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PREAMBLE

This book is part of a series of food security books developed by Action Against
Hunger - International (ACF') and is based upon a consolidation of experiences and in-
vestigations over the past ten years on the field. This series looks at and develops spe-
cific aspects of the different food security programmes, especially the technical tools
that can be used within the scope of precise projects. Each of these books can be read
alone or they can be complemented and reinforced with the other ACF Food Security
books included in the series constituting a ‘food security kit’ which can be presented
as follows:

Introduction to Food
Security: Intervention

principles
Food Security Food Aid and Income Agricultural
Assessments and Alternatives to Generating Prg rammes
Surveillance Food Aid Activities 9

The books address a variety of audiences including the international humanitarian
community, technical and operation field workers and the general public who wish to
learn more about food security at the international level. Each book contains a de-
tailed index with examples of the different tools that can be used for the implemen-
tation of the programmes, a glossary of technical terminology and frequently asked

' Founded in 1979, Action Against Hunger is a leading international organization committed to the global fight against
hunger. Established as an international network with five headquarters (Paris, London, Madrid, New York and Mon-
treal), in 2009 Action Against Hunger - International intervened in 47 countries hit by serious food crises, by imple-
menting emergency and development programs in nutrition, food security, water and health.

Last year, Action Against Hunger-International’s programs benefitted some 5 million people. www.actionagain-
sthunger.org (USA) / www.actionagainsthunger.org.uk (UK)
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questions that can give the reader a quick response to key points highlighted through-
out the document. This series could eventually be completed with other types of food
security programmes depending on the development and research led in the field (i.e.,
food security in the urban context, pastoralism, or other topics such as community
participation). All of these documents are subject at all times to additions and or im-
provements following the evolution of the food security department in Action contre
la Faim and the continued internal and external evaluations of the different food se-
curity activities.
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INTRODUCTION

This book is about income generating activities, and the principles and method-
ologies of this line of intervention that the ACF food security teams have been devel-
oping during the last few years on the field.

Income generation can help to overcome food insecurity when economic factors
are a fundamental cause of food insecurity and when food is available in local markets
but lack of money is the main difficulty faced by the vulnerable population. However,
the promotion of income generating activities is not a recipe that can be applied in any
type of situation. An initial food security analysis of the context and the problems
faced by the vulnerable population is essential in order to decide the kind of response
that is best suited to each specific case.

Before beginning this book, it is worthwhile to take a look at the other books of
this series entitled “Introduction to Food Security” and “Food Security Assessments
and Surveillance” as they serve as the base upon which this text has been elaborated.
Two other books complete the series, “Agricultural Programmes” and “Food Aid and
Alternatives to Food Aid”, which together offer a full picture of the possible inter-
ventions that ACF can carry out in the area of food security.

To facilitate the reading of this book and to obtain a complete vision of the work
that can be developed in this theme, the why, when, how, with whom, where and
what, seven chapters collect experiences gained in more than twenty countries. The
appendices include a variety of tools that will be helpful for embarking on the devel-
opment of an income generation intervention.

Chapter 1 of the book offers an explanation of the justification and definition of
income generation interventions, and the desired objectives of this type of pro-
gramme. Chapter 2 focuses on the context analysis and the definition of the inter-
vention strategy for income generation programmes. Using the food security
assessment model as a base, methodologies are recommended for analyzing the rele-
vance and viability of income generating activities (IGA) as a solution to the needs of
the population with whom the programme is planning to work.

A description of the different activities that could be included in income generat-
ing programmes is presented in Chapter 3, as well as proposals for the various kinds
of programmes, the levels at which they can be developed and the different financial
systems that can be used.
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Chapter 4 focuses on programme implementation. It covers the main activities
that can be carried out and components that may offer solutions to overcome a vari-
ety of limitations regarding income generation.

Chapter 5 includes the monitoring, evaluation, and systemization of experiences.
The sixth chapter summarizes some lessons we have learned through experience, and
the seventh responds briefly to some of the most frequently asked questions about in-
come generating programmes.

ACKNOWLEDGEMENTS

The elaboration of this book has been possible thanks to the fieldwork of the food
security teams and all the experience they have developed. The collection of infor-
mation and creation of this first version of the book has been carried out by Marta
Valdés Garcia. There have been many contributions. Thanks to all who offered ideas,
suggestions and help, especially to:

Lisa Ernoul who was of great help during all the process and for the valuable con-
tribution to the editing. Carole Lambert for all the ideas proposed, efforts and revi-
sion. Bronwen Gillespie and Julian Carrazon for constructive discussions, valuable
comments and opportune suggestions. Carmelo Gallardo for his analysis regarding
micro credit, for all the ideas shared during his work in the Food Security Department
in Madrid, and for editing this document.

Adrian Diaz, Claudio Freda and Joaquin Cadario who offered many ideas during
our time working together.

This book was updated by a peer review team consisting of Christine Baki, Ludovic
Bourbé, Hélene Deret, Amador Gomez et Sabrina Valy.
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CHAPTER 1: JUSTIFICATION AND DEFINITION OF PROGRAMMES
THAT PROMOTE AND SUPPORT INCOME GENERATING
ACTIVITIES

SUMMARY

« |GA can be a successful response for the recuperation and/or strengthening of
livelihood systems and food security if income is a fundamental dimension of
these systems.

« Universal recipes for the implementation of this type of programme do not exist.
It is necessary to evaluate the relevance of the programme in each situation
and adapt the activities to the specific characteristics of the context.

« Before the introduction of new types of IGA, the reactivation and/or strength-
ening of traditional activities is recommended whenever possible: the impact
will be more rapid and more sustainable.

« As with other types of interventions, these programmes can produce unexpected
negative impacts. It is necessary to evaluate all possible risks and to weigh the
negative versus positive aspects before initiating the programme.

« Income generation programmes do not always represent a relevant alternative
for the most vulnerable population sectors.

« The motivation and participation of the population to be involved in the proj-
ect are indispensable conditions for any IGA programme.

During the last decades, the analysis surrounding food security has evolved to in-
clude different initiatives aimed at improving the income generating opportunities of
the most vulnerable. In the seventies, the concept of food security was understood in
terms of food availability, and only during the eighties ideas of access to and use of
food were incorporated as new aspects of the concept, assuming that for vulnerable
populations food security was a priority.

However, analysis of the processes that lead to food insecurity has demonstrated
that in periods of scarcity or crisis, the affected populations may choose to suffer a
certain level of hunger before selling or consuming their productive assets, as this
would undermine their future earning capacity. This is why it is necessary to under-
stand that food security for the vulnerable population forms part of a larger objective
that includes social and economic criteria ensuring the security of livelihoods?.

2 “Food security will be achieved when equitable growth ensures that the poor and vulnerable have sustainable
livelihoods” (Maxwell 1990, quoted in Maxwell and Frankenberger, 1992: 31).
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Populations that are facing chronic food insecurity® do not have secure livelihoods
to cover their basic needs. This weakness causes vulnerability and an impossibility of
coping with shocks and adversity; it opens the door to processes that can lead to se-
vere hunger and chronic or acute malnutrition.

Of course, it is necessary to intervene to alleviate imminent hunger; however, ex-
perience has shown that these types of initiatives do not resolve the problem: the
cause itself is not addressed. Although the complexity of the subject does not easily
lead to proposals for alternative solutions, the support and strengthening of liveli-
hoods may represent a suitable and sustainable strategy.

Interventions conceived within this type of strategy include those that promote
and support income generating activities and all aspects that influence their imple-
mentation and development.

Some theoretical aspects regarding livelihoods will be presented below, as will the
objectives and principles that characterize the income generating programmes and
projects that have been carried out by ACF.

|. Livelihood

In the first book of this series, “Introduction to Food Security”, livelihood is de-
fined as the combination of all activities developed in relation to the resources that
permit households to cover their needs in order to continue surviving and developing.

Various elements at different levels interact within these systems:

« The context of vulnerability may reflect geographical factors, climate, history,
demographics, and the social and economic situation. This context defines the
risks that the population faces.

« The resources or assets to which the family or individuals have access, control
or possess and with which they carry out productive processes, participate in the
labour market or use for exchange with other families or individuals. These can
be classified in the following manner:

- Natural capital: made up of natural resources such as land, water and other
biological resources.

- Physical capital: includes the goods that have been created through produc-
tive processes, for example infrastructure (roads, bridges) and machinery.

3 Chronic food insecurity refers to situations in which diet is poor due to lack of food and lack of economic access
to it. It may have cyclical periods in which the scarcity becomes acute due to environmental conditions and lack of
services which limit opportunities for adequate exploitation of the resources. The lack of resources limits the
processes of sustainable development.
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- Human capital: the ability to work and the labour capacity of a family unit or
individual.

- Financial capital: the household’s access to money, which may be through sav-
ings or credit.

- Social capital: attitude towards reciprocity within the community, between
households or individuals, based on the confidence formed through social links
(Moser, 1998)%.

« Policies, institutions and organisations influence the access to necessary liveli-
hood resources and affect production processes by creating conditional factors
such as laws or services.

It can be seen then, that these variables interact to shape how households or in-
dividuals carry out their livelihood strategies, which are simply the manner in which
they develop their activities or obtain their means for living, their food or income, and
thus, their capacity to satisfy their basic needs. This process determines the level of
food security, economic security and basic living conditions of the family.

When facing an adverse situation or a crisis, populations use livelihood strategies
adapted to dealing with risks, these are called livelihood or adaptation strategies. “A
livelihood system is sustainable when it is capable of facing and recovering from tensions
and convulsions, of maintaining or increasing its capacity and goods and offering oppor-
tunities for sustainable livelihoods for the next generation” (Chambers & Cornway, 1992).

The following diagram represents the way in which different variables interact and
feed each other within a livelihood system>.

Figure 1: Livelihood system

| Vulnerability context |<—

¢ Food and

Resources Livelihood | Meansof | == [ 220NN
livelihood strategies ©|  living =\ living
conditions

B . / .................
\ Policies, institutions and organisations

4 In Ellis, 2000.

> Throughout this document, ‘livelihood’ refers to livelihood systems and not just as way to earn a living. A defini-
tion more commonly used, given that the latter concept can be interpreted in more static terms, while the refer-
ence to systems includes the interaction between all factors of which the system is composed.
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This diagram attempts to visually explain the processes through which a popula-
tion becomes vulnerable in the face of various adverse factors. For example, a com-
munity without access to adequate sanitary care faces increased risk of the spread of
an epidemic, through which the human capital will decrease, reducing the capacity to
carry out traditional subsistence activities. As a consequence, their livelihood will be
in danger. In other contexts, natural disasters deprive entire populations of their pro-
ductive assets and their natural resources, severely undermining their capacity to
meet their basic needs. These are only two examples of how livelihood strategies are
fundamental in order to achieve acceptable living standards.

The composition and the income level, either cash or in kind, of an individual or
a household, are the most direct and measurable results of livelihood strategies in a
determined moment (Ellis, 2000). Therefore, even though these two concepts are not
synonymous, they are closely related.

In order to manage and minimize risks, vulnerable populations, either urban or
rural, often diversify their income sources®. Access to and the ability to participate in
markets are necessary preconditions for the viability of these strategies.

Il. The role of the market

The market is part of every person’s daily life: The vulnerable population depends
on formal and informal markets’ to sell products, offer labour, finance their activi-
ties, and, of course, obtain basic goods, such as food. However, reality demonstrates
that this population may face certain restrictions in access to markets, and may miss
out on the opportunities that the market brings in terms of participation in economic
activity and improvement of living conditions.

Difficulties and imperfect functioning of markets can be observed at distinct
levels:

o Difficulties in terms of access:

- Physical access: lack of communication and transport infrastructure, espe-
cially for poor rural communities, often located in isolated zones, which im-
pedes contact with markets.

- Access to information: in many cases information on supply and demand is in-
dispensable in order to participate in and interact with the market. Knowing
how to find reliable information is of key importance.

¢ Throughout this book the concept of income will refer to monetary resources as well as those in kind.

