T & T TAIMABLE iz .“ et :;VJPE:;AHONM COFFEE PUBLIC-PRIVATE
FooD LaB QIZ i, coree on | TASK FORCE

AGROFUTURO GLOBAL

: f“ Towards a Living and Prosperous Income
TN A :

-
- g

Facilitator’s Process Guide

developed by:
NewForesight
in collaboration and coordination with:

International Coffee Organization Coffee Public-Private Task Force
Agrofuturo Global

GIZ

Sustainable Food Lab

Version: September 2024 INTERNATIONAL
COFFEE
Contact: Joost Backer — joost.backer@newforesight.com ORGANIZATION
TN T A LT
;.3,{\' 4‘” _r" LAY , 7 R § Y W e *3 g; :"'}



mailto:joost.backer@newforesight.com

This Guide is meant for Facilitators to support stakeholders to build a Living and

Prosperous Income strategy at national, regional and sector level

Who this Guide is for - Context

There are various ongoing efforts to reach a Living
Income on the pathway to prosperity for coffee
farmers worldwide.

However, there currently is no clearly defined way to
implement this work at national and regional level:

= |tis not clear which stakeholders can work
together in a systemic, holistic manner at farm-,
supply-chain, sector- and infrastructure-level.

= There is no strategy to operationalize cost of
living and current income data —and work
towards interventions and collective action

=  The private sector (roasters, traders) and their

This Guide aims to provide a universally consistent,
but locally adaptable approach towards implementing
a Living and Prosperous Income Strategy at the
technical and strategic level. Facilitators can use the
Guide to:

» Convene the right stakeholders — who may have
never structurally worked together —in a shared
collaboration

» Tiedifferent sustainability and development
agendas under a single, holistic umbrella
(working at national, regional and sector level)

> Ensure collaboration is data-driven and fact-

This Guide can be used to scale the Living and
Prosperous Income work globally, including:

Indicative Living Income gap analyses

Workshop on-site with local stakeholders to
sensitize the Living and Prosperous Income work

Build initial Living and Prosperous Income
strategy, scaling opportunities to public and
private sector

Identify those issues critical to elevate to
different stakeholders at regional or sector level

based
individual sourcing strategies are not yet ‘,§ _
sufficiently aligned with origin interests and This Guide serves as a source of inspiration, a =] )
activities checklist, and a toolbox to help you take an effective Y °
role in facilitating this process. 5 ’1\ aia
yrimy
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The Guide has already been tested, applied and improved over 2024 as part of the ICO
Coffee Public Private Taskforce workstream on Living Prosperous Income

How has the Guide been implemented (1/2)

The Guide has been tested and improved through practical workshops, and links to helpful tools available developed by partner
organizations

GOAL: open-source tool for use and
AFRICA REGIONAL adaptation by coffee stakeholders
PLATFORM

HONDURAS TOGO

Instituto Hondurefio del Comité de Coordination InterAfrican Coffee Draws on existing resources from
Café (IHCAFE), Honduras des Filieres Café Cacao Organization (IACO)
(CCFCC), Togo
‘cosA
April 2024 workshop July 2024 workshop July 2024 workshop
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https://align-tool.com/

This Guide has been applied in 2024 to contribute to national strategies towards a Living
Income in Honduras with IHCAFE, and Togo with CCFCC

How has the Guide been implemented (2/2)

Workshop Honduras, organized by IHCAFE,
Agrofuturo and NewForesight — June 6-7th, 2024

& IHCAFE @IHCAFE-24m
mcare Transformamos el sector cafetalero de

Above: Group photo with IHCAFE Honduras hacia la resiliencia.
and other participants Anunciamos nuestro taller de Anlisis
Right: Online publication by IHCAFE de lngyesos para Impulsadores y Partes
on the workshop :

Interesadas. Exploramos estrategias

claves para fortalecer nuestra I

Resources:

Workshop Togo, organized by CCFCC and
NewForesight — July 16-17th, 2024

Above: Group photo including Mr
Gouthon, Secretary-General of
CCFCC

Right: Workshop session on Living
Income in Lomé, Togo

Resources:
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https://docs.google.com/document/d/1BkmAyuzvdQhQxKuS2pJKHRe4rf-19aZ3R6RC3zTUJks/edit
https://docs.google.com/document/d/1BkmAyuzvdQhQxKuS2pJKHRe4rf-19aZ3R6RC3zTUJks/edit
https://drive.google.com/file/d/1_5iVO5v4l2VEOPqPk8PTDT1kqUlZMk4D/view?usp=sharing
https://drive.google.com/file/d/1_5iVO5v4l2VEOPqPk8PTDT1kqUlZMk4D/view?usp=sharing
https://drive.google.com/file/d/1hOZiourk3Rnvq7b0vgMNdR5QUCUQlGgY/view?usp=drive_link
https://drive.google.com/file/d/1hOZiourk3Rnvq7b0vgMNdR5QUCUQlGgY/view?usp=drive_link

This Guide is the single go-to, open-access tool to guide national, regional and sectoral
efforts towards a Living and Prosperous Income — and can be used in various ways

