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DIASCA

The DIASCA Farmer Income Working Group has been divided into two phases. In
Phase 1 (2023-24) the focus was on aligning approaches to measure Actual Net
Household Income and Cost of Production. In Phase 2 (2025), this work
expanded to include the topic of Living Income, building on the existing
framework and introducing new concepts for benchmarking and calculating the
Living Income Gap.

The Second Edition of this document reflects the updates of Phase 2 of the
working group. Key updates and additions in this edition include:

1. Edited Section 4: Context and Farmer Characteristics Data

e Added new field for Living Income benchmark context information
e Added new field for household size calculations for benchmark
adjustments

2. Edited Section 6: Actual Income and Cost of Production Indicators &
Metrics

e Indicator 2: Expanded guidance on production vs. sold quantities,
including held amounts and post-harvest losses

e Indicator 7: Added detail on valuing self-consumed crops/products

e Indicator 9: New metric detail on Net Household Income

3. New Section 7: Living Income Overview- explains the Living Income concept,
its relation to other poverty benchmarks, and provides and updated farm
economic model

4. New Section 8: Living Income Indicators & Metrics

e New in-depth Living Income Benchmark guidance (selection and use)
e Living Income Gap Calculation instructions
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The purpose of the DIASCA Farmer Income Working Group is to convene the public and
private sector to create common guidance regarding metrics and protocols to measure
farm and household income. The goal is to understand producer income in context and
within various geographies and supply chains, with an emphasis on smallholder
production systems.

Understanding producer/household incomes, especially in the context of living income
benchmarks is aligned with crucial international frameworks and goals including UN
Guiding Principles on Business & Human Rights, OECD and ILO guidelines, the SDGs, and
emerging European regulatory requirements like CSRD and CS3D. The following guidance
document pulls heavily from collaborations between COSA and SFL, ISEAL, GCP, ICO, KIT
and LICOP, among others (see ‘Appendix 1: List of Resources’) and the learnings from the
many private sector partnerships of which COSA has been part. The overarching goals of
this collaboration are:

1. Define indicators, tools and methods for data collection on farmer income and related
topics

2. Convene an expert panel to review and validate indicators, tools, and methods
3. Presentation of the finalized tools to be adopted by relevant stakeholders

The focus on standardized and common income measurement in agricultural systems
helps the community better understand producer economic security, poverty and its
drivers. This is inherently related to supply chain security, product quality, productivity,
reputational risks and the evolving regulatory/ due diligence environment. Examining
these issues using standardized metrics, indicators and methods helps generate data for
learning and action at scale.

The first component of this working group was focused on Indicators and Metrics at the
household level. This is not a new set of metrics, but a consolidated set of guidelines for
gathering data on commonly accepted farm actual income and cost of production metrics.
Our purpose is to:

1. Align as closely as possible around metric guidance, which includes both definitions
and instructions on data collection and reporting.

2. Enable shared learning about producer incomes, cost of production, and other key
economic themes across companies, projects and investments by having standardized
reporting guidelines.

3. To exchange best practices and shared resources for data collection and reporting and
facilitate learning with public and private partners.
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This document breaks down the key metrics related to measuring household income, with
an emphasis on the contribution of focus crop/ product profitability as well as
productivity. Examining net income of the focus crop/ product sheds light on the overall
economic viability of the farm, including whether revenue offsets costs. We include
production metrics to understand farm efficiencies related to costs and inputs and to help
examine the effects of investments on farm output. The following metrics are detailed:

Key Farmer Income & Cost of Production Metrics
Land area allocated to focus crop/ livestock farming
Focus crop/ product yield

Focus crop/ product price

Focus crop/ product revenue

Focus crop/ product costs of production

Net Income from the focus crop/ product

Net Income from other on-farm activities

Net Income from off-farm activities

Net Household Income

Note: These indicators and guidelines assume that we are looking at systems with a focus
crop or product — a crop or product that is usually grown or produced for formal (export
or urban) markets. This emphasis on a single crop/ product—the crop/ product that
usually holds the most economic significance—is critical to the approach on metrics like
yield and prices.

These guidelines are generalized to be used with any focus crop or product (coffee, cocoa,
sugar, wheat, cotton, dairy, meat products, eggs, etc.). Any secondary crops or livestock
products the farmer produces are considered in a separate metric: ‘Net income from
other on-farm activities.’

If the farming systems being examined do not produce a focus crop/ product for formal
markets (i.e., primarily produce crops for informal local markets and/or consumption),
additional guidance will be needed. COSA has developed additional indicators and a data
collection approach for these situations in particular that are not currently included in this
scope of work.

Creating a Farm Economic Model for Net Income

A common framework and approach for farm economic metrics is essential to facilitate
consistent and standardized reporting. The below Farm Economic Model (Figure 1)
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represents the individual household economic metrics outlined in the Metrics section of
this document and how they are used together to calculate household net income.

Figure 1. Farm Economic Model
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This model includes some simplifications for ease of use that are further explained in the
detailed indicator descriptions below. For example, the model assumes that the focus crop
or product amount produced on a farm is the same as the amount sold to simplify the
yield and revenue calculations. The guidance in the below sections on both Yield and
Revenue provides more nuanced instructions in situations where this is not always the
case.

Regardless, measuring farm income can be useful for tracking changes in the net incomes
of farmers over time or to monitor changes in income as related to program activities. To
evaluate whether farming households are earning enough for a decent standard of living
(i.e., a living income), one could use this model and compare the net household income to
a living income benchmark. Other poverty benchmarks like the World Bank or national
poverty lines can also be used. Where a poverty benchmark refers to the amount of
income per person in a household, the following definition of a household size is used: the
number of people, regardless of relationship, who normally (for at least 6 consecutive or
non-consecutive months of the year) live in a particular residence, occupying it wholly or
partially, and who together fulfill their nutritional needs and share expenses from a
common pot.



DIASCA

Placing Household Income Metrics in Context

Economic factors of sustainability are crucial to understanding farmer livelihoods and
poverty levels in smallholder agricultural systems. While this document focuses exclusively
on metrics to build a farm economic model, it is important to note that sustainability, by
definition, necessitates balancing social, environmental and economic factors.

We recognize that there is a tendency to oversimplify sustainability by prioritizing
economic factors, like increased yields or incomes. While these aspects are critical, if a
multi-dimensional view is not considered, there is a risk of missing factors vital to
sustainability and the success of projects, investments, and reputation. For example, if
yields are increased by clear-cutting a forest, which results in soil erosion and silted
waterways, this is not a sustainable outcome. Improving incomes may benefit the farming
household as a whole, but income and expenditures may not be equitably controlled or
distributed among household members, especially women. This can be problematic for
projects or investments whose focus is limited to one or two desired outcomes. Economic
metrics should therefore be both understood and interpreted in a broader social and
environmental context. Users can reference the

or the and resources
for approaches to measure the multi-dimensionality of sustainability. Other sets of crop/
product or sustainability issue focus indicators also exist by industry or theme.

The second stage of this work aligned methodological pathways and principles to ensure
that the data collection approach is consistent for global comparability and learning at
scale. These methodological considerations are essential for building the structural
component of this work that details data structure requirements and data formats.

There are many ways that data can be collected to inform the actual income and cost of
production indicators. While there are tradeoffs in terms of data accuracy, cost and rigor
of different approaches, the selected methodology should be documented to facilitate
accurate comparisons and analysis.

The methodological guidelines are as follows:

1. Data Sources

What follows in this section is general guidance to help organizations collect good quality
data for individual contexts. There are several options for data collection, with varying
levels of accuracy and rigor.
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On one end of the spectrum, highly rigorous scientific data is typically achieved through
Impact Assessment approaches where outside (i.e., third party) researchers or trained
enumerators collect detailed data directly from farms/farm households using advanced
sampling methods (control groups, stratification, etc.). While highly accurate and credible,
these methods can be costly and time consuming to deploy.