7 Activities that do not appear in statistics or fiscal records are found within the informal market or informal
economy.
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- Exclusion from certain areas: a clear example is that of the financial market,
as the lack of formal guarantees and adequate information® hinder vulnerable
people’s access to financial capital.

- Discrimination against certain groups.

« Scarcity of appropriate markets: Lack of markets that offer accessible goods and
services adapted to the type and size of the economic activity developed.

Free distributions or donations may be necessary to alleviate a situation of immi-
nent hunger and food insecurity, but this will only offer a temporary solution unless it
contributes to the generation of new sources of income for the poorest sectors. In
order for the vulnerable population to cover their basic needs through IGA, the mar-
ket must offer opportunities which encourages them to expand their productive re-
sources, enables them to have access to relevant services and produce competitive
products.

lll. What is an income-generating programme?

ACF programmes support and promote IGA in order to help vulnerable populations
cover their basic needs and food supplies in a sustainable manner through the income
they produce. The programmes should permit an improvement in the families’eco-
nomic situation through an increase in the household’s purchasing power.

This type of programme can be carried out in rural or urban zones, in cases where
minimum conditions exist (for more information, see Chapter 2) and when existing
needs are identified. However, it is important to take into account that income gen-
erating programmes cannot always be directed at the most vulnerable population,
given that it is essential that the household units or individuals that take part in the
initiatives can work and meet a minimum level of participation. The growth of the
local economy though the income generating activities can improve the availability of
certain products in the market, and can lead to job creation, indirectly favouring the
most vulnerable sectors.

IGA generally involve one or several of the following specific objectives; however,
the promotion of IGA must always be adapted to the context in which the programme
is working.

» Recuperate and/or rehabilitate the capacity to generate incomes through:

- Evaluation and selection of viable solutions to recuperate the capacity to
generate incomes.

8 The vulnerable population may not be able to provide the information required by the financial market for the eval-
uation of the risks assumed in offering financial services.
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- Recuperation and improvement of the productive assets.
- Increase and/or improve technical and management capacities.

When food is available in the market, the recuperation of income generation ca-
pacity is one possible alternative for the phasing out of food assistance. The increased
incomes can increase the access not only to foodstuffs, but also to other locally avail-
able products and services.

Example 1: Implementation of IGA in Chechnya, North Caucasus

The Chechen population living in the southern mountains regions has suffered
severely from the collapse of the Soviet Union, the war for independence and from
constant political tensions. The deterioration of the household economy, as a re-
sult of the loss of productive assets, such as livestock and agricultural land, has
made it impossible for the population to meet their basic needs. ACF began dis-
tributing food to compensate for the lack of economic and agricultural activity
and food assistance became a fundamental support for the most vulnerable peo-
ple. Despite the continued political tension and insecurity, food security assess-
ments began to show that local production and small-scale commerce was slowly
beginning to re-develop. This change allowed ACF to begin reducing the food aid
and support new income generating activities.

Starting in September 2004, 57 families took advantage of the opportunity and
joined a pilot beekeeping project through which they received the materials nec-
essary to increase the family’s honey production in order to generate income. This
activity is traditional in the zone and its reinvigoration is allowing the families to
recover their auto-sufficiency and reduce their dependence on outside assistance.
The close location to Grozny facilitates sales of the product on the market.

» Improve the yield of the existing IGA through:

- Introduction of improved techniques to optimize the quantity and quality of
the production or the services offered through IGA.

- Support to facilitate the access to productive assets and necessary inputs.
- Promotion of access to financial products.

- Increase availability of information regarding the functioning of the market
and related services.

- Training support.
- Strengthening of commercial processes.

- Support for the organisation of producer groups.
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In many cases the vulnerable population carries out activities that have poten-
tial to generate income. However, within the chain from production to sales they
may face difficulties that dissuade them from increasing or expanding the ac-
tivity. A proper identification of the obstacles and viable solutions can have an
impact on income generation.

Example 2: Increase in the output of some traditional IGA in Armenia

Syunik region, in the south of Armenia, was affected by the collapse of the So-
viet Union as well as the later conflict with Azerbaijan for control of Nagorno
Karabaj. The adverse geographical and climatic conditions within this region, has
had an important impact on the Sisian population affected by an economical de-
pression.

The vulnerable inhabitants of the rural zones of the district collect rosehips
that grow naturally in the area for their own consumption. Because they do not
have contacts with interested buyers, or infrastructure for drying the fruit, they
do not collect much of the abundant harvest available. In 2005, after a market
study, the ACF team presented information regarding commercial contacts high-
lighting the potential of the product to the communities. The vulnerable popula-
tion was especially motivated to increase their collection of rosehips in order to
increase their cash incomes. However, when considering the possibility of creat-
ing a drying plant to be managed by a group of interested households, the com-
munities preferred that a local business person manage and finance a part of the
plant, while agreeing to guarantee the purchase of a significant volume of rose-
hips from the communities. ACF supported this income diversification strategy by
supporting the construction of a plant managed by a local businessperson who had
signed a purchase agreement with the pickers. The decision to have the plant
managed by one local businessperson was taken due to the seasonality of the ac-
tivity, the amount of time that would have to be invested in managing the plant
and the possible risks in commercialization.

« Diversification of the sources of income generation through:

- Promotion of new initiatives. For example, initiation of processing activities
to have added value on raw materials.

- Creation of links between different activities, expansion and improvement of
the local population’s position in the chain of production and/or services.

Support for starting new IGA could be directed towards profitable processing ac-
tivities for populations dependent on the sale of primary materials, creating
value-added products. This can also be coordinated with technical improvements
to increase the volume of primary goods production.
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Example 3: Creation of IGA in the Philippines

Philippines, 2005

On the Island of Luzon, northern Philippines, ACF developed a 4-year support
programme for the fishing associations of the zone. Use of the rivers for fishing and
fish production represented one of the main resources for the population; however,
the fishing methods degraded the local environment and its productive potential,
irreversibly reducing the production and increasing the vulnerability of the fish-
ermen. After a food security assessment, ACF identified the possibility of intro-
ducing sustainable production methods and foresaw the opportunity of developing
small complementary initiatives to improve the living conditions of the association
members.

Smoked and dried fish, and sauces made from fish, are widely consumed in
the zone. Taking into account the existing demand, the production of the fisher-
men and the interest of an associated group of women, a drying and processing
plant were constructed, accompanied by a process of training and support in order
to manage the plant and sell the products. In this case it was possible to take ad-
vantage of an opportunity to generate added value and more income through a
support programme for sustainable fishing.

As is true with any type of food security programme, there are no universal recipes
for income generating programmes, rather each context with its specific set of prob-
lems requires solutions adapted to that reality.

IV. The social dimension of the programmes

Even though the aim of the promotion of IGA is to increase incomes, this does not
mean that these programmes do not have other dimensions beyond purely financial
goals. This type of programme can also lead directly or indirectly towards the follow-
ing objectives:

« To increase the social well-being of the communities.
« To improve the socio-economic integration of displaced or refugee populations.

« To promote links of solidarity between community members, especially towards
the more vulnerable population.

« To promote equal opportunities between men and women, by promoting the
participation of women into IGA programmes.
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Example 4: Implementation of group IGA to improve social factors

Argentina, 2004

The social explosion in December 2001 following the political, economic and
social crisis that hit Argentina, left a very high percentage of the population in a
situation of poverty and food insecurity. An initial food security assessment rec-
ommended opening community kitchens to help cover the basic needs of the vul-
nerable urban population.

After a first phase of food aid to kitchens in the worst-off neighbourhoods of
Partido de Moreno in Buenos Aires, and of San Miguel de Tucuman in the northeast
of the country, ACF supported the implementation of an income generating com-
ponent. The programme began by distributing productive goods and materials and
introducing technical training and management for the beneficiaries of the com-
munity kitchens. The IGA were group run and had the objective of covering a part
of the costs of the kitchens with the incomes generated, in order to be able to
offer a more sustainable social service to the most vulnerable people.

From the very beginning stages of the assessment, throughout the programme im-
plementation, it is important to take into account the main objective of the project and
to consider the possible direct and indirect impacts of the activities. Some of the ini-
tiatives may have very beneficial impacts but in some cases, they can also have unde-
sired secondary results. For example, certain selection criteria may target the most
vulnerable households, but at the same time create tensions between different sectors
of the population, such as local people and displaced people. Other negative impacts
that should be considered before implementing a programme include: intercommunity
conflicts between the beneficiary population and those who are not involved, possibil-
ities of saturating the market with a certain product or the undermining of pre-existing
IGA of other sectors of the population. It is also important to consider that the increased
income can also spur different cultural and behavioral changes.

Like any other ACF intervention, the “Do no harm” principle must be respected. Pos-
sible negative impacts must be recognized and avoided. As long as the positive effects of
the interventions are greater than the negative ones, it is usually worthwhile to continue.

V. Why implement IGA?
The ACF food security programmes aim to help the population survive today, but

also to live better tomorrow, and in this sense the income generation programmes
serve as important alternatives. As has been mentioned above in the three first points

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY



of this first chapter, the recuperation and the strengthening of livelihoods and strate-
gies of diversification are fundamental in increasing the ability of the vulnerable pop-
ulation to meet their basic needs, and incomes are an indispensable factor in this
process.

Food security programmes have traditionally focused on the area of agriculture;
however, ACF has developed complementary lines of work to promote food security.
Adapting its interventions with the aim of supporting vulnerable populations to de-
velop their own mechanisms to respond to their needs in a suitable way, and the pro-
motion of IGA has been seen as a valid approach for certain situations.

Through the promotion of IGA, it is possible to reactivate the local economy after
a crisis, recuperate and improve the output of existing activities and create new
sources of income. All these results are important for re-establishing and improving
food security, facilitating economic access to food, and at the same time, helping re-
duce vulnerability by supporting the capacity of the population to manage risks and
prevent later crises. In this sense, although the duration of these programmes may be
short, it is important to take into account the possible long-term impacts.

IGA can improve the family food security when there is sufficient availability of
food in local markets, but the impact will vary depending on the distribution of income
within the household and the use of that income. In the developing world, women use
almost all of their income to cover the family’s needs, while men spend at least 25%
on other uses (FAO, 2005). The increase in women’s incomes has a significantly higher
impact on household food security compared to a similar increase in men’s incomes.

Despite the alternatives suggested by this type of intervention, only a good knowl-
edge of the zone, of the population in the area, and the existing risks, will enable the
objectives to be achieved, and for this the notion of local autonomy is very important.
The more that the programme is focused on suggestions and initiatives of local ac-
tors, the greater its possibilities of success. On the contrary, an erroneous identifica-
tion, due to lack of knowledge of the zone, can produce negative results and
consequently increase levels of vulnerability. The “Food Security Assessments and Sur-
veillance” book offers details regarding methodologies for information collection and
analysis in order to determine the needs of the population.

VI. Some basic principles

The general principles to be considered when initiating a programme to promote
IGA should include the following:

» Protection and strengthening of livelihoods. Interventions must not put the pop-
ulation, their resources or livelihood mechanisms in danger, creating depend-
ency. As was mentioned in point IV, it is necessary to be aware of the potential
negative impacts, weigh their importance compared to positive results ex-
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pected. All attempts should be made to reduce the potential negative impacts
and when the expected positive results are greater than the potential risks, the
programme should be considered.

« Sustainability. Even in cases in which the interventions are designed to be car-
ried out within a short time period, it is essential to think of the long-term sus-
tainable impact of the activity. The sustainability can be increased by involving
the population from the initial assessment and identification phases and col-
laboration with other organisations and actors present in the zone.

« Coordination. A strategy that is coordinated with the rest of the ACF technical
teams in the area as well as with other organisations, entities and public au-
thorities, will create a more adequate response and facilitate a greater impact
by taking advantage of common efforts. The importance of this principle is un-
derlined by the fact that ACF does not offer certain necessary services, such as
sales; it is only involved in improvement and facilitation of the commercial
process.

« Community participation. In all phases of the programme, from assessment to
implementation, participation is one of the pillars on which IGA are built. Moti-
vation and local initiative must be promoted and should be supported whenever
viable, as this is the best mechanism for responding in a sustainable manner.