How can you use this Guide
Train Implement

@ @ THIS GUIDE AIMS TO OFFER
|nspire Raise Other TH E COIVI PLETE
funds
= Conduct = Train = Createliving = Execute steps = Tailor the LIVI N G AN D
keynotes at facilitators, income- of the Guide, approach to
conferences—  enabling them focused in-country with  your specific P ROS P E RO U S
in person and to implement consortiums relevant challenges
virtual the Guide = Setup stakeholders
= QOrganize fundraising = Work towards a I N CO M E jo U R N EY*
inspirational proposals national,
workshops regional and/or 4

sector strategy

~0.5-1 day ~3-6 days ~3-12 months ~1-2 years TBD

- *At all times, the Guide aims to integrate and build on work, tools and
. % I &’T Foop Lae QIZimzi. O B ‘ TASK FORCE initiatives that are already ongoing in the sector. >
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f‘ 1. The Living and Prosperous Income Guide
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One can distinguish 11 steps to build the intended Strategy — this can be used as both a
Guidance and Checklist — which steps can you focus on?

Steps towards a holistic, national-regional strategy for a prosperous coffee sector

Diagnose

Imagine: Envision a prosperous
coffee sector

Define the playing field: Identify the
stakeholders, understand their
interests

Recognize the problem: Understand
challenges and their underlying
systemic barriers

Determine the Living Income
Benchmark: Access an existing study
or Calculate the cost of a decent
standard of living

Strategize

Identify the solutions: Identify the LI
gap and drivers to close the Living
Income Gap at farm-, supply-chain-,
or sector-level

Assess existing action: Explore what
actions are already taken vs what is
required —and by whom

Determine roles & responsibilities:
Identify role per stakeholder, based
on their strengths and position

Mobilize stakeholders: Shape high-
level Roadmap towards closing the LI
gap, incl actions at different levels

Set governance: Determine how to
organize stakeholders —incl
collaboration with existing initiatives

Create Monitoring & evaluation:
Create an M&E framework to
measure progress and ensure
continuous learning

Build workplan and funding strategy:
Operationalize activities in planning,
conduct fundraising for execution

Execute: Carry out the intended
activities

% I IEE giz:
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The first set of steps aims to diagnose the nature of the problem

Steps towards a holistic, national-regional strategy for a prosperous coffee sector

Diagnose

Imagine: Envision a
prosperous coffee sector

Define the playing field:
Identify the stakeholders,
understand their interests

Recognize the problem:
Understand challenges and
their underlying systemic
barriers

Determine the Living
Income Benchmark: Access
or Calculate the cost of a
decent standard of living

Central questions to address

What does ‘prosperous’ mean in our country context?
How can we combine economic, social, and environmental
objectives?

Who is buying from our region?

What are the incentives that drive them?

Which other parties have a stake in reaching the economic,
social and environmental objectives?

What are the visible problems at farm, landscape and origin
level?

What are the underlying root causes? Why do these problems
persist?

Whatisour ‘dot on the horizon’ in terms of income — what is
the required income for a decent standard of living?

Sub-steps taken

1.1dentify the vision at various levels: economic, social
and environmental

2.Explore trade-offs that may exist between these levels
(e.g. environmental versus economic goals)

3.Agree on a high-level vision

1.Conduct a stakeholder mapping exercise: identify key
actors from public and private sector, and civil society

2.Define their stake in the sector, their interests and ‘pain
points’

1.Make the visible problems explicit from an economic,
social and environmental perspective

2.ldentify the root causes behind the problems
conducting a systems mapping exercise

1.Explore if existing Living Income benchmarks can be
used for your region

2.I1f non-existent: Conduct a Living Income Benchmarking
analysis

Resources

* NewForesight (2024);

* Sustainable Food Lab
exercises

* ‘Prosperity tree’

* WUR (n.d.):‘Visioning’ tool

* UNDP (2022): ‘Stakeholder
mapping tool’, p40

* TP1(2020): ‘Tool 1:
Stakeholder mapping’, p80

‘

* UNDP (2022): ‘Create a map
ofthe system’, p35

* NewForesight (2023): LI
Benchmarking Methodology

* Anker Methodology (2017)

* ALIGN (2024): Action process
« IDH LI Roadmap (2024): Step 1
¢ LICOP (n.d.): Living income
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https://mspguide.org/2022/03/18/visioning/
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/guide_to_effective_collaborative_action_2024_en.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/guide_to_effective_collaborative_action_2024_en.pdf
https://archive.thepartneringinitiative.org/wp-content/uploads/2020/07/SDG-Partnership-Guidebook-1.0.pdf
https://archive.thepartneringinitiative.org/wp-content/uploads/2020/07/SDG-Partnership-Guidebook-1.0.pdf
https://knowledgehub.promecafe.net/wp-content/uploads/2024/08/231019_NewForesight_ICO_CPPTF_LI_BM_Method_Light.pdf
https://knowledgehub.promecafe.net/wp-content/uploads/2024/08/231019_NewForesight_ICO_CPPTF_LI_BM_Method_Light.pdf
https://www.ankerresearchinstitute.org/anker-methodology
https://www.ankerresearchinstitute.org/anker-methodology
https://www.ankerresearchinstitute.org/anker-methodology
https://align-tool.com/action-process
https://www.idhsustainabletrade.com/step-1-identify-the-living-income-benchmark-in-your-regions-of-interest/
https://www.living-income.com/
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/guide_to_effective_collaborative_action_2024_en.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/guide_to_effective_collaborative_action_2024_en.pdf

Strategize

Identify the solutions:
Identify the LI gap and
drivers to close the Gap at
farm-, supply-chain-, or
sector-level

Assess existing action:

Explore what actions are
already taken vs what is
required —and by whom

Determine roles &
responsibilities: Identify
role per stakeholder, based
on their strengths and
position

Mobilize stakeholders:

Central questions to address

How far are we away from reaching a living income — and how
does this differ per farmer?