Performance Monitoring approaches, on the other hand, typically substitute less rigorous
methods (using field staff or other associated surveyors, rougher field sampling methods,
etc.) to collect data as a management tool to inform operations with a lower cost and
effort. While Performance Monitoring approaches sacrifice part of the accuracy and
credibility of Impact Assessment methodologies, it is designed more as a knowledge
management system that provides good enough information for day-to-day decision
making and to manage costs across multiple projects or supply chains.

As data collection tools and technologies advance, self-reported and voluntary data—
which have their own opportunities and limitations—are becoming a more viable option
for capturing good quality data from producers, under certain conditions. This is especially
true as improvements in data collection have evolved to capture ongoing and regular data
about farm operations in real time and at low cost, providing the opportunity for highly
detailed and more accurate information throughout the production year. Of course, the
quality of self-reported and voluntary data should be considered; good quality data
collection will deploy verification and validation protocols (e.g., third party data checks,
surveys that cross-check responses, and methods to pick up potential respondent bias).
Agile data approaches and technologies are still a growing field of study. Topics like social
desirability bias and how different modes of data collection affect results are an emerging
area of inquiry that should be considered if deploying self-reporting or voluntary
protocols.

This work is not prescriptive about which data collection options or methods may or may
not be deployed. Rather, this document will lay out the best practice considerations for
different methodological decisions, which organizations can use to select and document
their choices consistently. Further guidance on data source options for individual indicators
is documented in Section 6. Actual Income and Cost of Production Indicators/Metrics in
the table under “Data Source.” In general, data source options range from farmer
estimates and recall, to documented records, and GPS mapping among other options.
Organizations reporting data will be responsible for documenting data sources used for
each indicator as well as general information about the dataset (country, sampling
strategy deployed, cropping system, etc.). This can be seen in Section 4. Context and
Farmer Characteristic Data.

Note on Primary & Secondary Data- Primary data sources include self-reported data,
supply chain reports, compliance assessments, and program reporting from local
technicians. Secondary data (e.g., from public sources, international databases, national
surveys, certifications), can be a reasonable substitute in some cases or to add additional
understanding and contextualization of the collected data to enrich analysis, but should

10
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align with the same metrics and come from a credible source to be fairly included. A
credible source would refer to those sources that utilize and document best practices in
outcome or impact reporting (e.g., representative sampling, third party surveyors, etc.)
and should also refer to the year the data covers to be considered.?

2. Sampling & Field Data Collection Guidance

Sampling - Where field data collection is being deployed, sampling of producers is a way
to ensure collected data is representative of a population without surveying all producers
in a supply chain, project, or region. A good sampling design is representative of the
target population or producers, supply chains, and communities that undergo an
intervention or take part in a program. We can differentiate between Monitoring and
Impact Evaluation designs. The former seeks to be able to provide an estimate of specific
characteristics and outcomes for the population under study (e.g., yields, use of inputs,
production costs). The latter seeks to identify the effect of a particular intervention with
higher levels of confidence and to better discern causal differences such as attribution or
contribution. Hybrid approaches that mix both Monitoring and Impact Evaluation content
and methods can also be considered.

This guidance note does not cover the establishment of survey research design—for
example, what sample size to use for a farmer survey or how to select which households
to interview. The appropriate sampling methodology will depend on the use case and the
research questions that the user is trying to answer (e.g., point in time measurements,
tracking change over time, comparing different groups of farmers, evaluating the impact
of interventions, desired level of accuracy, rigor, etc.). Basic guidance exists on questions
to consider in establishing a good sample design that is fit for purpose.**®

Note: For deeper guidance on understanding and assessing gender and income dynamics
in agricultural systems, the aforementioned Wageningen Cocoa Household Income Study
Approach document and other LICOP materials (for example, this ) are
available resources. In Phase 3 of this work (forthcoming) this working group will develop
further measurement guidance on gender and other social aspects of income and
livelihoods.

Note on use of Audit Data: Some cost or revenue indicator data may be covered in audits
or through other compliance inquiries. If an entity wishes to use that data to report on the
indicator framework, please be aware of the following:

3 LICOP has further instructions for best practice in how to use secondary data sources in income calculations: “Estimating
farmer household income: How to use secondary data to estimate farmer household income illustrated by two specific use
case scenarios” (2020).

4

5

6 Note that the DIASCA Edition 1 version of this publication: “Farmer Income & Cost of Production Indicator and Methods
Guidance” provides a separate appendix devoted to Performance Monitoring style sampling methodologies.

11
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a. Compliance and audit data are usually collected on a much smaller sample of farmers
than typical monitoring approaches (audit sampling typically relies on square root
sampling instead of a large enough population to ensure statistically sound results).
This means that audit data may not be representative of the whole population.

b. Compliance data often gives the user a binary result on a single topic, i.e., whether a
certain condition was met or not. It does not usually convey the degree to which a
certain condition was met, nor can it be used to see incremental change over time
(although we note shifts towards performance-type indicators and “degrees of
compliance” becoming more standard in some instances). Therefore, to achieve more
control over the supply chain and improve the ability to remedy significant issues, it is
strongly recommended to use the SMART indicator approaches like those detailed for
each indicator below (in fact, the approaches below could be built into an
organization’s compliance assessment tools).

Data Quality - Ensuring the quality of the data is a critical function and can be done with
an appropriately and relatively simple mix of validation and verification tools that are not
difficult to engage. Where surveys are deployed, those that rely on multiple choice and
scaled questions enhance data quality (as compared to open-ended questions). When
survey software is used (instead of paper surveys), this has the advantage of enabling skip
logic and built-in validations which reduce input errors and increase the accuracy of
results while substantially reducing the time required for data cleaning and analysis. For
example:

1. Threshold validations are applied to the project to identify if a given response falls
outside of the reasonable range (e.g., checking that farmer reported yields fall
between the lower and upper quantities per area and quantities per plant fall into the
plausible range for project area)

2. Logical validations that check for internal consistency of answers (e.qg., the total farm
area is asked of the producer and then the amount under each different set of land
uses; the sum of the different land uses should equal the total farm area).

Surveyor training is also a vital component of the data quality process—when surveyors
are trained on the question content and approaches, data quality improves dramatically.
Test surveys with actual producers and debriefing with survey design teams afterward
also improve results considerably.

Data Cleaning -- Thoughtful and well-adapted surveys, using real-time validations, and
the training and monitoring of surveyors all contribute to accurate data. But there will
always be a need to clean the data before performing the analysis. While too extensive to
detail in this basic document, the core guidelines are:

1. Ensure that all the questions asked in the survey appear in the dataset.

12
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2. Check that missing values result from skipped responses and should not be a value of
zero, and vice versa.

3. Perform simple outlier analyses, especially on key variables such as farm area,
production, trees or plants, labor days, etc., as outliers can significantly affect results.

4. Ensure data makes sense (e.g., total focus crop area is not bigger than total farm area)
5. Document all cleaning choices and tag data appropriately.

It is important to remain in close contact with field managers, surveyors, and others
involved in the data collection process who have valuable contextual knowledge of why
questions were answered a certain way. Even within the same country, regional or cultural
differences may cause producers to understand or report questions differently.

3. Context & Conversions

Contextual information is important for understanding the data considering factors such
as gender, different cropping systems, young adult producers, smallholder status, etc.
Reporting these factors in addition to the actual income and cost of production data
points will allow the disaggregation of the results on those bases to provide deeper
insights.

Conversions -- While collecting data in local units and measures provides the best results,
it is important to have documented all conversion factors (including local forms of the
product sold, land area units, weights and measures of sales quantity/volumes, currency’,
etc.) so that results can be converted to standard international units (special attention
should be given even within countries where standard units may differ by region). Each
indicator below is detailed in its standard international unit.