« Support for local initiatives. The social viability and sustainability of the inter-
ventions will always be stronger if the IGA supported form part of local initia-
tives initiating from the beneficiary communities themselves.

« Accompaniment and technical assistance. Especially in cases involving organi-
sational aspects, creation of new initiatives or strengthening of productive or
commercial aspects, accompaniment and technical assistance during the pro-
gramme implementation can be essential in order to guarantee a good impact.

» Attention to gender issues. Through the promotion of IGA, it is possible to work
towards the improvement of women’s situation in terms of promotion of equal-
ity, and at the same time this effort will have positive repercussions in terms of
food security.
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CHAPTER 2: ANALYSIS OF THE CONTEXT, DEFINITION OF THE
INTERVENTION STRATEGY AND THE PROGRAMME

SUMMARY

« Prior to beginning any type of IGA, a proper food security assessment and eco-
nomic analysis must be made.

« The preliminary analysis will identify the main economic activities and the im-
portance of the various IGA for the vulnerable population.

« To carry out a market study including the production units (IGA,) a systemic ap-
proach can be used that looks at the relationship between the different vari-
ables within the dimensions of the market.

« The collection of information in the field should be carried out using participa-
tive techniques that will help to gain a more complete and accurate under-
standing of the context.

« The factors that limit the functioning of IGA should be identified.
« When proposing a food security strategy focusing on income generation, it is

essential to verify the viability of the activities, evaluate possibilities for coor-
dination, define the role of ACF, and ultimately, envision the exit strategy.

The implementation strategy should be based on the results of the preliminary as-
sessment, taking into account the priority zones and populations to target. This initial
assessment will gather knowledge of the region, its contextual characteristics includ-
ing the economic, social, cultural and other aspects at different levels, and the analy-
sis will allow the formulation of relevant proposals.

This chapter attempts to give a general vision of the steps to follow, the variables
to take into account, and the different analyses that should be carried out when de-
signing an income generating intervention strategy. Though details regarding method-
ology for assessments will not be presented in detail because the book entitled “Food
Security Assessments and Surveillance” of this series is dedicated to the theme, cer-
tain parts of this type of analysis will be touched upon here so that the entire project
cycle can be considered.
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I. From the evaluation of the context to the study of the value chain in
the market

Some information collected in the assessment stage will be seen to have special
relevance for the analysis of the income generation situation. This can be used as the
starting point for making decisions about the relevance of carrying out a deeper analy-
sis through a study of the value chain, in cases where economic access to food and

basic goods is one of the main problems of the population.

The analysis of the livelihood economic zones (LEZ), and the agricultural and so-
cial characteristics will provide information concerning:

« The main economic activities developed in the zone and the main sources of in-
come.

o« Commercial networks and market studies.
« The situation of the infrastructure.

This information will allow for the preliminary analysis of the economic situation, and
of the scale or importance of the various productive activities, including IGA, for the in-
comes of the population. The information can be collected using participative tech-
niques, and visually presented with graphics (Example 5) or flow charts (Example 6).

Example 5: Different sources of income in Bombali district, Sierra Leone

Leone The food security assessment highlighted the importance of non-farming IGA
as source of income, as seen in the following graph:
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Example 6: Market networks in Bombali, Sierra Leone

Principle market links in Bombali

TABLA DE RELACIONES COMERCIALES
De Makeni a las ciudades principales

Other valuable information can be collected while studying the typology of the
population, presenting their basic characteristics: family composition, sources of in-
come, and possession of productive assets, amongst other information. It is important
to prioritize the IGA in terms of income generating potential and population prefer-
ence. This information will help narrow down the subjects to be further studied.

Example 7: Study of IGA in Ugandan refugee camps

In Gulu district, Uganda, ACF carried out a study in six refugee camps with the
aim of monitoring the food security of the population and formulating recom-
mendations for its improvement. One of the results of the analysis was the iden-
tification of the more common IGA developed by different types of households in
terms of their level of vulnerability:
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Table I: IGA BY PERCENTAGE OF ECONOMIC GROUP INVOLVED
1 1
CharocelL
Frewocci
) I l 3 Lower
Crall E® Medide
. X Upper
Boda boda
Brewing
|
0% 20% 40% 60% 80% 100%

After verifying the importance and the type of IGA that different sectors of the
population carry out as livelihood strategies, the analysis should be taken to a further
level. It is necessary to understand how the crisis has affected these activities, or to
identify the elements that impede their better functioning. In summary, it is neces-
sary to use this information to understand the process that leads to food insecurity in
order to define strategy lines for action upon which to develop the programmes.

Using a systemic analysis’® to study of the value chain'™ within the market will iden-
tify the most important elements making up the economic system and determine the
different interactions. As a result, we will gain an overall perspective that will high-
light the factors that could lead to a loss of incomes and could prevent the population
to cover their basic needs.

Fieldwork, continuous contacts with the population and interviews with significant
local actors in the market are all tools that can add to our understanding of how the
situation evolves. Participative techniques are useful instruments for this type of work.
Benefiting from the fact that we are present in the zone, we can guarantee a good
analysis of the situation through continual monitoring.

Food security surveillance systems can offer interesting data on certain indicators
and their variations; this information may be useful as a base on which to design and
adapt the intervention. Other documents, from external sources such as government,
other organisations, etc, can also be useful sources of information.

% ACFIN always recommends the use of systemic approaches, as they help to situate the populations in their context
and facilitate the study of cause - effect relationships between the different elements that build the context.

' The value chain describes all the activities that are required from conception to sales, passing through the dif-
ferent phases of production (including all steps of physical transformation and the different services neccesary) so
that a product or service arrives tthe final consumer.
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Il. The study of the value chain in the market

The process of creating value occurs within what we refer to as the market. An
analysis of the different dimensions of the value chain and the interaction between
them can be a very useful approach. A study of the production units (IGA) will com-
plete the analysis.

This type of analysis can be carried out at different levels, and it is recommended
to start with the activities that are already developed by the vulnerable population or
those that have already been identified for initiation. These studies will help under-
stand the functioning of the IGA in their larger context, making possible to evaluate
the viability of promoting and supporting them.

Il.1. The market

The dimensions of the market include:

« Supply and demand: the dimension in which all transactions between producers,
intermediaries, processors and the final consumer are found.

» Contextual aspects: the various norms and regulations that define the framework
within which the transactions are carried out.

» All types of required services: financial, transport, etc.

To understand the market it is useful to analyze:

e The structure of supply and demand, by looking at:

Relative quantity from the producers (capacity or ability) up to the consumers
(unsatisfied demand).

Type of consumers, evolution of demand.
Evolution of prices (seasonality, stability, etc.).
Technology applied.

Cost of production, of processing.

Tax system.

Transaction costs.

» Access to services:

Financial: credit, insurance, etc.
Information about the market.
Training and education: technical, management, etc.

Provision of goods and materials for production.
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« Influential aspects of the context:

Infrastructure (conditions).

Laws and informal practices in the sector.

Natural resources.

- Customs and cultural practices.
- Gender relations.

The following diagram presents the relationships that can be produced between
the different market dimensions.

Figure 2: MARKET DIMENSIONS AND THEIR RELATIONSHIPS
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Extension Quality Public Services
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This scheme can be applied to any type of activity, whether it be agricultural, pro-
cessing or services, as it helps to understand the links, the potential and the dysfunc-
tions of the system. Also, it is compatible with other types of studies, such as an
agricultural study (the “Agricultural Programmes” book presents the further details of
these types of studies).

We will find ourselves looking at a system in which certain factors inhibit the
proper functioning of the market or reduce opportunities. The existing dysfunction
may be found in some of the dimensions or in relationships between the dimensions.
The origin could be structural, for example the lack of financial services for the vul-
nerable population, or occasional, such as the destruction of the communication in-
frastructure after a natural disaster. It is important to understand the evolution of the
system, how the current situation came about and what the events were that took
place and their consequences at this level.

The information will provide a vision of the market networks surrounding a specific
product and all the actors and factors that are involved in it; the compilation of this
information is considered the value chain of the product. Interviews with medium
sized producers, intermediaries and businesses dedicated to the sector will help ver-
ify the information and determine if the vulnerable population has a possible role to
play within the value chain.

ILIl. The production units, the IGA

We call IGA "production units”, taking into account that processing activities or
services are included within this concept, as all these activities produce value that is
translated into income. To better understand the functioning and classification of the
production units, the following should be analyzed:

Type of activity carried out: primary production (agricultural, livestock, fish-
ing), processing or services.

Factors that can limit or increase the output of the activity:

Different types of capital available: productive goods, labour, natural re-
sources, etc.

- Technology used.

Technical knowledge.

Type and characteristics of demand (local, national, international).

Connection with commercial channels.
Organisation of the IGA:
- Activity developed by a household or by an individual.
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o Sharing of tasks between different members.
o Aspects related to gender.
- Activities in group or by associations.
o Objectives of the group.
o Internal structure.
o Mechanisms for functioning.
- Legal status: formal or non-forma.

The study of these factors will help us to understand the situation and potential
of the vulnerable population within the value chain. The analysis will then identify
their position within the process from the production of the product or service through
the product delivery to the consumer. It will also indicate the specific difficulties that
the vulnerable population faces in generating value through an IGA, and translating
that value into income.

The value chain study gives a general view of the way in which the market func-
tions for a product at local or regional level. Analyzing the production units of the vul-
nerable population, we can identify their role in this process, the specific limitations
they face in regards to their capacity, their goods and their relationships with the rest
of the actors in the market. In this way, in a specific context, we can identify the
causes that have led to scarce income generation or an interruption of the activity. A
diagram can be found in Appendix 4 showing the situation and the difficulties that vul-
nerable producers face in terms of milk production in a rural community in Armenia.

The vulnerable populations often develop more than one productive activity. The
diversification of income sources creates new capacities to respond to possible risks.
It is useful to have information about the importance in terms of family income, of
each activity and how all activities are structured (some productive activities will be
seasonal, others continuous, some independent and others complementary) and which
family members carry out which activities. There will be activities where women take
the major responsibility; others will be done by men, and some mixed. The creation
of calendars that compile this information can be very useful.

The results of the analysis should provide information regarding the difficulties
faced by IGA already in progress, or those that have been interrupted. A list of po-
tential new activities that may be possible to start can also be compiled, taking into
account the following limitations:

« The zone must meet the required conditions: climate, natural resources.
« Access to the necessary productive assets is possible.
« Required technical capacity exists or can be created.

» No social or cultural problems would be faced.
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» Commercial opportunities exist:
- There is demand for the product or service.
- It is possible to have access to the relevant markets.

- A competitive advantage can be offered: better prices, higher quality or bet-
ter productivity.

IL1I. Analysis of the possible lines of intervention

The final results should define the possible activities to promote and the possible
mechanisms through which to support the generation of incomes. However, before ini-
tiating detailed analysis, it is important to limit the field of study to a certain num-
ber of activities in relation to the time and resources available. Depending on the
information gathered in the initial assessment, a few select activities and products can
be prioritized in terms of their importance of demand, possiblilities for income gen-
eration or potential output, as subjects for analysis.

Therefore, for a limited number of prioritized activities, the possible lines of in-
tervention can be contemplated through the exercise of the value chain study. As the
potential range of income generating activities is so broad, the study will help limit
the strategy lines. The final output will identify the activities linked to value added
products (such as post-harvest processing). Programmes can support IGA that are al-
ready in process, suggesting and supporting mechanisms to improve their functioning,
through the creation of working groups that improve capacity for market access or ac-
cess to productive assets. Also, new IGA can be initiated or supported.

lll. Definition of the strategy

Once the problems are identified, it is necessary to develop a programme strategy
to assist the target population to cover their needs and improve their food security sit-
uation. With this objective in mind, the analysis explained in the proceeding points can
be displayed in a problem tree (see Appendix 3 for an example of a problem tree). The
second step consists in the development of a vision of a positive future in which the
limiting factors are overcome, enabling the population to better meet their needs.
This can be diagramed in a solution tree that helps to establish possible alternatives.