What income ‘drivers’ hold most potential to increase
incomes?

Which stakeholder can contribute to putting the interventions
into practice?

Which interventions are already taking place and at what
level? How do the interventions fit the existing strategies?

What can stakeholders do at each level (national, farm, supply
chain, sector) to implement the interventions?
Who can coordinate this collaboration?

How do we integrate these actions in a phased manner over

The second set of steps aims to strategize on solutions

Steps towards a holistic, national-regional strategy for a prosperous coffee sector

Sub-steps taken

See deep-dive of Step 5 in this Guide

1.Link the driver impact to concrete interventions its fit
with existing programs of your strategy

2.ldentify who is already implementing interventions, and
how these players can be leveraged

3.Determine which interventions require new action

1.Make an overview linking the necessary interventions to
existing stakeholders

2.Devise a strategy to bring those players to the table (if
not already)

1.Agree on the vision, roadmap, and roles with all

Resources

* CPPTF (2023): /Indicators’

* IDH (n.d.): ‘Assess the living

income gap’

* COSA (2022): ‘Measure what

matters’

* IDH (2024): Income Driver
_Calculator’

* Coffee Public-Private Task
Force (2023): ‘Legislation
database’

* |CO ITCCoffee Sector

Sustainability Tool

* NewForesight (2024):
‘Stakeholder mapping &

Intervention matrix

* GIZ (2021), ‘Living Income

igh- . - . Toolkit for companies’
Shape high-level Roadmap the next 5-10 years? stakeholders — leveraging their incentives
towards closing the LI gap, * What are the concrete commitments needed to get there? 2.0btain commitment on this roadmap
incl actions at different
levels
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https://ico.thecosa.org/indicators/
https://www.idhsustainabletrade.com/step-2-measure-current-income-and-the-gap/
https://www.idhsustainabletrade.com/step-2-measure-current-income-and-the-gap/
https://www.icocoffee.org/wp-content/uploads/2022/11/CPPTF-Conceptual-Framework-Final.pdf
https://www.icocoffee.org/wp-content/uploads/2022/11/CPPTF-Conceptual-Framework-Final.pdf
https://incomedrivercalculator.idhtrade.org/
https://incomedrivercalculator.idhtrade.org/
https://ico.thecosa.org/legislation/
https://ico.thecosa.org/legislation/
https://icocoffee.org/global-knowledge-hub/sustainability-dashboards/
https://icocoffee.org/global-knowledge-hub/sustainability-dashboards/
https://www.living-income.com/fileadmin/living_income/Tools_and_Resources/Living_Income_Toolkit.pdf
https://www.living-income.com/fileadmin/living_income/Tools_and_Resources/Living_Income_Toolkit.pdf
https://docs.google.com/presentation/d/1E3H0icRXqTgJ5AW2s9ttDDtps6tTuS4h/edit?usp=sharing&ouid=118309087921844762053&rtpof=true&sd=true
https://docs.google.com/presentation/d/1E3H0icRXqTgJ5AW2s9ttDDtps6tTuS4h/edit?usp=sharing&ouid=118309087921844762053&rtpof=true&sd=true

The third set of steps aims to put the interventions into practice, by building the

organizational structure around the strategy

Steps towards a holistic, national-regional strategy for a prosperous coffee sector

&

Set governance:
Determine how to
organize stakeholders —
including collaboration
with existing initiatives

Create Monitoring &
evaluation: Create an M&E
framework to measure
progress and ensure
continuous learning

Build workplan and

Central questions to address

Who should lead and coordinate the collaboration?
Who holds how much decision-making power?
How do we complement existing multi-stakeholder initiatives?

What constitutes ‘progress’ in our roadmap?
How do we measure this, at output- and outcome-level?
How can we best report on this progress?

How can we turn this Roadmap into a concrete plan of action?

Sub-steps taken

1.Determine what type of governance and is needed to
implement the Roadmap

2.Agree on a core group driving the day-to-day process,
and a higher-level, strategic group

3.Set up accountability structures

1.Define learning goals on the roadmap

2.Formulate KPIs at output- and outcome level, for all
stakeholders

3.Define a meeting rhythm to continuously review
progress made

1.Formulate a workplan with clear roles & responsibilities,

Resources

* The Partnerships Initiative
(2020), ‘Structure and set-up’

* UNDP (2021), ‘Guidance for
participatory monitoring...’