7 Exchange rate resource for currency conversions to USD:

13
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The following fields help place the income and cost data in context and for
disaggregation. Context data identifies project and supply chain characteristics in
aggregate. Household/Farmer Characteristic data provides information for

disaggregation purposes.

Context Data

Information that describes the project and supply chain characteristics.

Organization/ Supply
Chain Providing Data
Country

Study population
description
Cropping system

Number of producers (or
households) in project or
supply chain (#)

Sample Size (#)

Production Year

Living Income Benchmark

Information

8 The

Name of the project, supply chain, or partner providing data

Country of producers in project or supply chain

(i.e., part of program, general sourcing area, etc.)

List the focus crop

Total number of producers and/or producer households in the
population being examined

Total number of producers sampled, if applicable. Sampling
method (e.qg., cluster sampling, stratified sampling, etc.)

The dates of the last production year (in month/year format).
Refers to the end of the last harvest to the end of the
corresponding harvest before that. This should be the same as the
period being studied.

If a living income benchmark is used to calculate the gap, the
following should be recorded: benchmark source, year and the
benchmark value (USD/hh/year) adjusted for inflation and
household size, if necessary. More information on these details
can be found in Section 8: Living Income Indicators & Metrics.?

provides expanded guidance on reporting study parameters and important

methodological decisions for better understanding results and comparison across studies.

14
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Household/Farmer Characteristics

Information about each main decision-maker or head of household for disaggregation
purposes. We suggest Gender and Year of Birth as a minimum to understand women and
young adult participation in production systems. However, where available, other
socioeconomic data can be useful.

Gender
Year of birth

Minority group
representation

Smallholder status

State/Department

Household Size

Whether the main decision-maker is male, female, or other
Year of birth determines age, which can be used to assess next
generation participation and young adult engagement in
production systems

If there are minority groups that are important in the supply chain
or project, they can be identified here (e.g., migrants, indigenous
communities, etc.)

Whether the production system operates on less than 5 has of
farm area

Geographic unit below the country level for understanding
regional differences in results within countries. Note that to
protect producer identities, we will not detail collecting data at
geographic units smaller than state or department levels, or GPS
coordinates, although this level of geographic detail is
recommended for individual supply chains and projects and for
some emerging regulatory requirements, especially as related to
deforestation.

Provides data to understand how many people the net income of
a household covers. This provides data on income sufficiency,
dependency ratios and can be used to adjust the Living Income
benchmark. Household size refers to the number of people,
regardless of relationship, who normally (for at least 6 consecutive
or non-consecutive months of the year) live in a particular
residence, occupying it wholly or partially, and who together fulfill
their nutritional needs and share expenses from a common pot.
Disaggregation by both number of adults and children within a
household may be used for deeper analysis.

15
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The individual farm-level metrics used to calculate farm productivity, actual income, cost
of production, and living income will be displayed in a table with the following fields

detailed:

General Indicator/ Metric Structure

Indicator Name
Description
Metric

Unit

General Guidance

Benchmarking

Performance Standard

Limitations

Calculation

Data Source

Survey Questions

Validations

Name of the indicator

Explanation of the indicator in context
Indicator measurement

Standard unit for measurement

Guidance on how to measure the metric. The guidance
highlights differences between approaches in performance
monitoring and more in-depth studies, as well as tips on
where common measurement errors occur.

Alignment with other standards, norms or commonly
accepted resources on this topic.

Where feasible, instruction on how to interpret positive or
negative performance on an indicator. Is often related to
regional or crop/ product specific contexts.

Shortcomings of the indicator as defined and
considerations for improving reporting.

How the metric is calculated using the specified data points
collected.

Source of data used to inform the indicator (e.g., farmer
recall, activity or procurement records, etc.).

The simple set of questions (Monitoring approach) that can
be used with producers to collect the necessary data points
on an indicator.

Instructions and guidance for ensuring data quality.

16



DIASCA

Indicator 1: Land area allocated to Focus Crop/ Product

Description Total Farm size refers to total property size, including land
used to grow crops, pasture, wooded areas, land covered by
buildings, and any other area included in the property.

Total farm size for focus crop/ livestock farming is the sub-
section of the total farm size that is dedicated to the focus
crop/ livestock farming.

Note: Although land area is not used to define livestock
farming productivity, the number of animals per area is
important to assess carrying capacity and animal welfare.

Metric Total farm size: Total area of the farm (ha) (also broken down
by each type of crop or livestock use)

Total focus crop/livestock farming area: Total area under
focus crop/ livestock farming (ha) (if relevant) can be broken
down by individual plots and/or area that is productive,
renovated, rehabilitated, or left to rest/ rotational grazing.

Unit Best practice is to collect response in locally relevant units, and
then perform conversion to a standard international unit (ha)

General Guidance The farm area is the total land area that ANY household
member either (i) owns (with or without ownership title), (ii)
has rights to use (possession, assigned communal land, land
reform titles, etc.), (iii) has any land-use arrangement with
third parties (loans, rentals), (iv) uses as a sharecropper.’

It is ok to rely on farmer recall although more rigorous
estimates will include GPS or polygonal mapping data (this is
especially important for compliance with emerging EUDR
legislation). Consider that farms may contain multiple plots
(plots are farm land areas that are not connected, or farm
areas that are managed differently, or both). Make sure to add
all relevant plots managed by members of a household

9 In systems where sharecropping is significant, see the World Cocoa Foundation
for detailed insights on how to consider these systems.

17
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Benchmarking

Performance
Standard

Limitations

together (that is, the farm area should coincide with the land
used to account for the farm cost and revenue data being
reported).

Note that in tree cropping systems, a reasonable proxy for
land area measurements is to estimate land area based on
numbers of trees grown and known planting densities. At the
very least, it can be good to triangulate farm land area
reported with number of trees and tree density rates to
ensure consistency of results. Therefore, number of trees and
planting density figures can be used to estimate land area if
local ranges are known and reliable, and this data can be used
to estimate or corroborate reported land area.

Intercropped systems (those where other plants are cropped
in between or around the focus crop) should not affect the
land area reported for the focus crop. In some cropping
systems, focus crop land area may include areas that have
been rehabilitated or renovated, which may be significant.
While the total area under the focus crop production includes
both rehabilitated and renovated areas, survey questions are
detailed below for systems where this may be significant and
may affect production figures.

SDG 1: End Poverty, target 1.4

GCP common indicators

COSA-ICO Cost of production indicators

LICOP Aligned Inclusive Living Income Narrative and
Indicators

Will depend on cropping/production system and regional
context

Farmers may not always know the precise area dedicated for
focus crop/ livestock farming. This may affect the accuracy of
calculations for other indicators such as yield, economic
efficiencies, etc.

Getting accurate plot size measurements can be challenging
in smallholder production systems especially for several
reasons (irregular plot sizes, different tenure and ownership
arrangements, multiple traditional parcels, and steep slopes
and/or heavy tree cover that makes it difficult to take physical
measurements). There are several techniques to get accurate
results from farmer recall, triangulating data with other
sources (for example, plant or animal density rates) and GPS
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Calculation

Data Source

Sample Survey
Questions

Validations

measurements in some cases when practical and affordable.
(Note that pending EUDR regulations in some crops—soy,
beef, palm oil, wood, cocoa, coffee and rubber—require
geographic coordinates, mapping of the plots of land where
commodities are produced). Calculating land areas dedicated
to agricultural and livestock farming in a simple and cost-
efficient way remains an active topic of discussion in the
sustainability measurement community.