The resulting income generation intervention strategy becomes part of the ACF
strategy in the zone. Improving IGA contributes to the objectives of the organisation,
that is, to fight against hunger by:

» Supporting and strengthening the population’s livelihood mechanisms.

« Reactivation and stimulation of the local economy.
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« Diversification of livelihood strategies encouraging economic access to food.
» Re-establishment of self-sufficiency.
« Strengthening of social links and ties of solidarity.

The needs of the vulnerable population cannot always be solved through the pro-
motion of IGA. When improving IGA appears to be a possible alternative to the exist-
ing priority problems, we must ensure the viability of the IGA and establish their
integration with the other technical lines of action of ACF and other implementing ac-
tors working in the zone. It is also important to clearly define the role of the organi-
sation according to its strategic lines and establish a clear exit strategy from the initial
stages. (Appendix 5 shows an example the food security strategy from Indonesia).
Chapter 3 offers more details of the different types of income generating programmes
and the description of the type of population that they target.

lll.l. Viability

Even if the assessment identifies income generation as a possible alternative to the
difficulties faced by the population, it is necessary to evaluate ACF’s capacity to offer
adequate support, and to assess the viability of the intervention, before including it
definitively in the strategy. Viability should consider the following spheres:

¢ Political

It should be verified that the activities can be carried out in conjunction with
the existing public strategies and political policies.

¢ Social

The intervention occurs within a specific context with unique cultural char-
acteristics that must be respected and will play an important role in success
of the programme. The strategy should keep the cultural aspects in mind and
not propose any changes or alterations that could endanger any segments of
the population.

Nevertheless, the existing relationship between social and economic aspects
must be taken into account. As was already mentioned in the previous chapter,
support for IGA is not always the most appropriate strategy for the most vul-
nerable population. The proposed interventions should be adapted to the level
When the population is made up of displaced people or refugees, the pro-
grammes should not influence their decision to stay in the zone or to return to
their place of origin. This does not mean that it is not possible, or in some cases
recommendable, to implement support programmes for refugees or displaced
people, but rather that the activities must be adaptable and mobile, and able
to continue functioning in the people’s place of origin.
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¢ Economic or financial

Even if it sounds redundant, interventions in the field of income generation have
to be studied from an economic point of view. It is necessary to evaluate the in-
vestments and the potential profits of the activities. Activities should never be
proposed if their income earning potential has not previously been analyzed.
The economic yield or financial results must cover the running costs of the IGA,
while leaving the beneficiary population with an income.

¢ Technical

Income generation depends on certain technical processes that must be suited
to the reality of the zone. In the same way extensive sheep breeding would not
be promoted in a livestock programme if there is a problem with deforestation,
neither would a project promote a product for which no comparative advantage
exists for local production (for example, a product that arrives to the local mar-
ket from other zones with a price that local producers cannot offer because of
higher production costs), or services for which there is no demand.

The proposed techniques should be within reach of the population from the point
of view of training and education as well as in terms of the necessary inputs to
put these techniques into practice. The availability of all the inputs as well as
the vulnerable population’s access to them must be verified. In the case of work-
ing with refugees or displaced people, the ability to replicate the activity in
their zones of origin must be taken into account.

lll.Il. Complimentarities with other programmes

The income generating activities can and should be complimentary with other pro-
grammes, thus reducing the risks of duplication'', encouraging transversality'? and
possibly increasing the impact.

Example 8: Complimentary factors between IGA and water and sanitation activities
in Indonesia

Indonesia was one of the countries most affected by the tsunami of December
2004. After a rapid assessment in the tusnami affected zones, ACF began an emer-
gency intervention and later a rehabilitation project.

" Duplicating the same activities and efforts with the other actors in the zone.
2 The organisation specializes in four areas: nutrition, health, water and sanitation, and food security.
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Once the basic food needs were covered, support for the recuperation of pro-
ductive assets was initiated. 1040 families took part in the first phase of the proj-
ect and IGA that had existed previous to the disaster and which would be the most
useful in the reconstruction process were prioritized.

To reinforce the short-term impact, the ACF water and sanitation team con-
tracted households or groups that developed carpentry or welding IGA to construct
wells. The ‘Cash for Work’ programme for rehabilitation of drainage systems also
provided the population the money needed to buy the goods or services offered
by the IGA.

II.1Il. ACF s Role

The importance of the beneficiaries’ participation and the coordination with other
organisations in the zone is of key importance for programmes that promote IGA. The
role of ACF can always be adapted in accordance with the strategy defined for each
case, and according to the existing local capacities and their evolution, as long as it
fits within the mandate of the organisation. ACF’s involvement will depend on each
specific context, ranging from direct implementation to a more specific role of facil-
itating processes or strengthening local organisations.

lll.IV. The exit strategy

ACF does not aim to establish a permanent presence in the zones or countries
where it works. Given that the programmes for promotion and support of IGA strive for
a sustainable impact in the long term, it is necessary to establish some goals that will
help to determine the time frame after which the support to cover basic needs will no
longer be necessary.

The contexts in which ACF works may fluctuate greatly, making it difficult to set
time limits for the programmes. However, it is possible to establish certain criteria for
departure, which may take place when:

» The capacities of the target population are sufficient in order to respond to their
basic needs and face certain foreseeable risks related to the area’s context.

» Information, services, contacts and rights necessary for income generation are
available and accessible for vulnerable people.

« Alocal structure, whether it be through organisations present in the zone or the
public sector, is capable of offering the necessary support.
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Therefore, in order to define the moment in which ACF can discontinue its support

it is important:

« To put in place a surveillance system with regular monitoring that compiles rel-
evant information on the situation of the population and their capacity.

« Establish partnerships with local organisations and institutions to strengthen
their capacities (see Chapter 3 for more information on partnerships).

Example 9: Lines of intervention and partnerships in relation to identified needs

Context

Identified needs

Response of ACF and

interventions of other
partners

Guinea Conakry has suffered
political instability for the
last 15 years. During the 90s
refugees from Sierra Leone
and Liberia arrived. The local
population and those in the
refugee camps (the process
of returning home has begun)
live in a situation of food in-
security.

The social crisis of December
2004 in Argentina caused a
country with 80% urban popu-
lation, and one of the world’s
main food exporters to have
very high levels of the popu-
lation living in extreme
poverty.

As a consequence of the con-
tinuous conflict in Colombia,
large groups of the popula-
tion are forced to displace
daily or to stay in situations
of isolation in open war
zones.
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Support for
agriculture
Inputs
Training and
education

Food
Income
Training and
education

Food

Incomes
Techniques for
self-sufficient
agriculture
Seeds and tools

(WFP distributes food in refugee
camps).

ACF

Monitor the food security situa-
tion.

Rehabilitates and supports agri-
cultural activities.

Supports IGA of refugee and local
population.

ACF supported:

Community kitchens and home
centres for infants.

Promotion of community IGA for
income generation and to main-
tain the community kitchens.
Strengthened a micro finance
entity, and promoted access to
credit for vulnerable entrepre-
neurs.

ACF supported:

Soup kitchens in zones where
displaced people were received.
Agricultural programmes.
Promoted IGA for the displaced
population, providing for the
necessary inputs to initiate the
activity.



The activities can be aimed at different levels, involving either individual or group
activities or take on different implementation strategies including direct distribution,
subsidized sales or revolving credit systems. Income generating activities require a
detailed assessment and continual monitoring, leading to a substantial workload for
the team and for the participating households. Given the time and energy require-
ments, it is generally recommended to limit the scale of IGA programmes so as to en-
sure the quality and impact.
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CHAPTER 3: TYPES OF PROGRAMMES AND ASPECTS TO
HIGHLIGHT

SUMMARY

» The possibilities to act in the field of income generation are very wide, and a ty-
pology focused on two large groups of issues is proposed: the rehabilitation of IGA
and the improvement of output or the creation of new activities.

« The definition of the level of intervention, whether it be household / individual
or in groups, requires an evaluation of the advantages and disadvantages in each
specific context.

» Methods of financing must be established according to the level of vulnerability
of the beneficiary population. The creation of dependence through continual do-
nations must be avoided.

» Special interest must be paid to the creation of a solid team and to a framework
of collaboration with local partners.

The different types of programmes for the support and promotion of IGA are de-
termined by the need to adapt the intervention to the specific context in which it is
located and to respond to the needs of the population. Programmes may aim to restart,
strengthen and develop activities in the sectors of agriculture, livestock, fishing, pro-
cessing and services. They can work at different levels, aiming to improve the lacking
services, to increase technical and management capacity or increase access to the
start-up inputs. The diversity of types of programmes leads ACF to vary its role from
direct implementation to facilitation of the process.

Several criteria are used to determine the types of programmes to be established:

» Type of activity by sector:
— Primary (agricultural production)
— Secondary (industry)
— Tertiary (services)
 Level of intervention:
— Individual
— Group (associations, cooperatives, etc.)
« Nature of support:
— In relation to the productive goods and inputs:
o Provision
o Improved access (installation of shops and/or contacts with suppliers)
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— Improved access to financial services (in point Il some details regarding this
theme will be discussed)

o Creation and strengthening of revolving funds
o Micro finance
o Savings systems

— Increased capability, training and education:
o Technical
o Management
o Group work

— Opening of commercial channels:
o Installation and/or rehabilitation of markets
o Connection with commercial networks

— Improved production techniques

— Promotion of access to information

« Desired objectives (these are usually interrelated):

— Income generation to promote economic access to goods for basic needs

Promotion of gender balance

Improvements in socio-economic integration

Strengthening of solidarity links

Improvement and maintenance of community infrastructure

Improvement in the use and/or protection of natural resources

These criteria will be defined during the design of the programme. In some cases,
interventions combine support to distinct sectors of different natures and apply var-
ied and flexible approaches. There are ample possibilities in the combination of these
variables, which makes it difficult to define types of programmes that can be repli-
cated in very distinct contexts.

The importance of the human factor must always be kept in mind, given that eco-
nomic activities are subject to social habits and customs. The establishment of a closed
classification of programme types can lead to errors, while a wider classification sys-
tem, depending on the larger objectives pursued and the steps that will be carried out
during the implementation can help to maintain a complete vision and the necessary
flexibility.
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I. TYPES OF PROGRAMMES PROPOSED

This section will give a general vision of the programmes carried out by ACF dur-
ing the previous years, including a simple typology of target population, the duration
of the activities and the generalities of the implementation.

The first type of programme will focus on recapitalization activities, targeting
groups or individuals who have lost their productive assets due to external shocks. The
second type of programme will focus on the improvement of the economic results of
existing activities, or the creation of new activities.

As well as differing in terms of objectives and in the type of context in which they
can be developed, these two large groups of programmes vary in terms of their im-
plementation, the activities to be carried out and of course, in their duration. These
two types of programmes will be briefly introduced, along with an explanation of the
contexts in which they can be proposed as alternatives directed towards the recuper-
ation of food security, and finally, a description of the activities included in their im-
plementation will be offered. Chapter 4 gives further details for putting into practice
the steps explained here.

I.I. Rehabilitation of IGA

As previously mentioned, promotion of IGA is not a response to an emergency sit-
uation; in fact it is not recommended in contexts of open crisis and high levels of in-
security, given that in these cases food aid or alternatives to food aid may be better
suited to meet the needs of the population. However, once food needs are covered and
adequate security conditions are met, it can be an appropriate alternative.

The material damage suffered after a natural disaster, a massive displacement of
people, an armed conflict or the sale of productive assets in order to survive periods
of scarcity provoked by adverse climatic conditions or an economic crisis, can have an
impact on the productive capacity of families that had been working in IGA as part of
their livelihood strategy. To recuperate pre-existing levels of food security, the provi-
sion of the lost productive assets can be a first step to rehabilitate the economic ac-
tivities.

The loss of productive goods leads to an increase in vulnerability and possible food
insecurity, which calls for a rapid intervention with short-term results. The distribu-
tion of productive assets is usually directed towards sectors of the population that
were previously working in IGA and thus have previous knowledge and experience.