* UNDP (2021), ‘Early Signals of
Change tool

* LICOP Aligned Indicators for
living income

* GIZ (2020) ‘Step 6: Formulate

funding strategy: How can we hold ourselves accountable to making progress? milestones, timelines, and recurring evaluation points living incom 2
Operationalize activities in How can we get our plan financed with internal resources, (step 10)
planning, conduct and external public and private funders? 2.1f needed, tie workplan to funding requests through
fundraising for execution public and private funders
What do we need to ensure our plan is not halted along the 1.Execute the plan and ensure recurring a meeting *+ N/a
Execute: Carry out the way? rhythm for recurring evaluations between the strategic
intended activities group and core group
2.Communicate about the agreements and progress
made
% T &T FU{:}DLAB giz B COFFEE PUBLIC-PRIVATE 11
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https://archive.thepartneringinitiative.org/wp-content/uploads/2020/07/SDG-Partnership-Guidebook-1.0.pdf
https://archive.thepartneringinitiative.org/wp-content/uploads/2020/07/SDG-Partnership-Guidebook-1.0.pdf
https://archive.thepartneringinitiative.org/wp-content/uploads/2020/07/SDG-Partnership-Guidebook-1.0.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/annex_vi_participatory_monitoring_system.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2024-05/annex_vi_participatory_monitoring_system.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2022-11/Early%20SoC%20Self%20Assessment%20tool.pdf
https://www.undp.org/sites/g/files/zskgke326/files/2022-11/Early%20SoC%20Self%20Assessment%20tool.pdf
https://www.living-income.com/fileadmin/living_income/The_Concept/Measurement/LICOP_publication_-_Aligned_Inclusive_Living_Income_Narrative_and_Indicators.pdf
https://www.living-income.com/fileadmin/living_income/The_Concept/Measurement/LICOP_publication_-_Aligned_Inclusive_Living_Income_Narrative_and_Indicators.pdf
https://www.living-income.com/fileadmin/living_income/Tools_and_Resources/Living_Income_Toolkit.pdf
https://www.living-income.com/fileadmin/living_income/Tools_and_Resources/Living_Income_Toolkit.pdf

2. Deep-dive:
. Step 4 Determine the Living Income Benchmark
. Step 5 Identify the solutions
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Explanation

Visualization

Example

©

Step 5 consists of a series of sub-steps which help identify

the Living Income gap and identify solutions

Step 5 — Deep-dive (1/2)

5.1 Identify the drivers to

increase incomes

1. There are five main income
‘drivers’: Productive farm land,
Yield, Price (farm-gate), cost of

production, and diversification.

2. Determine the minimum,
average, and feasible levels of
each of these drivers.

200 @

: Rar ik

Click here

i)

coo0D

5.2 Determine who is the
‘coffee farmer’

Determine ‘who’ you are going to
target with the strategy. What
segments or archetypes of
farmers exist in your origin?
Determine the key parameters
according to which you create an
archetype: e.g. farm size, yield
levels, or climatic conditions

Click here

Step 5

5.3 Calculate the gap

Determine the average incomes
for farmers in each archetype.
Select the right ‘benchmarks’ to
measure current incomes against
— choose the benchmarks that
are most meaningful to (external)
stakeholders, e.g. a national
reference, World Bank Poverty
Line or Living Income Benchmark

Viwrg wmime ag ol e ke ey — Dt | e bl ey ssber braeilie |l

4 LA MT

106,137
A0
; I 171,580
{emrm )
119935 I 'I —
s ruLrw [ [rosm,

Click here

Strategize

Identify the solutions: Identify the LI
gap and drivers to close the Living
Income Gap at farm-, supply-chain-,
or sector-level

5.4 Determine the effect of
changing 1 variable

Calculate the effect of changing 1
variable or income ‘driver’ on
incomes. Whilst this does not
reflect reality, it is a modelling
exercise to quantitatively show our
bias towards a single variable (e.g.
‘increase price’)

Do this analysis for each driver

LE¥ HNL/&g GRE

T

D L GRE

Click here
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Explanation

Visualization

Example

©

Step 5 consists of a series of sub-steps which help identify
the Living Income gap and identify solutions

Step 5 — Deep-dive (2/2)

5.5 Determine the effect of
changing 2 variables

1. Calculate the effect of changing 2
variables, ceteris paribus: keeping
the other variables constant

2. You can do this using a ‘sensitivity

analysis’, displaying the 2
variables on the horizontal and
vertical axis, and the product (e.g.
the income) in the table

o e . . P e s By 4 o g e v oy

(TTER

Click here

5.6 Define a ‘smart mix’ of
drivers

1. Calculate the effect of a ‘smart
mix’ of income drivers, by
incorporating all five drivers

2. You can do this using a
‘optimization analysis’: determine
the ‘constraints’ per farmer
archetype as to determine which
variables should change by what
rate to e.g. reach aliving income

iy it

P AL

[

b b

-

o pralaTen 8

et

Bl s vy (L

L b g N

Click here

Step 5

5.7 Explore the effect of
specific interventions

1. Determine which interventions at
farm-level can be effective in
reaching the required ‘smart mix’
of drivers

2. The other steps of this Guide will
help determine which
stakeholders can help realize
which interventions

Effect on each income driver Effect om incoms increase

ach RAIN relincome i,
s ind o twrt

-
s
149,00
s
[r—re
i 1
e

Treble mpecl el glmacnd £32h doves by pbomcg e
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11 o e o
e el i
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Fal
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Erelciin o o o

[t e

i Er.
g
1331
w |
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Click here

Strategize

Identify the solutions: Identify the LI
gap and drivers to close the Living
Income Gap at farm-, supply-chain-,
or sector-level
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3. Annex: Example analysis Honduras

. Step 4
. Step 5
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This analysis forms a deep-dive of Step 5: Determining the Living Income gap, and
|dentifying the drivers to improve incomes in a data-driven way

How does this analysis connect to the Living Income Guide?