Total focus crop/livestock farming area= sum of all farm areas
(plots) dedicated to focus crop/product production

Document which of the following data sources were used:
Estimated/ farmer recall

Farm records

# of trees or plant density calculations

GPS or polygon mapping

1. What is the total area of your farm, including all crops
grown, and land used for pasture if any? (unit)

2. What is the total area you use for focus crop/ or livestock
farming? (This includes all focus crop/ livestock plots and
any land where the focus crop is interplanted/intercropped
with other crops or where the focus animal shares space
with other animals or products.) (unit)

3. Ifyou don't know exactly the area, about what percent of
the total farm do you use for focus crop/ livestock
farming? %

4. How many [units] or what % of the focus crop area has
been productive in the past year of production? (If needed)

5. How many [units] or what % of the focus crop area has
been renovated in the past year of production? (If needed)

6. How many [units] or what % of the focus crop area has
been rehabilitated in the past year of production? (If
needed)

7. Inthe past year of production, how many units of the
livestock farming area were designated for rotational
grazing or rest periods? (If needed)

Data validation should ensure that:

e Allareas are reported in number (decimal) formats

e The total area planted in the focus crop/ livestock farming
should be less than the total farm size.

e Area or % of focus crop area that has been productive
should be less than or equal to the total focus crop area, or
0
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e Area or % of focus crop area that has been renovated
should be less than or equal to the total focus crop area, or
0

e Area or % of focus crop area that has been rehabilitated
should be less than or equal to the total focus crop area, or
0

e Area or % of livestock area left for rotational grazing or rest
periods should be less than or equal to the total livestock
farming area

Indicator 2: Focus Crop/Product Yield

Description

Metric

Unit

General Guidance

Cropping systems: Total volume target crop harvested per unit
of land allocated to target crop.

Livestock systems: Quantity of meat/milk/eggs produced in
standard units/ number of animals or other appropriate
metrics considering the production system.

Cropping systems:

kgs of focus crop in most common form produced/ ha of focus
crop productive area (or other standard unit relative to
individual crops or products). In some crops, productivity
measurements may also be calculated or supplemented by
looking at production amounts per tree, plant, etc.

Livestock systems:

Quantity of product (e.g., meat/milk/eggs) produced /number
of animals (other metrics may be appropriate in some cases,
e.g., unit of weight gain per unit of feed consumed, etc.)

Best practice is to collect response in locally relevant units, and
then perform conversion to a standard international unit (e.qg.,
kgs of standard international form/hectare or other
productivity unit)

Measuring yields is one of the most important ways to
understand agricultural/ livestock farming productivity. Many
interventions in agricultural systems are designed to increase
yields because: 1) yields may be below potential and 2) it offers
a channel to improve the incomes of producers. Measuring
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Benchmarking

yield also helps us understand production efficiencies related
to inputs, and it helps us examine the effects of sustainability
initiatives on farm productivity.

The approach requires knowing:

1. Focus crop productive area (requires local land area unit
conversion to hectares)

2. Amount harvested (requires local unit conversion to kgs or
other standard unit). Amount sold can be a suitable proxy
where harvested amounts are unknown (i.e., many
smallholders will only know production volumes when their
product is weighed at the collection site)

3. Form of focus crop/ product (will require conversion to
most common form exported (i.e. GBE for coffee, FFB for
palm, etc.)

4. Livestock systems require knowing the number of animals,
the livestock type, the breed, the quantity of product
produced by the animals (in weight, volume or number of
units).

5. For livestock farming where the farmer is not selling a final
product like eggs, milk or meat, calculating the feed
conversion ratio (FCR) can help to provide a good idea of
how productive the farm is. The FCR is the amount of feed
consumed per unit of milk/ egg produced or weight gain in
beef or any other livestock type production (for example, a
lower FCR indicates better feed efficiency and higher
productivity. FCR = Total Feed Consumed / Total Weight
Gain or Product Produced).

Where possible, it may be desirable to capture both amount
harvested and commercially sold volume to understand where
there are differences between production and sales amounts.

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

SDG 2- Zero Hunger

ISEAL Common Core: Production - Yields

GCP common indicators

COSA-ICO Cost of production indicators

LICOP Aligned Inclusive Living Income Narrative and
Indicators
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Performance
Standard

Limitations

Calculation

Data Source

Can be benchmarked to crop-specific and regional or national
productivity averages

Amount harvested may not be known in all cases. Where
unknown, amount sold can be a suitable proxy (i.e., many
smallholders will only know production volumes when their
product is weighed at a selling point).

Using amount sold as a proxy does not consider the amount of
product held by producers waiting for a higher price, which
can be significant for larger farms, but for smallholders is
usually nominal (and when smallholders do hold crops, it is
often for less than a year). It also does not consider post-
harvest losses (due to quality, theft, rejections, etc.), which can
be significant in some systems and affect sales amounts and
revenue.

Where production and sales amounts are likely to differ
significantly, we suggest asking for % of amount held or lost
during post-harvest and reporting on those as separate
metrics to better understand production vs. sales levels.

Other factors to better understand productivity include age
and varieties of plants/ trees/animals, level of mechanization,
production intensity.

Total volume focus crop harvested/ unit land allocated to focus
crop (reported in kg/ha or other appropriate units). Yield can
also be understood as production per tree or plant (kg/tree) in
applicable crops or on a per animal basis in livestock systems
(total amount of production divided by number of productive
animals).

Document which of the following data sources were used:
Estimated/ farmer recall
Farm records

Calculation (number of trees or plants or animals x average
amount harvested per plant, tree or animal)

Company sales receipts (+ an estimate of volume sold to other
buyers, if applicable)
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Sample Survey
Questions

Validations

In traditional cropping systems:

1. What is the total area you use to produce the focus crop?
(This includes all focus crop plots and any land where the
focus crop is interplanted with other crops.) ha

2. Write the total quantity of the focus crop harvested in the
last production year kg
This could also be broken down by individual plots where
relevant.

Livestock systems:

3. What is the total number/ volume of livestock products
(eggs, milk, etc.) per animal produced per day? ___ kg

4. What is the average daily live weight gain per animal? __
kg

Harvested volume = number (decimal format)

Area = number (decimal format)
Form and units for focus crop or product should be specified

Some systems can benefit from cross checking land area
productivity with other measures (output per tree, etc.)

Indicator 3: Focus Crop/Product Price

Description

Metric

Unit

General Guidance

The amount received per unit of focus crop/product sold

Average price received per unit of focus crop/product--
reported in USD / kg (or other standardized unit for the
relevant crop or product)

Best practice is to collect response in locally relevant currency
and units, and then perform conversion to a standard
international unit (USD/unit of crop or product)

Understanding the price that a farmer receives for the focus
crop/product allows calculation of revenue from the focus
crop/product and get a sense for whether farming the crop or
product is attractive and profitable. Higher sales prices
incentivize production and investments in the focus
crop/product. Lower prices may significantly impact
livelihoods, especially where farmers are dependent on that
product for most of their income. By collecting price data, it is
possible to compare the price the farmer receives to other
market information like global prices, or the prices buyers
receive. It also helps explain how instruments of
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Benchmarking

differentiation (quality, certifications, etc.) impact prices and
overall producer incomes.

The simple approach involves asking for the total revenue
received from the focus crop/product during the last
production year as well as the amount sold (and the form of
the product). The average price per unit can then be
calculated. For multiple sales, calculate the price average of
sales.

For a more accurate response, an alternative approach is to
ask about the price received per each sale (with the associated
premiums, deductions, and bonuses included, as known).

Where price premiums or other payments are factored into
the baseline or FOB price, those should be included in the
price at hand and do not need to be accounted for separately.
Producers often do not know if the price they receive includes
premium or other values and so this information can be
difficult to ascertain from producer surveys. There may also be
premiums or other payments that are paid as a lump sum at a
separate time during the year. If this is the case, that data
should be included in revenue calculations to help understand
the contribution of those payments to overall focus crop and
household income (and should be noted as such) although
this is usually difficult to factor into the price data reported.