With the assessment and analysis already carried out, the potential market eval-
uated and the object of the programme defined, the next important activities are:

« Presentation of the programmes to the local authorities and the communities
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« ldentification of the needs of each type of IGA developed by the potential ben-
eficiaries

» Beneficiary selection (point Il offers useful details to define the level of inter-
vention)

« Elaboration of a list of items needed for each activity

« Definition of the procedures for buying and distributing the productive goods
and inputs

Distribution of materials

Distribution of vouchers

Subsidized sales

— Cash for work

« Monitoring and evaluation of the programme:
— Post distribution monitoring
— Monitoring of the income generated
— Impact evaluation

IGA rehabilitation is often a short-term project and there are risks of undermining
the population’s livelihood strategies and creating dependency if this type of work
continues over a longer timeframe.

In order to rehabilitate IGA in the above-mentioned contexts, it is not usually nec-
essary to include a training and education component, given that the beneficiaries
have experience and knowledge of the activity. Training processes are costly in terms
of time and money, and may not be well adapted to the interests of the population
whose time is occupied with working to meet their basic needs.

I.Il. Improving the output of IGA and creation of new IGA

In more stable contexts where the population faces a chronic problem of food in-
security and in situations where livelihood mechanisms are weak and structural diffi-
culties are significant, IGA can be supported and promoted with the aim of improving
the food security and living conditions of the chronically vulnerable population in a sus-
tainable manner.

Abroad range of activities may be developed to optimize the output of activities that
are already being carried out or to create new IGA. The following is an extensive list of
the steps that may be carried out in the implementation of this type of programme:

« Presentation of the programme to the local authorities and communities

« ldentification of the needs of each type of IGA developed by the population,
study of the market value chain
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« Study of the possibilities of developing new activities, analysis of comparative ad-
vantages (activities that generate added value, those of primary production, etc)

 Study of specific markets

» Selection process of beneficiaries (point Il gives essential details for the defini-
tion of level of intervention)

« Assessment of the training and education needs
 Elaboration of a training plan:

Technical

Management
— Business
— Group work

» Elaboration of business plans (this is an activity that the beneficiaries can carry
out during the training process)

« In the case of group work, internal regulations should be defined (again, this is
an activity that the beneficiaries can carry out during the training process)

« Introduction of improved techniques for quality and quantity of production, or
conservation and processing

« Improvements in access to productive goods and inputs:

— Free distribution of productive goods and inputs
i. Direct distribution
ii. Vouchers

— Creation of shops selling inputs.

« Support for access to financial capital:

— Creation of revolving funds

— Creation of rural savings banks

— Support for access to micro credit:
iii. Strengthening of micro finance institutions

iv. Technical support to beneficiaries in applying for and managing micro
credit

« Support in the management of activities
« Improvements in the sales processes:

— Construction of processing infrastructure for products which need treatment
or processing in order to improve sales

— Construction or rehabilitation of markets
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— Establishment of regular channels of information about markets
— Contacts with intermediaries
— Promotion of meetings and commercial fairs

» Monitoring and evaluation of the programme:

— Monitoring of the activities
— Monitoring of the functioning of the groups and households
— Intermediate evaluation and impact evaluation

« Systematization of experiences

It is important to take into account that not all the programmes meant to increase
economic output or create new IGA follow all of these steps. The factors that are iden-
tified as obstacles for the operation of IGA, the access to markets, or the existence of
possibilities to develop new IGA, will serve as the base upon which to design the in-
tervention.

Experience in the field has shown that a minimum period of two to four years is
necessary to create a sustainable base for these types of programmes, a time period
for which some donors do not have funding available. A good alternative is to try to
establish stable partnerships with donors over the long term, with well-defined strate-
gies. The specific characteristics of the context, the capacities of the beneficiary pop-
ulation, the process of forming associations and the influence of external factors can
create obstacles in the progress of the intervention, prolonging the need for support.

Il. WORKING WITH GROUPS OR FAMILY UNITS

One of the essential variables that must be examined when defining the pro-
grammes is the level of intervention: Are we going to work with individual households
or is it more appropriate to work with groups? The answer to this question will have
important implications for the programme implementation.

Interventions on an individual level allow us to work with a determined sector of
the population who share common characteristics, and to direct the intervention at a
clearly limited group of vulnerable people. However, it makes it difficult to offer daily
support and development of the technical and management aspects of the activities
carried out by the beneficiaries.

Example 10: Rehabilitation of IGA in Sri Lanka

In the district of Ampara, Sri Lanka, one of the lines of work for recovery after
the tsunami of December 2004 consisted of the distribution of packages of produc-
tive goods so that 1200 families could reinitiate their income generating activities.
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The beneficiaries were selected amongst the most vulnerable population who
had lost their main sources of income as a consequence of the material damage pro-
voked by the natural catastrophe. It was decided to work at a household level to
support the way in which the population had been working to generate income be-
fore the tragedy, and to recuperate the level of food security previous to the crisis.

The promotion of IGA involving group work offers certain advantages, within which
the following can be mentioned:

Taking advantage of the knowledge, experience and various capabilities that dif-
ferent members of the group offer

In some cases, the activities that are developed require a labour force larger
than that available in a household unit

Distribution of the tasks leading to specialization by members of the group

The strength and the capacity to negotiate in sales and purchases and to estab-
lish market relations are often greater for a group than for an individual.

Uniting a larger quantity of product can increase sales possibilities
Strengthening of social links, solidarity and integration between group members

Having a limited number of representatives allows the programme to work in
more depth, for example, in training and education

Increases the impact of the programme by reaching a larger number of benefi-
ciaries

However, it is not always easy to benefit from these advantages, as risks for the
success of group work also exist and should be evaluated. The following list includes
some of these risk factors:

The group members do not share interests or objectives; they do not really man-
age to form a group

Members fail to assume responsibilities, a risk that is more common in large
groups where it is possible to pass unperceived

Lack of transparency and democracy in group functioning

Internal dynamics that cause conflict and lack of ability to resolve conflicts
Unequal distribution of tasks

A reduced number of group members control the group, ‘control by elites’
Lack of leaders, little capacity for internal mobilization.

Lack of efficiency in IGA management

Low cultural acceptance of group work, or of certain organisational structures
(for example: cooperatives)

Creation of tensions and community conflicts between beneficiaries and non-

beneficiaries
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To make a decision, it is necessary to evaluate the advantages and inconveniences
of all of the possibilities and try to prevent the occurrence of the identified risks. Sup-
port to household level activities as well as group activities can be offered within the
same programme. One of the most important factors to be taken into account in defin-
ing the level of intervention is the usual social arrangements in the zone. Changes in
the organisational system must not be forced, but instead pre-existing structures and
relationships should be reinforced. Processes of social change require considerable
time. Interventions that support and strengthen existing social organisations are bet-
ter appropriated by the beneficiaries, use less effort in terms of resources and gen-
erally give better results.

In the case of an intervention at the household level, systems for selecting bene-
ficiaries can require community participation in the definition of clear and easily ver-
ifiable criteria, as well as in the actual selection of beneficiaries, in order to minimize
the possibilities of conflict between the beneficiary and non-beneficiary population.
However, for the promotion of IGA, the motivation of the beneficiary population is es-
sential, therefore self-selection must also form part of this process.

When a good attitude towards and successful experiences in group work already
exist in the zone, it is possible for the programme to support groups that are already
functioning. In any case, risks will always be present, but efforts can be made to avoid
them through:

« Establishing clear objectives held in common

« Defining an appropriate structure

« Adequate selection of leaders or representatives, using democratic and trans-
parent processes

» Clear definition of the responsibilities of the members
« Promotion of the participation of all of the members

« Establishing mechanisms for regular sharing of information and resolution of con-
flicts

» Membership must be free and voluntary
» Definition of management rules agreed upon and shared by all members
« The group must not depend on external intervention for functioning

Internal regulations for operation compile all the aspects mentioned above, and
Chapter 4 presents this topic in more detail.

Example 11: Results of group work in Sierra Leone

In 2004, Sierra Leone entered into a period of relative calm after years of dev-
astating civil war. ACF changed its food security intervention strategy in order to
best respond to the new peaceful context. Part of the strategy entails the promotion
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of group IGA in Sierra Leone. However, these groups faced many difficulties that un-
dermined the economic efficiency of the activities.

The lack of internal cohesion of the group could have been due to divergent in-
terests and the lack of understanding between members, allowing conflicts to arise
and disagreements to grow when the time came to share earnings and benefits. The
lack of confidence between the members meant that the management of the group’s
money was eventually monopolized in the hands of a few members.

The low income produced by the activities cannot be attributed only to internal
problems, as other contextual factors may have played a role. The zone is geo-
graphically isolated from big cities, access to vehicles is limited, transport costs are
high and the groups depended on inputs arriving from other areas. At the same time,
the population’s knowledge regarding the activities was limited.

The rural agricultural population of the zone is accustomed to working in groups
for activities that require a great quantity of labour. However, there is not a tendency
towards or a tradition of cooperative organisation in the zone.

Example 12: Group work with women in Mali

In the regions of Gao and Kidal, in the north of Mali, within a food security pro-
gramme, ACF began to support already existing women’s associations in 2001, with
the aim of improving the role of women in the local economy.

The women in the associations initiated different types of IGA: handicraft activ-
ities, installation of small businesses and small livestock raising activities. This was
all carried out through a common fund managed by the association that helped the
women to acquire the necessary goods and inputs.

The level of intervention and the type of organisation required may be determined
in part by the conditions deemed necessary in order to improve the economic results
of a specific activity. Different types of organisation with diverse characteristics can
exist, from collective ownership of IGA, to schemes in which members only share cer-
tain responsibilities, such as, for example, the coordinated sale of the same product
produced by many beneficiaries.

This section has introduced some tips for the definition of the most suitable level
of intervention. However, the project should be defined through open discussions in
the communities. It is important that during these conversations no team members
show preference for one way of working over another, we cannot forget that in many
cases the population is very accustomed to NGOs and knows the procedures and may
accept certain conditions or show artificial tendencies in order not to risk losing a
source of financing. The “Agricultural Rehabilitation” book presents additional infor-
mation about levels of intervention.
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lll. HOW TO FINANCE IGA

Even though the existing financial resources for the project implementation can be
used to fund the main part of the activities, such as the necessary productive goods,
the continual transfer of money or goods can lead to the creation of dependency. The
promotion and support of IGA should include consideration of possible distinct meth-
ods for the financing of the goods and materials required for the activities as well as
the services needed for the continued development of the IGA. It is essential to de-
fine a system that avoids risks and creates solid base for later development.

Figure 3: Some basic financial concepts

Delinquent or overdue: being late in payment of a debt or in returning something.

Donation: giving of goods or services without requiring any payment in return.

Guarantee: that which is given as security in case of lack of payment.

Grace period: time period between receiving credit and the date of payment of the
first quota.

Interest rate: price that is paid for access to the money lent, it is seen as a per-
centage of the total of the loan.

Micro credit: small loans given to people with scarce resources and who do not have
access to commercial banks. In general these funds are directed towards self-
employment activities that promote the economic autonomy of the vulnerable
population.

Quota: the quantity of money to be paid in each installment as reimbursement of
credit.

Revolving fund: fund shared by a group in which each member periodically con-
tributes a quantity, from which the members can take loans on a rotating basis
or receive grants.

Soft loans: loans given at interest rates lower than those of the market, with the aim
of promoting or supporting a specific activity.

Solidarity group: form of guarantee in which the group members share the respon-
sibility in case of lack of payment by one of the members.

Financial services for the vulnerable has gained importance in recent years, espe-
cially because of the expansion of micro finance (consult Appendix 6 where the topic
is discussed in more detail) and the ensuing expectations that it has created. The lack
of access to financial services, including not only credit but also savings and insur-
ance, is one of the most important limitations faced by the vulnerable population

3 Microfinance refers to the activites developed by microfinance institutions (MFls).
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when implementing IGA, or in carrying out investments to strengthen existing activi-
ties. For this reason, access to the financial market is considered more of a means
rather than an end.