@ Strategize

Identify the solutions: Identify the LI
gap and drivers to close the Living
Income Gap at farm-, supply-chain-,
or sector-level

Step 5
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A (Living) Income is a function of 5 key income ‘drivers’ — each of these drivers informs us of

the potential to reach a Living Income — and the strategies needed to do so

5.1 Identify the drivers to increase incomes

Income = Land

Total net income .
Total productive

Definition per household
coffee farm- land
per year
Example* 268,884 = 1.66
HNL/year hectares

Yield

Volume of green
coffee produced per
plot of land

156
kg/ha

*Note: these figures are indicative data only for exemplary purposes

Price

Price per unit of
(green) coffee at
farm-gate level

824
HNL/kg

Cost of
production

Cost of producing
coffee per plot of
land

47,989
HNL/ha

Diversified
income

Total net income from

non-coffee sources (on-

farm and off-farm) per
household per year

135,249
HNL/year

. % T@T FOOD LAB giz T (e)

AGROFUTURO GLOBAL

INTERNATIONAL
COFFEE
ORGANIZATION

COFFEE PUBLIC-PRIVATE

TASK FORCE



There is no single farmer’. One should always distinguish between different farmer
archetypes, in order to identify the right ways to improve incomes.

5.2 Determine who is the ‘coffee farmer’

Archetype 1
Smallholders

In Honduras, 94% of farmers are
smallholders, owning 7 hectares of
coffee land or less. These
individuals collectively produce 64%
of the national coffee production.?

Archetype 2
Mid-sized farms

Nearly 6% of the farmers are ‘mid-
sized’ farmers, holding 7-35 ha of
land and producing 29% of the
Honduran coffee.!

Archetype 3
Large farms

~300 farms in Honduras are ‘large’
farms with area above 35 ha. 7% of
the Honduran coffee volume is
produced on these farms.!

@ Area (ha)* 2.4 18.7 35
0 Yield (kg/ha/year)* 662 1080 1555
D Price (HNL/kg)* 94 94 94
Cost of production (HNL/ha/year)** 34,819 34,819 34,819
O Diversification (HNL/year)* 48,838 491,470 588,712

Net income (HNL/year) 112,943 1,721,909 4,466,443
M D Dlusie . FEI e
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https://archive.globalcoffeeplatform.org/assets/files/Resources/Honduras-Deliverable_vSent.pdf

Farmers perform differently in relation to household income —some are above the poverty
line — but 94% of farmers earn both below the poverty line and living income benchmark

5.3 Calculate the gap between (Living) income benchmarks and prevailing incomes

Living income gap of a coffee producer — for 3 archetypes under feasible conditions

In HNL/year
& 4,466,443

|

Indicative analysis

1,721,909

_—3

217,620

129,312

171,540

112,943 |

Netincome of  National International Living Income Netincome of Net income of
Archetype 1 povertyline povertyline  benchmark  Archetype 2  Archetype 3
for low-middle
income
countries

-
Observations:

Our archetype 1 farmers make up ~94% of coffee farmers in Honduras — this means
that with an average income of 112,943 HNL/year, majority of the coffee farmers
earns both below the national poverty line (129,312 HNL/year) and international
poverty line (171,540 HNL/year)

To reach a living income of 217,620 HNL/year, an Archetype 1 farmer would need
to increase its income by 104,677 HNL/year

Conversely, archetype 2 (6% of coffee farmers) and 3 farmers (only a fraction of
Honduras’ total coffee farmers) do earn well above the living income

Sources & Assumptions:
* Seefinal slide
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Changing only 1 variable won’t be enough to reach a living income for farmers —
e.g. farm-gate prices would need to increase by 96% to reach a living income

5.4 Determine by much would price need to change to reach a Living Income, changing 1 variable?

p
Required farm-gate price of green coffee (GBE) to reach a Living Income for an - all Observations:

other variables equal * At current average prices of 83 HNL/kg Green Bean Equivalent (GBE), farmers are
Shown for Honduras, in HNL/kg far from reaching a living income

Indicative analysis
*  Even at the highest price level of the past 5 years, 94 HNL/kg GBE, prices would still

180 1 163 HNL/kg GBE need to be 73% higher to reach a living income — keeping the other income drivers
equal
160 Aommmmmmmr ey
140 - *  This analysis assumes other income drivers to be the following:
120 - *  Coffee productive land: 2.4 ha
*  Yield: 662 kg/ha
100 7 r-- S RNL/kGGRE- - T . *  Cost of production: 34,819 HNL/ha
80 & »  Diversification: 41,751 HNL/year
\
60 1
40 - 83 HNL/kg GBE
20 1
0
Price (HNL/kg GBE)
X Required level to reach Living Income
I _| Highest price-level in past 5 years Sources & Assumptions:
|:| Current average level * Seefinal slide
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Addressing ‘just’ two income drivers also does not form a feasible pathway towards a living
income —in this example, a 60% yield and 45% farm-land increase would be needed