As an aside, premiumes, like those from FT certification, can be
paid to producer organizations (POs). They can either be
distributed as cash to farmers by the POs or offered as
services (e.g., scholarships for farmers' children or revolving
cash funds). When services are provided, it can also be
challenging to incorporate them into the price data and
therefore separate reporting of the value of those services is
recommended outside of the price data collected.

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

SDG 2- Zero Hunger

ISEAL Common Core: Business Resilience- Lowest and highest
price (per kg) received for product

GCP Common indicators

COSA-ICO Cost of production indicators

LICOP Aligned Inclusive Living Income Narrative and
Indicators
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Performance
Standard

Limitations

Calculation

Data Source

Sample Survey
Questions

Validations

Can be benchmarked to the global reference price (i.e., ICO,
ICCO for cocoa) or by regional or national averages.

Price per unit should be higher than the cost of production to
indicate focus product farming profitability.

Prices can also be compared to Living Income Reference
Prices' (discussed in Section 8), to assess prices that support a
living income.

In some cases, the producer may not know if premium, bonus
or deduction amounts are included in the price received and
what those amounts are, although they may affect the price
the farmer receives. See ‘General Guidance’ for instructions on
how to factor these payments into price data, where
applicable.

Price/unit= Total focus crop or product revenue /(units) of
(form) sold

Document which of the following data sources were used:
Estimated/ farmer recall

Farm records

Sales records or purchase records from buyer

Simple Approach:

1. Write the total quantity of the focus crop/ product sold
during the last production year kg (will include relevant
forms if necessary--e.qg., in coffee systems producers may sell
green beans, fresh cherries, etc.)

2. How much money did you receive (in total for the
production year) from sales of the focus crop/ product?

Complete Approach:

Ask for the price received per sale (if known) and average
across sales.

Revenue= Specified currency (decimal format)

Amount sold= Specified currency (decimal format)

Farmer recall estimates can be triangulated with purchase or
sales amounts and should be less than production amounts
unless the product was stored for later sale.

OFairtrade Living Income Reference Price Tool:
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Indicator 4: Focus Crop/Product Revenue

Description

Metric

Unit

General Guidance

Benchmarking

Performance Standard

Limitations

Calculation

Gross revenue from all sales of focus crop or product

USD/farm earned for all focus crop/product sales

(Can be reported by land area or other product specific units
for comparability)

Best practice is to collect response in locally relevant currency
and units, and then perform conversion to a standard
international unit (USD; USD/land area)

The simple approach (which avoids the additional time and
resources necessary for detailed accounting while still
providing good results) is to ask for the total revenue from
sales of focus crop as a whole during the last production
year. This indicator can also be reported on a per hectare
basis to allow comparability across projects and regions.
More complex approaches will ask for the value of each sale
and sum those for the production year.

This indicator is a Sub-metric for Net Income from Focus
Crop/Product Production (or Profit).

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

SDG 2- Zero Hunger

ISEAL Common Core: Business Resilience- Net revenue over
last year from product produced according to standard
GCP Common indicators

LICOP Aligned Inclusive Living Income Narrative and
Indicators

Can be benchmarked to crop and/or regional or national
averages.

When looking at changes in revenues from year to year, it is
important to consider the impacts from changes in prices,
bonuses, premiums or deductions, quality, or in yields or land
area devoted to the focus crop for additional context.

[Total Revenue] * (conversion factor to USD)/ farm or ha
under focus production) OR

Price(s) per unit of focus crop (See "Price" Indicator) * the
number of units sold during the last production year.
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Data Source

Sample Survey
Questions

Validations

Document which of the following data sources were used:
Estimated/ farmer recall

Farm records

Sales records or purchase records from buyer

How much money did you receive (in total for the production
year) from sales of focus crop or product?

More advanced methodologies will ask for the total amount
of USD received per each sale and sum those for the
production year.

Revenue= Specified currency (decimal format)
Land area= Number (decimal format)

Farmer recall estimates can be triangulated with purchase or
sales quantities and/or price data.

Indicator 5: Focus Crop/Product Costs of Production

Description

Metric

Unit

General Guidance

Total costs incurred during the last production year to produce
the focus crop/ product

USD/farm. Sum of costs, direct and indirect, across all relevant
categories (see ‘General Guidance’) for the crop during the last
production year.

(Can be reported by land area or other product specific units for
comparability.)

Best practice is to collect response in locally relevant currency and
units, and then perform conversion to a standard international
unit (USD; USD/land area)

Cost of Production is an essential component to understanding
producer profitability. Not only does the indicator feed directly
into Focus Crop/Product Net Income (Focus Product Revenue-
Costs), but it is used in calculations for cost efficiencies of inputs.
This is important because many sustainability interventions
designed to increase incomes target more efficient input use.
Additionally, tracking costs of production can help identify the
largest sources of costs within a system, which can be used to
target interventions. Tracking costs of production also helps give
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a sense of the affordability of production to understand the long-
term economic viability of the system.

The simple approach asks only about the main costs in the
production system that typically account for the majority of total
costs (and the total amount spent on each during the last
production year). By focusing on the main costs in a system, this
provides a good sense of the economic picture on the farm
without adding substantial detail to the approach.

Main costs for crops typically include (at a minimum):
— Fertilizers

— Pesticides

— Hired Labor

— Planting material/ Renovation costs

— Energy

— Irrigation & water

Main livestock costs will include feed, housing, restocking,
veterinary care, transportation, processing, etc.

The full cost accounting approach includes additional items, for

example:

— deductions by buyers

- rent of land

— capital assets (depending on the types of assets considered,
assets may need to be classed to properly account for the
asset value and its depreciation)

— cultivation practices

— traceability and record keeping

— costs of standards or certifications

— planting and reforestation costs

— training costs

— interest on credit

— transportation

— crop/product insurance

— cooperative fees

— the value of unpaid family labor

— any other important costs in the system

The details
the more complex cost of production items, including further
explanation on factoring in depreciation of assets and
amortization of costs of establishment.

28


https://thecosa.org/wp-content/uploads/2021/06/Guidance-on-Calculating-Living-Income.pdf

DIASCA

Benchmarking

Performance
Standard
Limitations

Costs should be associated with the focus crop production only
(i.e., if labor is hired for multiple crops or in intercropped systems,
only the portion used for the focus product production should be
included). One way to make sure that costs are correctly
associated with the production of the focus crop/product is to ask
for an estimate of the percent of inputs that were used for the
focus crop/product.

When calculating costs, include only expenditures coming from
the household’s own revenue. If inputs are provided as technical
assistance for free or at a subsidized cost on a persistent,
substantial, and systematic basis it is recommended to report
both the cost factoring in the value of the input (at an appropriate
determined rate) and as a true cost (without factoring in the
subsidized value).

This indicator is a Sub-metric for Net Income from Focus Crop
Production (or Profit).

COSA, SFL, ISEAL Guidance on Reporting Farm Economic Metrics
SDG 2- Zero Hunger

ISEAL Common Core: Business Resilience - Total production costs
for production according to standard over last year (labor,
fertilizer, chemicals, equipment, energy, water)

ICO Transparency at Origin

COSA Indicators

GCP common indicators

LICOP Aligned Inclusive Living Income Narrative and Indicators

Can be benchmarked to cropping system and/or regional or
national averages

It is important to consider the results in light of the context: for
example, in low price years, farmers of tree crops tend not to
invest (e.g., by replanting) and instead “mine” the existing plants.
If this continues for several years the average plant age gets old
or very old (“over-aged”). On the other hand, if prices are
generally good, farmers tend to invest heavily and therefore may
have high costs reducing the income of a particular year. Inflation
rates may also affect the context for production costs. Inflation
adjustments are discussed in more detail in Indicator 10:
‘Adjusted Living Income Benchmark.’
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Calculation

Data Source

Sample Survey
Questions

The value of unpaid household labor has been included as an
optional cost for consideration, although it is not included directly
in the actual net household income measurement or living income
calculation. Where unpaid household labor is significant
(especially in smallholder systems), we recommend collecting this
data as a separate variable to understand that opportunity cost to
get a better economic picture of the farm and to understand if
payments received for focus crop sales are adequate to support a
household’s time.