The existence of informal credit and savings is nothing new. Vulnerable popula-
tions can gain access to loans through traders, family members, contacts etc., and
can deposit savings in community funds. However, in many cases the interest rates
can be excessive, the available services may not be the most adequate for the popu-
lation’s needs and the offer of services is often limited to a restricted group with whom
relationships of trust exist.

When defining income-generating programmes, it is important to decide which fi-
nancial system is most suited to the level of vulnerability of the target population. The
financial system should be selected depending on the populations’ savings and payment
capacity, assets owned (productive or non-productive) and their existing debts. This
type of information can be difficult to collect, but close contact with the field, con-
versations with community members and direct observation can help to obtain a vision
closer to reality. The services offered by other organisations and the existence of com-
munity funds should be investigated.

Even though the ideal would be to initiate IGA with the savings or capital of the
beneficiary population, in many cases some financial support is needed. Three types
of financial mechanisms can be established, depending on the level of vulnerability of
the population with which the project works: subsidies or donations, partial or total
repayment of investment through establishing revolving funds, and support for access
to micro credit.

Chapter 4 details some operational information regarding the three basic forms of
financing explained below.

Il.1. Subsidies or donations

The most vulnerable sectors of the population, especially those that have lost their
productive and/or non-productive assets, cannot usually manage to repay the capital
needed to invest in their activities. In these cases subsidies or donations are the mech-
anisms most suited to their situation of marginal income. Soft loans or micro credit can
lead them into a situation of debt that is difficult to overcome.

In any case, subsidies must be carried out in a limited manner, just to facilitate the
beginning of the activity. Once the activity is in progress, the households or groups will
have some ability to finance with the income that it generates. In case that support
is still necessary, other forms of finance should be evaluated, in which the benefici-
aries repay a part of the capital invested in the activity.
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lilLIl. Revolving funds

Revolving funds are a common financial tool in many developing countries. Tradi-
tionally, certain groups uniting around common interests (for example farmer’s or-
ganisations or trade unions) create a fund through periodic payments that can be used
to different ends. The revolving funds can range from the distribution of cash dona-
tions to loans. Revolving systems vary from context to context depending on the cul-
tural norms. One prevalent system involves all members benefiting from the fund
during a cycle and then waiting until the next cycle to have access again to the fund.

This form of finance often receives support from other organisations that invest
funds in these structures to strengthen them, or the system may also be created di-
rectly through the donation of initial capital. Populations with a certain capacity to pay
can find new opportunities in these funds, especially through interest-free loans for
use in productive investments.

Revolving funds can strengthen the social links between members of the group or
association that manages them. They can also be extended to the rest of the commu-
nity through investing certain amounts in a non-recuperated fund to help the most
vulnerable people or to improve community infrastructure.

As long as the group members continue to make regular payments the system re-
mains sustainable. However, the capital will be reduced in funds that do not receive
periodic contributions, as donations are carried out and as the effects of inflation are
felt™.

I.1Il. Micro finance

Micro finance, and specifically micro credit, attempts to overcome problems in
the operation of the commercial financial market. Much has been said regarding its ad-
vantages, and great quantities of funds have been dedicated to this type of financial
instrument.

It is important, however, to reflect on the ‘why’ of these systems. Any individual
or organisation needs access to financial capital, that is, cash, in order to improve, ini-
tiate or diversify their productive activities.

However, as markets are not perfect and they exclude parts of the population.
One of the expressions of marginality that characterizes poverty is the exclusion from
financial markets.

™ Inflation is the process in which prices increase, reflecting the loss of the value of a currency, meaning that to buy
a certain good more and more money is needed over time.
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Lack of guarantees, the high financial costs of managing credit and savings in
small quantities, together with the risk of non-payment, are some of the reasons
that vulnerable people are categorized as non-bankable by the commercial financial
sector.

In this context MFIs have grown up and been supported. They are mainly dedicated
to offering micro credit though some also offer savings systems and other services,
such as micro leasing. These types of credit services are not necessarily suitable for
the most vulnerable population, given that they have high interest rates, usually a
few points higher than those of the market, short grace periods, short repayment pe-
riods and quotas to be paid weekly or every two weeks. This type of credit is usually
given in order to finance productive activities and not for consumption.

ACF believes that micro credit is not the most adequate financial response for the
most vulnerable people, or for the creation of new activities that need an initial pe-
riod before they start to generate incomes, or those that, due to their innovative na-
ture, can suppose a risk. For certain agricultural activities whose productive cycles are
long and whose dependence on climatic conditions also make them risky, micro credit
does not offer an adequate solution.

While ACF does not directly offer micro credit, we can work in coordination with
MFls and strengthen their services, facilitating the access of the beneficiary popula-
tion to their services and putting them in contact. In addition to the reasons explained
above, ACF does not work directly in micro credit because we do not have the long-
term objective of remaining in the zone and our legal status does not correspond to
that of a banking entity.

IV. THE FOOD SECURITY TEAM FOR IMPLEMENTING IGA

Even though a team is needed from the beginning in order to define the objectives
of the programme and the activities that will be developed, once the funds are avail-
able it will be necessary to define the structure of the team that will be in charge of
the intervention. This will depend on the type of intervention, the numbers of bene-
ficiaries expected and the geographic conditions of the zone. The recruiting process
must allow us to select the most suitable candidates and to be assured that they have
the capacity to carry out the tasks established in the job descriptions. (See Appendix
7 for some examples of job descriptions).

The role of social workers is fundamental to motivate the beneficiaries, promote
their participation and their ownership of the programme. It is necessary to reach a
balance between technical profiles, specializing in the sectors in which the IGA will be
working, and economic profiles. Experience and motivation, together with knowledge
of the context and the issues to be dealt with are essential characteristics of the team
members.
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After all the positions have been filled a special work session is recommended to
explain more deeply the logic of the intervention, making sure that each member of
the team shares a common vision. To carry out this type of programme successfully,
the team must have economic and financial knowledge. It is also highly advisable to
carry out training sessions throughout the programme implementation; this training
can be administered either internally or through other organisations or institutes. The
stability of the team is essential in order to reach the desired impact, and motivation
will contribute to team members’ ability to fulfill their responsibilities in a satisfac-
tory manner.

V. THE PARTNERS

In the field of income generation, activities are developed in different sectors that
may require a high level of specialization on some occasions. The creation of part-
nerships is one of the existing alternatives to strengthen those aspects of the pro-
gramme for which ACF does not have the experience or the necessary knowledge (for
example in the case of micro credit or for the elaboration of specific studies).

At the same time, partnerships help to strengthen the local organisations working
in the area, promoting the improvement of their capacity to respond to needs, and
adding a guarantee of sustainability to the intervention. In this manner, the partner-
ship can serve as an important part of the exit strategy.

The identification of the organisations that work in the zone is the first step in
the definition of possible partnerships. Difficulties may exist at the moment of ini-
tiating stable professional relationships, as both organisations have to share a com-
mon interest, create an atmosphere of confidence, and define transparent
communication and coordination mechanisms. A key requirement of any partnership
is the signing of agreements or memorandums of understanding (an example can be
seen in Appendix 8).

Partnerships are not restricted to the subcontracting of certain activities; if the
goal is to strengthen certain organisations it will be necessary to design a work plan
with this aim and to have the funds necessary to support it. The partners of ACF must
also subscribe to the principles of the organisation.
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CHAPTER 4: INCOME GENERATION PROGRAMMES

SUMMARY

» The activities developed during IGA support programmes are very diverse. They
are planned in relation to the main limitations of the target population.

» The criteria used to select beneficiaries refer to vulnerability levels, capacity
to work, and motivation. Participation must be voluntary.

« The training and education components can include the creation of business
plans, technical knowledge regarding management, commercialization, and in
the case of group work, definition of internal regulations.

» Income generation programmes aim to find suitable solutions to facilitate the
access to productive assets or cash, to improve production techniques and/or
increase the sale of the products or services.

This chapter details some of the activities developed in income generation pro-
grammes. Not all of these steps have to be taken in every context or intervention,
nor do they have to follow a certain order; the typology proposed will give an idea of
those suited to each situation.

I. PRESENTATION OF THE PROGRAMME

The participatory process initiated during the identification and formulation phase
will be strengthened the more that information is spread and understood. If we want
to encourage the ownership of the programme by the community, we must maintain
a constant flow of information during the entire project cycle. In addition to manda-
tory regular meetings it is advisable to use other methods to ensure a good flow of in-
formation. It is possible to decide on a place within the community with easy access
where the information can be regularly updated, or another possibility is the radio, as
in many countries it is the form of communication most often used. The transmission
of radio announcements related to the programme activities is often an effective
method for people to become familiar with the work being carried out. Proximity to
the population and presence in the field will continue to be the best route for an ef-
fective sharing of information.

The presentation of the programme, the way in which it is carried out, the tech-
niques used, and the public to which it is directed, will depend, once again, on the
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context in which the programme is working. The security context will also play an im-
portant role in determining how to present the programme.

Before the general presentation, the local authorities should be informed about the
initiation of the programme. With their agreement, the project can be presented,
sharing the established objectives, the intervention logic and the estimated duration
with the communities.

In case that ACF has not worked in the community in the past, a minimum level of
trust should be build up in order to start the project. When the population has already
participated in a programme with ACF and when substantial changes in the interven-
tion strategy have been made, it would not be a waste of time to verify if the popu-
lation has understood the programme, if they know about the new procedures and the
new focus. Some time must be assigned for these activities in the project plan.

Potentially sensitive aspects, such as the criteria and methods of beneficiary se-
lection, should be explained and discussed with the goal of arriving at an agreement
and avoiding tensions between the community members.

Il. THE BENEFICIARIES AND THE IGA

The preliminary assessment should have already identified the potential and the
limitations of the zone of intervention and the problems that the vulnerable popula-
tion faces in order to start up IGA or to get better results from IGA. However, some ad-
ditional or specific market studies may still be needed to complement the information.

Il.I. The selection of beneficiaries

The information gathered in the assessments and the objectives of the programme
should lead to the definition of the beneficiary selection criteria. The criteria should
not be limited only to indicators of vulnerability and food insecurity, but also include
the capacities (such as capital) that are indispensable for developing IGA. Motivation
will also be a key criterion. The most common types of criteria include the following:

 Social criteria:

— Families with a determined structure

— Women

— Displaced people or refugees

— Do not receive support from other organisations

« Loss of productive and non productive assets (specific for recapitalization pro-
grammes)
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« Availability of capital and some minimal income (more for programmes to im-
prove output or for creation of new IGA)

« The will to participate in financial terms in the IGA (for programmes to improve
output or to create new activities)

« Ability to work, motivation to develop an IGA
« Knowledge or experience in technical aspects related to the activity
« Motivation to work in a group (in the case that the intervention is at this level)

In the case that work is going to be carried out with already existing groups, as well
as ensuring that the members meet the criteria, some requirements can be estab-
lished for the groups. These may deal with the work that is done together, the aim of
the group or the technical knowledge needed within the group. It is recommended to
work with IGA in small groups of maximum 15 to 20 people.

When a group is going to be created, it is best if the individuals forming it know
each other, that they have relationships of trust between them and that they share cer-
tain interests. We should base our work on local initiatives, supporting processes of as-
sociation that come from internal efforts, always keeping in mind that they must
promote the participation of vulnerable people and improve their living conditions
and food security.

The preliminary list of criteria should be presented to the local authorities and
the community. Leave open the possibility of receiving suggestions that could be use-
ful, even though they will have to first be evaluated. Once the criteria are agreed
upon, the selection process can begin, by informing the communities about the re-
quirements under which this will be carried out and the various stages of the process.
It may be helpful to use preliminary lists of the population that meet the established
criteria compiled by local authorities, especially in cases where the intervention will
be on the household level. However, in some contexts the local authorities can use
these programmes and the selection of beneficiaries to gain political support and
power. This type of risk should be taken into account and the methodology designed
in a way in which the misuse of these processes is avoided.

