by reputable institutions like the WHO, ILO and UN-Habitat.




The Living Income

Credibility of the Living Income Community of Practice
Benchmark

A credible study for the calculation of the
Living Income benchmark...

B is elaborated in consultation with the main
actors of the sector

B is based on national data on expenses,
food costs etc.

B is conducted by an interdisciplinary team of
qualified researchers

B is supported by a diversified technical
team for quality control

Validation Workshop, Abidjan, Sept 2018
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Living Income Benchmark Calculation The Living Income
COTE D’IVOIRE - Rural cocoa growing regions (2018) ommunity of Fractice

Based on an average household size of 2
adults and 4 children

« FOOD - CFA 124,625 (US$ 216)
- OTHER ESSENTIAL NEEDS - CFA 95,102 (US$ 165)

« HOUSING - CFA 29,850 (US$ 52)
UNEXPECTED EVENTS - CFA 12,479 (US$ 22)

Living Income Report

Rural Cote d’'lvoire

By: lvorian Center for Socio Econamic Research (CIRES)
Suppaned ey the
|

ESTIMATED MONTHLY
LIVING INCOME
CFA 262,056

Phartae o8 ansia Farming Paamidy in Cote beoare comermeny ol — hepthé {E BF-WC-RD 1.0

La Source: CIRES, 2018.
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Presentation Notes
Quickly, here’s an example of a Living Income benchmark that was calculated for rural cocoa growing regions of Cote D’Ivoire. Note that the benchmark is place specific to regions of Cote D’Ivoire identified as typical for cocoa production and that it represents a living income for the average household size within those regions: 2 adults and 4 children. The breakdown shows how much income is needed for each of the key expenditure areas for a household of that size and in that context to be able to afford a decent life.

LINKS: CDI LI Benchmark:  https://docs.wixstatic.com/ugd/0c5ab3_71310ed04c5d4fec8805580ed901c933.pdf
CDI 2020 UPDATE: https://c69aa8ac-6965-42b2-abb7-0f0b86c23d2e.filesusr.com/ugd/0c5ab3_a3830a35e23c4e77adc642fba454a93e.pdf
 KIT CDI gap analysis: https://docs.wixstatic.com/ugd/0c5ab3_fc3386a550b94a898c7757ee13ab59e6.pdf


https://docs.wixstatic.com/ugd/0c5ab3_71310ed04c5d4fec8805580ed901c933.pdf

The Living Income
Community of Practice

Applications of the Living Income Benchmark

B» Understanding the income gap for a household or
groups of households

B Setting targets for household income growth and
model how to reduce the income gap at the
household level

I Informing on the targets for indicators related to
' agricultural production and crops and analyzing
the related indicators

* For example: Use it as a reference to
determine a fair price for different products
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Presentation Notes
A benchmark is all well and good, but it doesn’t really become useful until we look on the other side of the coin and what smallholder households are currently earning. This is what we call ‘Actual Income’, and one of the key realisations, when looking at this diagram is that this can come from a variety of sources for a smallholder, not just the sale of the main crop (e.g. cocoa). In fact, it’s pretty common for smallholders to supplement primary crop income with income form other sources, both on and off farm. Off farm income includes temporary labour and wage work and the receiving of remittances (in cash or in kind). The variety of sources from which income can come, can make measuring actual income it quite challenging, and this is something that the CoP is currently developing guidance on to support. 


Proportion of households

Income Gap Assessments compare The Living Income
farmers actual incomes to the living
income benchmark

(=] o
S 6.9% S 9.5%
2 | L
wn ﬁj -
R =
© T T T T T T T T T T T T T = T T T T T T T T T T T T T
0 1000 2(_300 3000 4000 5000 6000 7000 8000 9000 10000 11000 12000 0 1000 2000 3000 4000 5000 6000 7OOO 8000 9000 10000 11000 12000
Estimated total household income (USD/household/year) Estimated total household income (USD/household/year)
Male headed, typical Living Income Benchmark Female headed Living Income Benchmark
mean median mean median
N = 593 N =148
Net HH Incomes, Male Headed Cocoa Households Net HH Incomes, Female Headed Cocoa Households

@ KIT Sustainable Economic Development, 2018
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https://docs.wixstatic.com/ugd/0c5ab3_93560a9b816d40c3a28daaa686e972a5.pdf

The Living Income
Community of Practice

Where can | find Living Income Benchmarks?

“1

LIVING WAGE
COALITION

www.globallivingwage.org www.align-tool.com

The Living Income
Community of Practice

www.living-income.com/living-income-benchmarks

www.living-income.com/reports

LICOP has compiled an easy-to-read data Thresholds of living income and Website aiming to host
reference values available in 26

sheet with living incomes and living wages information on all living

. . countries, with application in . . .
according to available references. . . incomes and living wage
multiple industries
benchmarks
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http://www.globallivingwage.org/
http://www.living-income.com/living-income-benchmarks
http://www.living-income.com/reports
http://www.align-tool.com/

Stay informed!

Living income
www.living-income.com
Mailing list: http://eepurl.com/gMKLgT
Linkedin group:

https://www.linkedin.com/groups/13784
101/

Living wage
https://www.globallivingwage.org/

Questions? Email us at:
livingincome@isealalliance.org

Supported by the Implemented by
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/ TOOLS to support
organisations in
developing their strategies

to closing the income gap.

ALIGN is a guidance tool
for agri-food companies
aiming to reduce
complexity around the
topic of living wage and
living income.

Evidensia is an evidence
platform that aims to make
it easy for sustainability
practitioners to work with
evidence on the impacts of
supply-chain sustainability
approaches.

Tobago hillside © Jerry Rabinowitz, 2002, Rainforest Allidnee
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[Presenter: BACK END CORDINATOR]


Stay Informed
I shall leave you with a link to the key sites that host our work on Living Income. I do hope you find them useful.

Also do reach out to us should you have any queries. 

http://www.living-income.com/
https://www.globallivingwage.org/
mailto:livingincome@isealalliance.org
https://align-tool.com/
http://www.evidensia.eco/

Thank You!


Presenter
Presentation Notes
[Presenter: BACK END CORDINATOR]

Thank you
Thank you everyone for making this webinar session a successful and engaging one. We look forward to your further participation in our community of practise.
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