Calculation: USD total cost of inputs + equipment use + labor for
production of the focus product

(Can be divided by unit of production or land area)

Document which of the following data sources were used:
Estimated/ farmer recall
Farm records

For cropping systems: the most important costs in a system
should be included--typical costs included below:

1. How much did you spend (in total for the last production year)
on fertilizers for the target crop?

2. How much did you spend for all pesticides used for the target
crop on this farm in the last production year?

3. How many seedlings did you plant during the last production
year? For those seedlings, what was the average price per
seedling?

4. How many permanent and casual laborers of each type did
you hire in the last production year? (Permanent means a
laborer works at least four days a week for more than 6
months a year.)

Labor can be asked by breaking down the number of workers,
number of days and typical daily pay per type of labor for both
permanent and temporary workers. Permanent labor types
include managerial/supervisory, technical services, general labor,
and indirect support activities. Temporary labor includes focus
crop production, harvesting, processing.
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Validations

For livestock systems: questions should consider the cost of feed,
housing, restocking, veterinary care, transportation, processing,
labor etc.

Costs=Specified currency (decimal format)
Main costs in a system should be specified before an assessment
with producers to ensure that the right costs are considered

Indicator 6: Net Income from the Focus Crop/Product

Description

Metric

Unit

General Guidance

Benchmarking

Performance
Standard

Limitations

Calculation

Data Source

Total revenue from focus crop/product sales less total costs
for focus crop/product production

USD per farm
Can be reported by land area or other product-specific units

Focus crop/product Revenue and Costs should already be
reported in USD (resulting from the Revenue and Cost
indicators).

This is a calculation of the “Focus Crop Revenue” indicator
less the “Focus Crop Costs of Production” indicator. No
additional data points are required.

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

SDG 2- Zero Hunger

ISEAL Common Core: Business Resilience- Net revenue over
last year from product produced according to standard
LICOP Aligned Inclusive Living Income Narrative and
Indicators

Positive number indicates that focus crop/product
production is profitable

Changes in focus crop net income year to year will need to be
considered in context e.g., changes in prices received, quality,
input costs, shocks to the system, or changes in land area
devoted to focus production. Many of these factors may not
be within the farmer’s direct control.

Total Revenue-Total Costs for Focus Crop Production (USD)/
farm

Calculation.
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Sample Survey
Questions
Validations

Calculation.

Ensure that the revenue and cost data refer to both the same
production year and the same production units. That is, costs
associated with other products sold or products produced
during different time periods should not be associated with
the current year focus crop/product revenue figures.

Indicator 7: Net Income from other On-Farm Activities

Description

Metric

Unit

General Guidance

Net Income from all other farm activities (revenue - costs)

Refers to other commodities, livestock & by-products, or on-
farm services provided.

USD/Farm

Best practice is to collect response in locally relevant currency,
and then perform conversion to standard currency (USD)

This includes both the revenue and costs for all other
productive farm activities, which could include other crops
and products and/or farm services. Beyond the focus
crop/product, it is important to understand other crop and
animal products produced on the farm, the amount sold,
revenue generated, and costs incurred for producing those
crops or products. This helps us calculate the Net Income
from the other crops/ products and factors into the Net
Household Income calculation.

Diversified agricultural systems (those that rely on more than
a single crop for income) are more economically and
environmentally resilient. Producers that produce multiple
crops or products for sale are more insulated from shocks like
crop failures, they produce an increased variety of foods that
can be consumed (improving food security and dietary
diversity) and contribute to the biodiversity and the
environmental health of the farm.

Tracking revenues from other crops also gives a picture of
how focus crop/product and non-focus revenue contribute to
the overall economic situation on the farm and reveals the
degree of dependence on focus crop/product production to
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generate income for the household.

The recommended approach is to focus on the main
additional crops and products (ideally 5 or less) to aid in recall
and better-quality data. If a program is focusing on
diversification programs, then a more detailed approach may
be appropriate.

Valuing Self-Consumed Crops & Products

To be consistent with Living Income calculations, the value of
crops and products produced that are not explicitly monetary
should be calculated and reported as a separate variable. This
refers to crops that farmers may consume, trade or feed to
animals.

Essentially, the value of the products is established at current
market value. Focus groups and other secondary data sources
can be used to estimate this value. Although, if a program is
focused on farm diversification and nutrition programs, a
deeper dive study is recommended.

There are several methods that can be used to do this (at
various levels of complexity) that require separate guidance
to be useful. COSA has done considerable work in this area,
and we also include a couple of resources below for further
guidance:

Benchmarking COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

LICOP Aligned Inclusive Living Income Narrative and Indicators

Performance Farms with some levels of diversification are considered more
Standard resilient in the sense that all of the income from the farmis
not dependent solely on the focus crop or product.
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Limitations

Calculation

Data Source

Sample Survey
Questions

Positive number indicates that other on farm activities are
profitable

This indicator should always be understood considering the
broader general economic context that includes changes in
prices, yields, or land area devoted to the focus crop or other
crops.

Sum of each additional crop or product Revenue- Costs to
produce that crop or product

Document which of the following data sources were used:
Estimated/ farmer recall
Farm records

Self-reported percentage of total net farm income (can be
asked as % net farm income from target crop and then
calculate)

Did you produce any other crops/livestock or other products
besides the target crop/product during the last production
year? If yes, write the five most important crops/ products
and answer the following for each for the last production
year:

e % of the product for sale or trade
e % of the product for family consumption

e Revenue from sales or trade of the product (actual
money received or value of the items received in
trade). Note that the value of self-consumed products
will be calculated and reported separately since it is not
actually sold.

e Total cost of production estimate for the sale or trade
of the product (inputs like fertilizer, pesticides, paid
workers, etc.)

Did you receive any income during the last production year
from renting farm land or other agricultural items? If so, how
much?

To triangulate the portion of overall household income
coming from the focus crop and other sources, an additional
question can be added:
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Validations

What portion of your total household income (including sales
of other crops, livestock, rental income, on-farm businesses,
off-farm employment, gifts & remittances, etc.) comes from
sales of the target crop or product?

All or almost all (90%+)
Most (75%)

About half (50%)
Some (25%)

Little (10% or less)
Don't know

Monetary Units: Specified currency (decimal format)

Other on farm revenue amounts should be consistent with
the percentage of the overall farm revenue dedicated to the
additional crops or products. That is, if the focus crop or
product makes up a certain percentage of overall farm
income, the inverse of that should be reflected in the amount
reported in this indicator.

Indicator 8: Net Income from Off-Farm

Description

Metric

Unit

General Guidance

Net Income from all other household income-generating
activities (revenue - costs)

Refers to other earnings (off farm employment, business
revenue, and gifts & remittances)

USD/Household (all members)

Best practice is to collect response in locally relevant currency
and then perform conversion to standard currency (USD)

Diversified revenue streams (those that rely on more than a
single source of income) are more economically resilient in the
face of shocks. Producers that have other sources of income
besides agricultural production--remittances, government
transfers, off-farm wages, or income from businesses--are
more likely to create a steady income stream for their families
in the face of different economic or environmental factors that
may impact their agricultural systems.
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Benchmarking

Performance
Standard

Limitations
Calculation

Data Source

Sample Survey
Questions

Tracking revenues from other sources also gives a picture of
how different streams of income contribute to the overall
economic situation for the household and reveals the degree
of dependence on each source of revenue. Remittances can be
a large portion of the overall income generation for a
household and where possible should be both included in the
overall metric but also reported separately as a sub-metric to
understand its standalone importance.

Information should be obtained on all household member
income-generating activities.