The information regarding the population interested in the programme, their sit-
uation and the activities that they want to re-start, strengthen or create, will be nec-
essary to verify. It will also serve as baseline information about the beneficiaries.
Data compilation and the creation of files could either be carried out by team mem-
bers through the use of questionnaires during interviews with candidates, or the peo-
ple or groups interested in the programme could present their file. In this last case,
it will be necessary to hand out a specific format and explain how to fill out the form
and verification of the information in the field will have to be done.

> Chapter 5 details the elaboration of a baseline.
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Once the information is analyzed, the fulfillment of the criteria and the economic
viability of the proposed activities are verified, a definitive list of beneficiaries can be
created and shared. From this moment, the beneficiaries should have access to infor-
mation about the different activities that will be developed and the conditions of the
support to be offered by the programme. The mechanisms for the operation of the IGA
should be formulated together with the beneficiaries.

Example 13: Flexible process of beneficiary selection in Armenia, 2005

The first phase of promotion of IGA in Syunik, in the south of Armenia, involved
the creation and support of new groups of vulnerable households proposed by the
local authorities. The second phase of the programme expanded and made more
flexible the selection criteria for a more economic-oriented focus.

With the aim of improving the living standard of men and women through the
generation of incomes, three selection criteria were established:

People living below the poverty line

Capacity to develop the activity

Motivation

Groups as well as individuals could participate in the programme that was de-

signed in a flexible manner. Private initiatives that benefit the population were wel-
comed and supported by the intervention.

ILIl. Training and education, a continual process

The training component will have more importance in programmes aimed at im-
proving the output of or creating new IGA than in those that are focused on the re-
capitalization of activities. When group work will be carried out, other training sessions
should be considered with the aim of assuring good functioning of the groups.

The information available from the selection process can be a valuable in deter-
mining training needs. Additional discussions with the groups are also useful in this
process, especially in order to evaluate their level of knowledge and therefore be able
to adapt the workshops. Depending on the situation and the intervention, it may be
necessary to carry out training in:

» Technical aspects related to production, quantity and quality
— Agriculture, livestock and fishing'®
— Processing and services

6 More information on these types of trainings can be found in the “Agricultural Rehabilitation” book.
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» Management and accounting

« Business plan elaboration

« Legal aspects

« Group work, creation of internal regulations
« Commercialization, marketing

Exchanges of experiences between beneficiaries can be as valuable as training ses-
sions; learning from the experiences of other IGA gives positive results, and the ben-
eficiaries will have the opportunity to share ideas, see different management systems
and create networks of contacts. Getting to know the experiences of other groups
outside the programme that carry out successful work in groups can also be very pos-
itive. Appendix 10 gives examples of the themes touched upon in training sessions on
management, business plan elaboration, group work and internal regulations.

While designing the training plan, different aspects must be evaluated, including
the work schedule of the population, as all their time is not available to invest in the
programme. In rural zones, for example, it is necessary to consider the agricultural cal-
endar so that the training sessions do not interfere with the crop cycles, and the pop-
ulation can participate in them. The possibility to train local promoters or extension
workers so that later they give trainings to the rest of the beneficiaries can be an al-
ternative that allows a larger number of beneficiaries to be reached.

There may also be trainings that have to be carried out before the actual material
support is given. For example, when a new IGA is going to be started, before giving out
the productive goods it is recommended to have training sessions in management, to
have prepared a business plan during the training process and to assure that the tech-
nical knowledge of the participants is adequate.

It is also important to evaluate the possibility of collaborating with other organisa-
tions to carry out the trainings as some may be specialized in the themes that need to
be offered. This collaboration can strengthen the local organisations and promote the
existence of local capacity, which is one of the planned aspects of the exit strategy.

Within the training plan, time must be set aside to elaborate or adapt training ma-
terials in relation to the existing level of knowledge of the beneficiaries, and for the
production of the materials. Appropriate training materials should be used depending
on the training methodology and educational level of the participants. The training
process is not limited to educational sessions; regular accompaniment in the field is
also part of this process.

ILIIl. Elaboration of the internal regulations for group operation

When the programme supports work in groups, either with pre-existing groups or
newly created groups, it is important to pay attention to the internal operation of the
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group. As was mentioned in the earlier point, during the training process it is advis-
able to carry out some participative sessions about the functioning of groups. This
process should be used to define the internal regulations of the group, adapting to
the conditions of the area, the interests of the members, their social habits and the
requirements of the activity to be carried out.

The internal regulations document of the group should cover the following points:
« Objective of the group: the mission and vision

« Structure, procedure for selecting the different committees and subgroups

« Responsibilities of the different committees or subgroups

» Entrance of new group members

« Ownership of goods.

» Responsibilities, rights and obligations of each member as well as those of each
subgroup or committee

« Internal procedures: meetings, acts, internal documents of the group
» Mechanisms for resolving conflicts
« Legal aspects

The group must develop this document, but a social worker can help in terms of
format and aspects specific to the legislation of each country and relevant for the
type of group. This document will be internal (an example can be seen in Appendix 11),
but the legalisation of these groups should also be considered.

Even though vulnerable people develop most of their activities in the informal econ-
omy, programmes that work with groups should ensure members’ access to information
regarding the different forms of legal organisations that exist in the country, such as co-
operatives, associations, unions, etc. and their obligations and rights, advantages and
disadvantages. The members of the group, with the support of ACF, can then make an
educated decision under which organisational form they want to be legalised.

Il.IV. Design of the IGA

The preliminary assessment identified the IGA most frequently developed by the
vulnerable population and the limitations that they faced as part of the analysis of the
value chain. The study of the characteristics of the LEZ and the market will offer ad-
ditional data about commercial possibilities and existing demand, and information
should also be available regarding those activities that are especially profitable for the
zone. It may be necessary to carry out more detailed market studies during the im-
plementation of the programme (Appendix 12 offers an example of a market study
and some of the questionnaires used during this exercise).
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Activities must not be promoted if their potential for income generation is not
known. It is essential that the product or service is in demand and that the IGA can
offer attractive prices that will also be able to cover their expenses and generate a
profit for the beneficiaries.

While designing the programme, different scenarios will be elaborated regarding
the budget necessary for supporting the IGA. Distinct strategies for production and
sales may exist based on the knowledge and interests of the population involved. The
exercise of planning the economic operation of the IGA must be carried out by the
beneficiaries, supported by training and consultation sessions directed towards the
elaboration of business plans.

Example 14: The contents of a business plan

Brief General information regarding the group or individual planning to carry out
the IGA: name, location, contact information

Brief description of the activity in process or to be started: what is going to be pro-
duced, processed, or what service will be offered
Marketing plan:
Information about the market of the product or service

Sales strategy: how sales are planned during the period for which the plan is
presented, the activities can have seasonal or constant sales depending on
the type of product or service.

Production plan for the period in question (minimum one year or one productive
cycle).

Production volumes: how much will be produced and when.

Existing capital and its current state: the assets necessary for production or
for offering the service.

Inputs: materials that will be consumed during the production process or the
service.

Labour: all the activities that have to be carried out in the production process
must be considered.
Brief Necessary structure for the management of the activity

Brief Financial plan
Prices and sales volumes: incomes
Operational expenses
Fixed costs
Reinvestment
Expected results
Profit for the beneficiaries
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The trainings and the business plan will be designed depending on the educational
level and the capabilities of the people involved. When the population is illiterate and
limited capacities, this exercise may be unsuitable. The training sessions regarding
management must be carried out before the activity starts so that the basic concepts
such as income, functioning costs, fixed costs, cost recovery on investments etc., are
already familiar to the beneficiaries. An example of a business plan that follows these
guidelines can be found in Appendix 13.

I.V. Economic management of the activity

The business plan is a working tool for the IGA, that once finished will become
fundamental for the management of the activity and the evaluation of the economic
results obtained.

The accounting records and procedures will be sources of information through
which to verify the progress of the IGA. This can be a complicated task for people who
are not used to carrying it out. Simplification of the procedures, training sessions and
support in the field will help to create the habit of keeping these kinds of records.

Appendix 14 gives a brief example of a training guide for IGA management, in-
cluding concepts and suggestions for accounting formats.

lll. RESPONSES TO DIFFERENT PROBLEMS

The factors that limit the successful functioning of the IGA can be varied and the
programmes will focus on distinct aspects depending on the nature of the problems
faced. Some of the solutions that ACF has been putting into practice during the last
few years will be mentioned below, these alternatives can be seen as intervention op-
tions that aim to respond to the question: what is the difficulty that impedes the pop-
ulation from generating sufficient incomes'’?

lll.1. Access to assets and inputs for production

We can find situations in which the families or groups have stopped producing or
do not generate enough incomes because they do not have the productive assets or the
materials needed. In these situations it is necessary to understand why they do not
have these materials, if this is the main limitation that they face for their activities,
if it is a problem only in this moment in time or if it is a structural limitation, and if

7 Assuming that the activities are viable and economically suitable for the zone.
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it is due to a lack of access or availability. According to the answers, the most appro-
priate direction can be defined.

i. Free distribution.

After a natural disaster, or a resulting displacement of people, or after an economic
crisis, the population may have lost all of their goods, amongst those their productive
materials, and may not have the money to recapitalise after the crisis. In these cases,
it is relevant to put into practice a programme of recapitalization, distributing goods
and materials to the population that has the capacity and knowledge necessary for
reinitiating their activities, so that an impact can be felt in the short to medium term.

The same as with food distributions or seeds and tools distributions, this type of
solution should not be considered unless we are facing a case of severe necessity that
the population is not able to overcome themselves. Efforts should be made to mini-
mize the risks that this intervention implies, avoiding:

« Systematic repetition of distributions
» Dependence
« Creation of distortions in local markets of goods and inputs

If the goods and inputs that the population needs are not available in the local
market it is necessary to buy them in other zones and distribute them directly. How-
ever, when possible, it is recommended to buy locally and in this way to support the
growth of the local economy. According to different scenarios, various types of distri-
bution can be done:

« Direct distribution of goods and materials
« Vouchers
» Cash

Example 15: Free distribution of kits in Sri Lanka

In Jaffna peninsula and the districts of Tricomalee and Batticaloa, zones affected
by the tsunami of December 2004, ACF carried out emergency and rehabilitation in-
terventions. Along with water and sanitation activities, distributions of basic goods for
agriculture and fishing, and a Cash for Work component, the programme also reiniti-
ated IGA that the population had been carrying out before the catastrophe.

A total of 1923 families received 1790 kits for the recapitalization of their ac-
tivities in order to restart their income generating activities. The intervention was
carried out with individuals and small groups. The diversity of the IGA was signifi-
cant; 27 different kits were designed according to the type of activity, each one re-
quiring a specific investment.
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Distribution of kits for IGA requires a large logistical capacity. The definition of
the components that are to be distributed is complex, as each activity may require var-
ious different types and quantities of inputs and the use of standard kits may not be
suitable for certain activities. In this type of distribution, the necessary materials and
inputs must be included as well as the productive assets so that the IGA can be put into
place, if not the lack of certain inputs may be a significant impediment to the recom-
mencement of the activity.

When these goods are available in the local market, some of the risks of direct
distribution of kits, such as distortion of local markets, operational overload and ex-
cessive standardisation of the activities, can be avoided through the distribution of
vouchers. After arriving at agreements with local businesspeople, the vouchers are
distributed and can be cashed in for goods and materials from the stores selected by
ACF.

In cases where goods and materials are available in the zone the possibility of dis-
tributing money directly can also be considered, so that the population directly buys
the goods themselves. The transfer can be carried out in various stages so that a mon-
itoring system can be set up to assure that the money is being used properly and to
reduce the possibilities that the money is detoured.

Example 16: Distribution of cash to promote IGA in Guinea Conakry

From 1990 onwards, Guinea Conakry received a total of 150,000 refugees from
the neighbouring countries of Liberia, Sierra Leone and the Ivory Coast suffering
from armed conflicts. Despite the improved political situation and the return of
many refugees to their places of origin, Kissidougou still houses large numbers of
neighbouring populations. ACF has intervened in refugee camps and with the local
population through water and sanitation, nutrition and food security programmes.