5.5 Determine the effect of changing 2 variables

Scenario analysis on the income generated by increasing yield (kg/ha) and productive coffee land (ha), everything else equal — at a farm-gate price of 83 HNL/kg

Shown for Honduras, variation on archetype 1 Yield (kg/ha) (% change in yield)
e AT -15% 0 15% 30% 45% 60% 75% 100%
562.7 662 761.3 860.6 959.9 1059.2 1158.5 1324
- -50% 1.20 56,171 66,088 76,005 85,922 95,839 105,757 115,674 132,202
(_% :g 0 2.40 70,585 90,419 110,253 130,088 149,922 169,757 189,591 222648 I
g =2 15% 2.76 74,909 97,719 120,528 143,338 166,147 188,957 211,766 249,782
HS 'E 30% 312 79,233 105,018 130,803 156,587 182,372 208,157 233,941 276,916
3“:*’ ?C; 45% 348 83,557 112,317 141,077 169,837 198,597 227,357 256,116 304,049
3G 60% 3.84 87,882 119,617 151,352 183,087 214,822 246,557 278,291 331,183
.% § 75% 4.20 92,206 126,916 161,626 196,336 231,046 265,757 300,467 358,317
é 2 ! 100% 4.80 99,413 139,082 178,750 218,419 258,088 297,757 337,425 403,540
g é Explanation: The numbers in the colored boxes show the household income (including non-coffee income). The horizontal axis shows variation in yields, while the vertical axis represents

~

Observations:

*  Only at 45% increase in productive coffee-farm land (to 3.48 ha), and 60% increase in yield (to 1,059 kg/ha) could a coffee producer
reach a living income — at current prices and without gains in cost-efficiency, or increases in income from other sources

*  Ways to increase yield are adopting good agricultural practices, rejuvenation and rehabilitation of coffee trees, or using varieties that
are more climate resistant

*  Ways to increase productive coffee farm-land are combining land to reach economies if scale, and converting existent, non-
productive land into productive land. NB: Beware of an increase in deforestation and (illegal) land conversion

variation in productive coffee farm-land. The red boxes highlight the current levels. The blue box indicates the income above the threshold of the Living Income.

Other variables used for analysis

Variable
Farm-gate price
Cost of production

Other (net) income

Value

83 HNL/kg
34,819 HNL/ha
41,757 HNL/year
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Therefore, a ‘smart mix” which includes all 5 income drivers is needed to improve incomes
and reach a living income over time.

5.6 Define a ‘smart mix’ of drivers to improve incomes under various conditions (for Archetype 1 farmers)

The scenario analysis in the table shows how the prices, yield and farm size should change in a scenario where cost of production and diversification is maintained at
current levels

Indicative analysis

Current average values Scenario 1 Scenario 2 Scenario 3
Key improvements Increasing yields and prif:es but with Inc;f;l;;'r;gd())/ L‘ZZZ;”;;;TEZ?W In:/;iiiizg ;;;n;-;z;zng e)*/ (Z/:s
a small farm size
Price (HNL/kg) 83 97 80 85
Yield (kg/ha/year) 662 950 875 920
Farm size (ha) 2.4 1.5 5 7
Cost of production (HNL/ha/year) 34,819 34,810 34,817 50,000
Diversification (HNL/year) 41,757 131,125 41,756 20,220
Net annual income (HNL/year) 90,419 217,620 217,620 217,620
Living Income gap (HNL/year) 127,201 0 0 0

Sources & Assumptions:

¢ Seefinal slide
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We can reach these income improvements by undertaking the right Example
interventions

5.7 Explore the effect of specific interventions — Example: Incentivize regenerative agricultural practices

Interventions Effect on each income driver Effect on income increase
Incentivize regenerative agricultural Enable impact at almost each driver by enhancing revenues Reach +33% net income increase,
practices through: (price, yield, diversification) and decreasing costs raising farmers out of poverty
Enabling environment: 217,620
g : 159,925 -

* Train farmers
e Subsidize organic inputs
* Provide guidelines

Effect per
income driver

Explanation

129,312 Ry

Supply-chain level: (HNf/rll(cj +5%  Higher quality product
*  Price premiums ” ;gd =~ R ——
. . ie o oil improvement noticeable after
Buy carbon credits (ke/ha/year) +15% years
Farm-level: -
. . Farm size .
*  From chemical to organic (ha) No noticeable change 119,925
inputs (e.g. fertilizer) Cost of production 10% Cost of inputs such as fertilizer
*  From monocropping to (HNL/ha/year) o reduces due to use of organic inputs
intercropping and Diversification +20% Sales of other crops and ecosystem
diversification (HNL/year) °  services
*  From burning of organic ‘waste’ National Netincome  Living
to use for mulching poverty line Archetype 1 Income
with benchmark
intervention
)| D Bl gz Rl
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Sources for indicative data used in ‘Example analysis Honduras’

Assumptions & Sources

Price (HNL/kg) 94 94 94 Assumed to be equal to Fairtrade’s Living Income Reference price for Honduras in February 20231

Feasible yield of archetype 1 is assumed to be equal to average yield in Honduras? Based on GCP
Quick Scan of 2019, average yield in Honduras is 1080 kg/ha, which is assumed to be the case for