ICO Transparency at Origin indicators

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

LICOP Aligned Inclusive Living Income Narrative and
Indicators

Households with some levels of diversification are considered
more resilient in the sense that all of the income is not coming
from a single source.

Positive number indicates that other on-farm activities are
profitable.

This indicator does not factor in household asset values,
capital or credit.

Sum of all other off-farm business revenue streams- costs
incurred to generate that revenue.

Document which of the following data sources were used:
Farmer Estimates/Recall

Household records

Self-reported percentage of total net household income

Has the household received any money such as remittances
from friends/relatives, gift money to pay for health or
education, or any other money not earned from a job in the
last production year?

If yes, how much did you receive during the last production
year from these sources?

36



DIASCA

Validations

In the last production year, did you or any other member of
your household earn income off the farm? If yes, list each type
of off-farm income source and answer the following for each:

e Units of time worked per year

¢ Amount typically brought home after expenses,
including rate basis (yearly, monthly, weekly, daily, one-
time)

Monetary Units: Specified currency (decimal format)

Ensure that income from all household members is included.
For reference, we define household members as: number of
people, regardless of relationship, who normally (for at least 6
consecutive or non-consecutive months of the year) live in a
particular residence, occupying it wholly or partially, and who
together fulfill their nutritional needs and share expenses
from a common pot.

Indicator 9: Net Household Income

Description

Metric
Unit

General Guidance

Benchmarking

Performance
Standard

Sum of focus crop net income, other on-farm income and off
farm income for the household

USD per household (can also be reported per capita)

All costs and revenues should already be converted USD for
this calculation

This is a calculation of the Focus Crop Net Income, Other On-
Farm Net Income and Off Farm Net Income Indicators. No
additional data points or survey questions are required.

Recall that this indicator includes the concept of valuing self-
consumed crops & products, which is covered in Indicator 7:
Net Income from other On-Farm Activities.

COSA, SFL, ISEAL Guidance on Reporting Farm Economic
Metrics

LICOP Aligned Inclusive Living Income Narrative and
Indicators

Positive number indicates that household economic activity is
profitable. This number is what is compared to benchmarks
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Limitations

Calculation

Data Source

Sample Survey
Questions
Validations

to assess living income, poverty status, etc. See Sections 7 &
8.
Changes in income year to year should be considered in
context. Occurrence of major events can lead to reductions in
household income, assets and consumption during the year
(weather, crop or livestock losses, sharp decline in prices,
policy changes, pandemic, death or serious illness or injury of
family member, crime, civil conflict, etc.). COSA has a

to look at Household Income in
context and considers risk preparedness and coping
strategies to limit vulnerability and promote sustainability.

Net Household Income = Focus Crop Net Income + Other On-
Farm Net Income + Off Farm Net Income (USD)/ household

Calculation.

Calculation.

Ensure that the revenue and cost data refer to both the same
production year and the same production units. That is, costs
associated with other products sold or products produced
during different time periods should not be associated with
the current year focus crop/product revenue figures.
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This new section is the focus of the most recent DIASCA Farmer Income Working
Group. It takes the Net Household Income figure (previously calculated) and compares
it to a Living Income benchmark to identify the Living Income Gap of a household.

Living Income refers to a household affording a decent standard of living. It explains
whether 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. Elements of a basic decent standard of living include access to food,
water, housing, education, healthcare, transport, clothing, participation in religious
and cultural life and other essential needs including provision for unexpected events.

Figure 2. Living Income Gap and Calculation
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(From LICOP, SFL publications)

The concept of living income does not address the more expansive concepts of
livelihoods or prosperous income, which go beyond meeting basic needs. Prosperous
income is higher than a living income and includes concepts of discretionary
spending, saving and investments. Improved or sustainable livelihoods refers to the
ability to cope with and recover from shocks and grow assets both now and in the
future, while not undermining the natural resource base.

Note also that the Living Income benchmark is just one of many benchmarks for
understanding the economic situation of a farming household. Net Household Income
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can also be compared to the World Bank Poverty line, national poverty lines,
urban/rural or regional poverty lines, etc. While the Living Income calculation
examines a decent standard of living for a household and is more sophisticated to
measure beyond basic poverty status, other poverty benchmarks can be deployed as
well and provide additional insight into the household economic situation, especially in
contexts where there is a higher concern of poverty.

Consider additionally that Living Income is not the same as Living Wage. While similar
in concept, Living Wage is focused on a worker earning enough in a standard work
week to enable his family to afford a decent standard of living. This metric focuses on
an individual worker, while Living Income focuses on income earned by a household
over the course of a year across all income sources. More information on Living Wage
can be found through the

Applying the Living Income Concept to the Farm Economic Model from the previous
section provides the following equation, where the Living Income Gap is calculated
using the Net Household Income Indicator developed in the previous body of work
and is compared to the Living Income benchmark (detailed in this section).

Figure 3: Updated Economic Model with Living Income Calculation
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8. Living Income Indicators & Metrics

Indicator 10: Adjusted Living Income Benchmark

Net annual income required for a household to afford a
decent standard of living in a geographically specific area.

USD/household per year (sometimes reported on a per
capita basis)

ushD

The living income benchmark is used to understand if a
farming household’s net income is adequate to afford a
decent standard of living. This indicator outlines the steps
to select and adjust the living income benchmark for
accurate comparison within a project or supply chain.

The ‘Data Sources’ section below lists the living income
benchmark resources from the Global Living Wage
Coalition, Living Income Community of Practice, ALIGN,
and the Anker Research Institute. A user can access those
websites to identify an appropriate living income
benchmark.

An appropriate living income benchmark considers:

a. Timeframe: living income benchmarks will refer to a
particular year and time period. It is important that
these are consistent with the timeframe and period the
user is studying. Otherwise, factors like inflation can
make yearly comparisons inaccurate. For comparison
to the Living Income benchmark, all indicators should
be assessed “per year.”

b. Currency: the currency and exchange rates should
match the actual income measurement

c. Geographical region: living income estimates can vary
by country, region, and urban and rural factors. Finding
a geographically appropriate benchmark is key for an
accurate comparison. More specific geographical
representation will yield a more accurate result.
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Adjustments to the living income benchmark may be
necessary to consider:

Inflation: especially in cases where the time period of
the benchmark is not the same period as the one being
studied (e.g., more than one year of difference). In
those cases, inflation should be considered. The
Consumer Price index (CPI) can be used to make
inflation adjustments (use the World Bank CPI database
or International Monetary Fund CPI database).

Household size: living income benchmarks are often
based on a typical household size for a particular
region. To compare the household actual income to the
benchmark, an adjustment to the household size may
be necessary. There are two common approaches to
household size adjustments:

i. Linear—simple adjustment based on the number
of people in a household

ii. OECD Modified Equivalence scale—a more
sophisticated measure that takes household
composition (i.e., adults and children) into
consideration.

Further detail on both inflation and household size
adjustment approaches (and when and how to apply them)
can be found in the COSA &KIT LICOP Guidance Manual on
Calculating and Visualizing Income Gap to a Living Income

Benchmark, LICOP Benchmarking FAQ Guidance

Document.

LICOP Aligned Inclusive Living Income Narrative and
Indicators

This indicator is used with the Net Household Income
indicator to determine economic performance above or
below the Living Income benchmark and by how much.
Indicator 11 “Household Living Income Gap” details
guidance on how to interpret results once the gap is
calculated.
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https://data.worldbank.org/indicator/FP.CPI.TOTL.ZG
https://data.imf.org/en
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.living-income.com/tools-resources/publications
https://www.living-income.com/tools-resources/publications
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There may be cases where a Living Income benchmark
does not exist. Other alternatives may exist, including
other poverty lines or benchmarks. Please see the
following for more information: LICOP Benchmarking FAQ
Guidance Document.