U (L e, 662 1080 1555 archetype 2 farmers.3 For archetype 3, 44% vyield increase on the average yield of 1080 kg/ha is
assumed.?
Average farm size for archetype 1 is assumed to be equal to the average farm size in Honduras 2
Farm size (ha) 24 18.7 35 Midsize farmers have landholdings ranging from 7 to 35 ha.3 Hence, it is assumed that these farmers
arm size {ha ’ ’ have average landholding of 18.7 ha. Based on GCP Quick scan, large farmers have farms of 35 ha or
above.?
. e s . 0 0 0 . .
Diversification 48,838 491,470 588 712 |t.IS as.s.umed that archetype 1, 2 and 3 earn 24%, 20% and 10% of their annual income from
(HNL/year) diversified sources

T & T MM AELE iz st " INTERNATIONAL | COFFEE PUBLIC-PRIVATE 2 Data provided by Enveritas
FOOD LAB g e o @ Greanizznon | TASK FORCE 3 Honduras quick scan on improving the e ic viabili ee fa
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https://files.fairtrade.net/Fairtrade-Living-Income-Reference-Price-Honduras-coffee-explanatory-note.pdf
https://www.ico.org/documents/cy2014-15/icc-114-5e-overview-coffee-sector-africa.pdf
https://archive.globalcoffeeplatform.org/assets/files/Resources/Honduras-Deliverable_vSent.pdf

Indicative! ]

1. INCOME DRIVER

Current: What are the current
estimates for small farmers?

o

Step 5

il

Strategize

Identify the solutions: Identify the LI gap
and drivers to close the Living Income Gap
at farm-, supply-chain-, or sector-level

4

Farm size
(Ha)

Yield
(kg/ha)

Price
(LCU*/kg green)

Cost of production
(LCU/ha)

Diversification
(LCU/year)

Desired: What is desired, but
achievable for each driver?

Interventions: What are the
ways to improve this income
driver?

Hypotheses, considerations
and questions

*LCU = Local Currency Unit

|

CLICK HERE

For full versions in English, French and Spanish



https://drive.google.com/drive/folders/1oDy-7jDHlE0x_BotIkkK0mPQyNEw5a-w?usp=sharing

] @ Strategize

Indicative!
Identify the solutions: Identify the LI gap
Step 5 and drivers to close the Living Income Gap
at farm-, supply-chain-, or sector-level
Income driver: Which Intervention: What intervention can help Enabling action: What action can help put the intervention [Stakeholders and intervention: Which stakeholders
income driver is affected by |improve this income driver? into practice? should do what — does this intervention help them
the intervention? (Select 2 achieve their goals, and in what way?
maximum)
Size
(Ha)
Yield
(kg/ha)
Price
(LCU*/kg green)
Cost of production
(LCU/ha)
Diversification
(LCU/year)
Your strategy:
How does it

contribute to
your existing
strategy?

f CLICK HERE
tFor full versions in English, French and Spanish

*LCU = Local Currency Unit


https://drive.google.com/drive/folders/1oDy-7jDHlE0x_BotIkkK0mPQyNEw5a-w?usp=sharing

[ Indicative ! ]

@ Strategize

Determine roles & responsibilities:

Step6  Identify role pe

2. KEY STAKEHOLDER Stakeholder type

Activities: What is the
stakeholder currently
doing and how does your
organization engage with
this stakeholder?

Examples of organizations (names)

their strengths

r stakeholder, based on
and position

Interests: What does the
interested actor want —
and what does he not
want ?

Wants

Does not want

Impact: Whatis the
positive and negative
impact of the stakeholder
on the farmer—and
which income driver does
this primarily affect?

Farm size
(Ha)

Yield
(kg/ha)

Price
(LCU*/kg green)

Cost of production
(LCU/ha)

Diversification
(LCU/year)

Comments

(

*LCU = Local Currency Unit

CLICK HERE

For full versions in English, French and Spanish



https://drive.google.com/drive/folders/1oDy-7jDHlE0x_BotIkkK0mPQyNEw5a-w?usp=sharing

R R

l I ' Government l l ' Government

ss—=m (Producing country) sm=—mn (Consuming country)

Roaster Importer

e Processor / e o

Cooperative
0 Exporter E(-)H P

{ CLICK HERE
LFor full versions in English, French and Spanish



https://drive.google.com/drive/folders/1oDy-7jDHlE0x_BotIkkK0mPQyNEw5a-w?usp=sharing

Knowledge

NGO L
' institutions

P N
. Regional 1)
]I[[ T 33 Investors
organizations i
@ Input supplier p Retail /
— Consumer

( CLICK HERE
LFor full versions in English, French and Spanish



https://drive.google.com/drive/folders/1oDy-7jDHlE0x_BotIkkK0mPQyNEw5a-w?usp=sharing

This exercise aims to enable a systemic view on ‘prosperity’: . = = """"" -

Mpemspem

encompassing economic, socio-cultural, health and environmental factorsg == § =~ ¥~

.......

Step 1: Imagine: Envision a prosperous coffee sector
=N 3 o=
\

Socioeconomic /

Prosperous

Livelihood

d

/

Environmental

(coffee) sector

/m\ .
Recreation
Labor
Sanitation &
hygiene

E Q) (@ lesonin gize. [y | rscronce 31
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Creating a ‘Prosperity Tree’ helps to visualize common goals, challenges
and solutions

Step 1: Imagine: Envision a prosperous coffee sector

Preparation: Draw a simple outline of a tree or coffee bush to explain the exercise

1. Ask Group: what are the root problems faced by coffee farmers in your country? Write down
challenges on sticky notes and place them at the base of the tree
— Step back, reflect

2. Ask Group: now what are some of the critical interventions that are or could address these root
problems? Write these down on a different colored sticky notes and place them along the trunk
& branches of the tree

— Step back, reflect

3. Ask Group: consider what we have written, what are the desired outcomes — the fruits — we
want to harvest from these strategies? Write these on sticky notes of a 3" color and place them
on the top of the tree

4. Ask Participants: Post their trees on the wall, all reflect on them and then vote for strategies
they see as priorities

Materials — flip chart paper, 3 colors of sticky notes, small red dots, markers

Desired
Outcomes

Strategies

Root Problem

T & T AN iz Dautsae Gusellsohalt '[[.”J::;-‘\“DNN COFFEE PUBLIC-PRIVATE
FOOD LAB g Tucammenart (012) sk o anon | TASK FORCE
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The farmer takes part in different supply chain

Step 2: Define the playing field = Who is the ‘farmer’?

Archetype 1
Conventional

¥

Coffee sold in ground blend
Description ith minimal importance of
brand name to end consumer.
Traded in long value chain, via
middlemen, without any
direct relation with producers
and no transparency.

Market -@
segment Pure Specialty
commodity
%)
L .
E So| utrf:lng .
< relations
% Short- Long-
S term term
S
S Value chain -
S Short VC Long VC
Recognition of
quality and —@
sustainability Separate Integrated

Mainstream — often certified
coffee — where product qualities
and transparency are (partly)
being valued. Roasters work with
few dedicated traders, often in
longer term relationships.

Pure Specialty
commodity

Short- Long-
term term
Short VC Long VC
Separate Integrated

relations

Archetype 3
High value consumer
experience
<
-

Aiming at single-serve market
segment, importance is paid to
brand name and inherent
sustainability strategy.
Traceability and long-term
relations play important role.

@
Pure Specialty
commodity

@
Short- Long-
term term

@
Short VC Long VC
*—

Separate Integrated

Specialty coffee catering high-
value consumer market, mostly
sold in cafes. Roasters
performing direct trade or with
minimal actors, offering future
contracts and often supporting
on-farm improvements.

Pure Specialty
commodity

Short- Long-
term term
Short VC Long VC
Separate Integrated

. % T&TFDO& ae QiZE
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Source: Pedersen, Backer et al. (2020). Task Force for Coffee Living Income: A Fact-Based Exploration of the Living Income Gap
to Develop Effective Sourcing and Pricing Strategies that Close the Gap. Study by IDH, the Sustainable Trade Initiative.
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A Living Income Benchmark is constituted of 4 cost items E-_' - —

Step 4: Determine the Living Income Benchmark

Step 1: Step 2: Step 3:
Define the boundaries of the study Estimate the cost of decent life Final considerations to estimate gross living wage

IOt
Cost of food
Cost of housing Income tax
Rural
Define geographical scope Cost of basic but Gross living
decent life for a wage
baid typical household e HrE
Non-food, non- Net living
housing costs wage
per FTE
Number of
A employed persons
. Margin for in the household
Establish unexpected events

Reference Size Household

Source: NewForesight — Living Income Benchmarking Methodology
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https://knowledgehub.promecafe.net/wp-content/uploads/2024/08/231019_NewForesight_ICO_CPPTF_LI_BM_Method_Light.pdf

Living Income

gap

Living Income
benchmark

Main crop
income

Actual income

Step 5

Revenues

Level 1 Total production

Aggregate price

Farm gate (OVE1114Y Certification
price premium premium

Expenses

Cost of
production

VEIEL(S
cost

Coffee farm

Level 2 size
Level 3

Ave. tree Rate of
Level 4 i' . Tree density rejuvenatio

& n
distribution:

Avg.

Level 5 ve. tree

age per
plot/cluster

Developed by: NewForesight (2021)

See also:

e LICOP, COSA, KIT Guidance on calculating household income (2020)
* IDH Income Measurement Tool (n.d.)

Share of
produce
sold as
certified

Other costs
Total labor Total input (could be
cost cost* detailed

Total labor Days of Daily pay of
days hired labor hired labor

Labor use Hired labor Household

per activity per activity food
production

Other income
(most often
unknown)

Farm
diversification

Farm diversification

[ |
Coffee income as share of
total farm income

Composition
Level of on- P
of other
farm
. farm (net)
processing .
income

RS |
Price Monthly
volatility distribution

of activities


https://www.living-income.com/fileadmin/living_income/The_Concept/Measurement/Final_v1_Guidance_on_Calculating_Household_Income_.pdf
https://www.idhsustainabletrade.com/news/idh-supports-companies-in-taking-action-towards-closing-the-living-income-gap/

Cost of
. + Diversification
Income Production

On-farm and
off-farm
income

Farm-gate Coffee per Productive Cost per kg
price hectare coffee land or ha

- SUSTAINABLE T cho Gesalznalt INTERNATIONAL | COFFEE PUBLIC-PRIVATE
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