Living Income benchmarks reveal the amount needed for a
decent standard of living but does not look beyond to
improved livelihoods or a prosperous income. Those
concepts factor in additional topics of economic and social
sustainability. These topics will likely be addressed in
further iterations of the working group.

The Living income benchmark is already calculated for a
region and can be found using the listed sources.
Adjustments for inflation and household size may need to
be made.

The following sources contain living income benchmarks:
https://www.globallivingwage.org

https://align-tool.com
https://www.ankerresearchinstitute.org
https://www.living-income.com

N/A

Ensure that an appropriate benchmark is used to match

geography, timeframe, and currency. Ensure that inflation
and household size adjustments are made if necessary.
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Indicator 11: Household Living Income Gap

The difference between the Living Income benchmark for a
household and a household’s actual net income.

USD/household (can also be reported on a per capita basis)

While this is the basic measure on a per household basis,
we recommend the additional metrics (% share of the
Living Income benchmark achieved and the change in the
% share over time) for more insightful reporting. These are
discussed in the General Guidance section below.

usb

This indicator looks at the difference between the
Household Net Income (Indicator 9) and the Living Income
Benchmark (Indicator 10). The result of the difference
between the actual household income and the living
income benchmark is the gap for an individual household.
(Recall that the benchmark may need to be adjusted for
household size or inflation).

While the scope of this indicator is the living income gap at
the household level, we recommend some additional
metrics, especially when reporting on producers in
aggregate.

We recommend going beyond the absolute gap to
understand the % share of the living income benchmark
achieved by a typical farmer and the change in the % share
of the benchmark achieved by a typical (median) farming
household over time. This helps us move beyond reporting
the binary metric of the % of producers above or below the
benchmark to the performance metric that provides more
insight into the magnitude of the gap across producers,
which would ideally close over time.

In both cases, when looking at producers in aggregate, we
recommend reporting on median averages (not just
means) to provide more sensitivity to outliers and to be
more representative of “typical” household values.

The following documents: COSA &KIT LICOP Guidance


https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.

Manual on Calculating and Visualizing Income Gap to a
Living Income Benchmark, LICOP: Calculation, Analysis and
Reporting, Aligned Inclusive Living Income Narrative and
Indicators provide several considerations for accurate
aggregated reporting and getting the most out of Living
Income Gap calculations. This includes different analytical
approaches and data visualizations that can be applied.

Note also that good producer demographic data and
segmented sampling can help look at the living income gap
based on socioeconomic conditions, production system
types, geography, etc. For example, a deeper analysis could
be done based on whether gender, certification status, etc.
are correlated with differences in living income status.

LICOP Aligned Inclusive Living Income Narrative and
Indicators

Household income at or above the Living Income
benchmark is considered positive, while a value below the
benchmark indicates that a certain household does not
meet a decent standard of living considering their
household income. When the income is below the
benchmark, reducing the amount of difference between
the household income and the benchmark or “closing the
gap” is indicative of improved performance over time.

Knowing that a gap between household actual income and
the living income benchmark exists does not automatically
reveal the drivers that will improve economic situation of
producers. There are several areas of additional analysis
that can be performed to understand the conditions that
will lead to improved incomes. Focusing on sustainable
yields, costs of production and prices (i.e., Living Income
Reference Prices'®) go beyond simply knowing if a living
income gap exists to help drive decision making for
improved outcomes.

Ideally, living income targets/goals should be framed

'3 Fairtrade, GIZ LICOP Guidance document “How to calculate living income reference prices of agricultural commodities”;
Fairtrade Living Income Reference Price Tool: https://reference-prices.fairtrade.net
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https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.living-income.com/fileadmin/living_income/Publications/Actual_Income_and_Gap_Measurement/Calculation__analysis_and_reporting_-_LICoP_FAQ_April3_2025.pdf
https://www.living-income.com/fileadmin/living_income/Publications/Actual_Income_and_Gap_Measurement/Calculation__analysis_and_reporting_-_LICoP_FAQ_April3_2025.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/Publications/Studies/How_to_calculate__living_income__reference_prices_of_agricultural_commodities.pdf
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around improving those key drivers of income (e.g.,
volume produced, efficiency, price) and inclusive outcome
indicators, such as the share of the living income
benchmark achieved by the median farmer. Targets/goals
that promise that 100% of farmers will reach a living
income incentivize a move away from the most vulnerable,
as they are not likely to reach the living income benchmark
due to factors beyond the program'’s control (such as very
small land sizes). Inclusive indicators allow companies to
show progress while not excluding the most vulnerable.

For an individual household: Living Income Gap = Net
Household Income - Living Income Benchmark

Calculation

Calculation

Ensure that the appropriate benchmark is used to match
geography, timeframe, and currency. Ensure that inflation
and household size adjustments are made if necessary.
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Appendix 1: List of Resources

This work pulls from several collaborations and co-created resources on topics of Actual
Income and Living Income, including:

10.

11

12.
13.
14.

SFL, COSA, ISEAL Alliance: “Measuring Smallholder Incomes"” Towards better alignment

and reporting of farm economic metrics”

GCP Common Indicators and Technical Specifications for Coffee Sustainability Overview
& Coffee Data Standard

The Anker Methodology

COSA & KIT Guidance Manual on Calculating and Visualizing Income Gap to a Living

Income Benchmark

COSA & KIT Guidance on Calculating Household Income

Global Living Wage Coalition

ICO CPPTF Technical workstream II: Transparency at Origin on Cost of Production and

Actual Income

Farmer Income Lab
LICOP Resources: Aligned Inclusive Living Income Narrative and Indicators

LICOP: Calculation, Analysis & Reporting

. Fairtrade Foundation: Adjusting Living Income Benchmarks for Household Size in the

Cocoa Sector
Sustainable Food Lab: Achieving Living Income Pocket Guide

ISEAL Income Measurement Practitioner’'s Guide

Wageningen Cocoa Household Income Study Approach
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http://sustainablefoodlab.org/wp-content/uploads/2015/12/Guidance.Farm-economics-metrics.Nov2016.pdf
http://sustainablefoodlab.org/wp-content/uploads/2015/12/Guidance.Farm-economics-metrics.Nov2016.pdf
https://www.globalcoffeeplatform.org/our-work/tools/coffee-data-standard/
https://datastandard.globalcoffeeplatform.org/en/latest/
https://www.ankerresearchinstitute.org/anker-methodology
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://www.kit.nl/wp-content/uploads/2020/08/KIT-Guidance-Measuring-and-visualizing-the-gap.pdf#:~:text=For%20adjusting%20household%20sizes%20with%20the%20purpose,household%20head%2C%20other%20adults%20and%20other%20children.&text=A%20simple%20adjustment%20for%20a%20household%20of,value%20by%206%20and%20multiplying%20by%205.
https://thecosa.org/wp-content/uploads/2021/06/Guidance-on-Calculating-Living-Income.pdf
https://www.globallivingwage.org/
https://ico.thecosa.org/indicators/
https://ico.thecosa.org/indicators/
https://www.mars.com/sustainability-plan/thriving-people/increasing-farmer-income/farmer-income-lab-publications
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/Publications/Actual_Income_and_Gap_Measurement/Calculation__analysis_and_reporting_-_LICoP_FAQ_April3_2025.pdf
https://www.fairtrade.org.uk/wp-content/uploads/2024/04/Adjusting_Living_Income_Benchmarks_for_Household_Size_in_the_Cocoa_Sector.pdf
https://www.fairtrade.org.uk/wp-content/uploads/2024/04/Adjusting_Living_Income_Benchmarks_for_Household_Size_in_the_Cocoa_Sector.pdf
https://sustainablefoodlab.org/food-lab-publishes-new-pocket-guide-on-living-income/
https://www.living-income.com/tools-resources/publications/
https://worldcocoafoundation.org/storage/files/2024-cocoa-household-income-study-approach-wur-english.pdf