Between April 2004 and March 2005, 380 families of Guinea, Sierra Leone and
Liberia were beneficiaries of an IGA promotion programme. 74 groups were created
(95% of them were women’s groups) that were dedicated to 9 types of IGA, amongst
which small stores and basic processing were the most numerous. The programme
gave initial capital to each group, between 89 and 112 dollars depending on the
IGA. Training sessions as well as technical assistance were offered to support the
management of funds and the activity.

ii. Creation of shops to sell inputs

When a problem exists in terms of local availability of certain goods that are nec-
essary for IGA, one possibility to consider is the creation of a shop in order to improve
the availability of goods in a sustainable manner.
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These shops can be created if certain conditions are met:

« Existence of sources of provision that enable the sales of goods at reasonable
prices for the local population

« Financial ability of the population to purchase the products offered
« Existence of local capacity and motivation to look after the shop

» The possibility of constructing or renovating a space that meets certain condi-
tions for storage that has easy access and is secure

The shop itself will be an IGA, and if it appears to be the best option, a local com-
mittee could be set up to manage it, make a business plan, and define the account-
ing procedures. The shop must generate enough income to cover its operation, unless
it is subsidized by a local producer’s organisation.

Example 17: Agricultural shops in Burundi

In 2005, in the province of Ruyigi, Burundi, ACF implemented an agricultural pro-
gramme to improve the food security of the families that returned after a relative
return to peace in the country. One of the main problems that the returning house-
holds faced in reinitiating their agricultural activities was the lack of availability of
agricultural goods. The programme supported the creation of 3 IGA groups to start
up shops selling agricultural and veterinary products in main cities in the region.
With these shops, as well as improving the availability of goods for production, in-
comes were generated for the 30 families involved in shop management.

The shops were given an initial capital, a distribution system was set up, and the
groups were trained in management. The seasonality of agricultural production
meant that constant incomes could not be generated, and this threatened the sus-
tainability of the shops. Therefore, it was decided to follow the suggestions of the
beneficiaries and to stock products for basic needs so that through these sales the
shops could stay in activity throughout the year.

iii. Other possibilities for access to goods

The management capacity of the vulnerable population may be quite low, and in
many cases the level of vulnerability is directly correlated to the existing capacity. To
improve the incomes of this sector of the population, it is not always suitable or ac-
cepted to distribute productive goods that require more capacity than the potential
beneficiaries are able to assume.

In the first chapter, Example 3 shows a case in which the most vulnerable population
did not consider very attractive the creation of a village drying plant for rosehips that
they often collect, though this could have increased their incomes by improving the
sales conditions as the fruit would be dried. Instead they preferred that the management
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be carried out by a businessman rather than taking all the responsibility upon them-
selves. It is possible to improve access to productive assets for vulnerable people by in-
vesting in those who are in a better situation, always when there is an agreement
assuring that the most vulnerable people will benefit from the use of these assets.

Example 18: Repairing of agricultural machinery in Armenia

In the district of Sisian, in the south of Armenia, one of the obstacles for land cul-
tivation and income generation is the lack of access to necessary machinery. Through
an ACF programme to improve the population’s food security, a part of the cost of
repairing 22 machines in 9 villages was financed. The most vulnerable population re-
ceived discount coupons to pay for services carried out by the repaired machines.

I.1l. Access to cash

In some cases economic access to productive assets and inputs is the most impor-
tant limitation faced by the population in developing their IGA. Depending on the vul-
nerability of the population and their ability to pay, certain initiatives to promote cash
access can be put into place.

i. Donations

When the population is very vulnerable, they can receive donations or direct trans-
fers to finance their activities. This refers to the distribution of cash to restart IGA that
was explained in the earlier section. This alternative should not be continued for large
periods of time without an evaluation of the relevance and the risk of creating de-
pendence.

After a crisis, in situations where there are not adequate conditions to restart IGA,
access to cash is a priority for the recuperation of food security, and programmes such
as ‘cash for work’ can be designed. Through the implementation of community work,
reconstruction, cleaning or other types of activities, the most vulnerable population
with the ability to work can take part in the initiative and receive payment in return.
In the books “Food Aid and Alternatives to Food Aid” of this same series or in the more
recent “Cash based Interventions guidelines”more details regarding this type of in-
tervention are available.

Example 19: Support to displaced people in Columbia

Colombia continues to suffer the consequences of an armed conflict that does not
appear to have a solution in the short term. The displaced population as well as those
confined to certain regions have lost their productive assets and with them the ca-
pacity to generate incomes. To respond to their needs, ACF began promoting of IGA.
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The rehabilitation of productive capacities is done through donations to restart
usual activities already familiar for the beneficiaries. The families suffered signifi-
cant losses through being displaced or finding themselves confined, their economic
situation is precarious and does not allow for the consideration of the creation of
payment obligations during this process of reinitiating IGA.

ii. Revolving funds

Revolving funds, presented in Chapter 3 of this book, are a valid alternative for fa-
cilitating access to cash for the vulnerable population, while avoiding dependence and
promoting the involvement in and the ownership of the programme by the benefici-
aries. The definition of the type of system most suited to the zone will depend on the
socio-cultural characteristics and the lending customs of the population.

In IGA support programmes, revolving systems to finance activities can be created
in which individuals or groups of beneficiaries repay the total or a part of the finan-
cial support given by the programme to a revolving fund that permits the continuity
of financing and support to the activities, or the creation of new IGA.

Example 20: Revolving funds in Azerbaijan

The districts of Beylagan and Agjabedi, in the Republic of Azerbaijan, were es-
pecially affected by the conflict with Armenia over the control of Nagorno Karabaj.
Due to their proximity, a large number of displaced people moved to the zone, which
was already affected by the closure of the border.

ACF, after supporting the recapitalization of groups of vulnerable farmers, cre-
ated a revolving fund to finance the improvement of the IGA being carried out. A
committee formed by members of the team and by some of the members of the
beneficiary groups makes the decisions about the distribution of funds and the re-
payment. For now ACF is carrying out the management of the money.

In order to clearly organize the system, several elements must be defined: the ob-
jectives of the fund, the criteria for selecting the activities to be financed, and the
loan and repayment conditions. It is also necessary to create a management and mon-
itoring system to guarantee good use of the fund. Appendix 15 gives an example of a
revolving fund system and Appendix 16 shows a repayment agreement for beneficiar-
ies using the service.

To assure the sustainability of these systems it is necessary to have a group that
can take charge of the management of the fund once the intervention is over; it is eas-
ier to support already existing groups than to create a new one with this goal. Train-
ing, technical support and monitoring during a minimum period of two years is
essential to guarantee correct functioning.
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iii. Micro credit

ACF does not give out micro credit nor is it dedicated to micro finance; however,
in those cases where access to the financial market is a limitation for the consolida-
tion of IGA, it is possible to work in collaboration with a micro finance institution.

This could imply the possibility of increasing their funds in order to direct them to the
target population.

Example 21: Micro credit in Argentina

Through collaboration with the MFI IDEB (Instituto de Desarrollo Empresarial
Bonaerense), ACF facilitated access to micro credit for vulnerable families in Partido
Moreno, Buenos Aires, Argentina.

The funds given by the organisation and managed by IDEB, permitted more flex-
ible conditions of access to micro credit than those normally used by this institution.
The possibility of financing the creation of new IGA was introduced, as was the ex-
tension of the grace period to a week. Solidarity was used as a guarantee for re-
payment.

In a period of eleven months, 442 micro loans were given out, 78% were for
women, and 72% of the IGA financed were small businesses.

In Chapter 3 some of the limitations regarding micro credit were discussed and
Appendix 6 offers more details on the topic.

lil.II. Applied technology

It may be that the production processes being used in the IGA are not the most suit-
able and that:

» Not all the possibilities for production are being taking advantage of consider-
ing the characteristics of the zone and the capacity of the population

» The quantity and/or quality of the final product are low
« Natural resources used in the production process are being degraded

If any of the above are key problems that are limiting the work of the IGA, the pos-
sibility of introducing improved production technology can be considered. In order to
avoid the risk of low acceptance, weak results and frustration on the part of the ben-
eficiaries, it is recommended to choose improvements that do not require a radical
change in technology and for which experience already exists in nearby regions where
good results have been obtained. To facilitate the acceptance by the beneficiaries, ex-
change sessions with people or groups that already have experience with these new
technologies can be arranged.
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Example 22: Technical improvement in honey production in Guinea Conakry

Honey forms part of the diet of the rural population of Guinea, as well as being
a product that can be sold. However, in the region of Kissidougou, the usual ex-
traction process, involving burning the hives, reduces production, quality and de-
stroys the bees, weakening the capacity to continue the activity.

In the Dabola region, some associations specialized in beekeeping began to in-
troduce new reusable hives that facilitate the extraction of higher quality honey. ACF
proposed to the beneficiaries of the IGA programmes (see Example 18) the intro-
duction of these new techniques. They were well accepted and the increase in pro-
duction was considerable: the 3 to 4 liters that were produced per hive with
traditional techniques grew to 25 liters per hive. Technical training was very im-
portant in order to guarantee that the goods and materials were used in the correct
way.

Even though it is more risky, ACF has also introduced IGA dedicated to new types
of production for the intervention zone. When a demand exists for a determined prod-
uct that is not produced locally, it is first necessary to evaluate if the conditions in the
zone are suited to the new product. Only when technical, social and economic viabil-
ity is assured can the risk of starting new IGA be considered. It is advisable to carry
out the production on a small scale at first, as a pilot experience, and when the re-
sults are seen, the possibility of reproducing the activity on a larger scale can be dis-
cussed.

Example 23: Introduction of mushroom cultivation in Vigan, the Philippines

On Luzon Island, in the Philippines, ACF introduced mushroom cultivation with
the aim of diversifying the sources of income of the vulnerable population who made
a living from fishing. Even though this product does not form part of the usual diet,
mushrooms are in demand from restaurants and the sectors of the population with
more resources. The market studies demonstrated that it would be an economically
feasible activity for the area.

The intervention zone fulfilled the necessary requirements for the promotion of
this product. Even though the initial investment was significant, as infrastructure
under which the production would be carried out had to be constructed, the oper-
ational costs were seen to be low. At the same time, the beneficiaries received tech-
nical training in order to apply a simple technology that had already shown positive
results in nearby zones.
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II.1IV. Commercialization

Commercialization is often one of the most difficult aspects that the vulnerable
population faces with their IGA. From the beginning of the programme, we must pay
attention to the information collected in the market studies and develop sales plans
with the beneficiaries, which are adapted to the conditions of the zone.

Difficulties in the commercialization process can dissuade the vulnerable popula-
tion from trying to start IGA. However, these limitations may be due to different fac-
tors: lack of access to the market, lack of information and contacts in the existing
commercial networks, or inability to fulfill certain conditions that make the product
attractive. As well as training sessions on sales techniques, improvements on packag-
ing, product presentation and conserving, may provide other possible solutions.

i. Promotion of meetings and fairs

When the opportunities for exchange of experiences are scarce and there is not a
constant product volume large enough to justify a permanent sales space, fairs and
meetings for commerce can be good methods to promote the products and services of
IGA. Fairs can be held sporadically or periodically, depending if the aim is to create com-
mercial contacts and show the products, or if the aim is to create a stable system of pe-
riodic meetings. The participation of producers’ associations and local authorities in the
organisation of this type of activity can contribute to its continuity in the medium term.

Various factors must be considered when planning fairs. The fair must be held in
an easily accessible place, the space should have adequate conditions in terms of size
and security for the storage of products as well as for the public. The decision re-
garding the date of the event will have to take into account the productive cycles of
the IGA, especially when they are dedicated to agricultural production, given the very
seasonal nature of the activity.

A publicity campaign should be carried out to ensure that the population and the tar-
geted public know the date, the location, and the products and services that will be
found at the fair. The means of publicity used must be suited to the conditions of the
zone; radio announcements can be a good alternative, along with informative posters.

Example 24: Promotion of fairs for sale of cattle, northern Mali 2004

Within ACF food security programme in the north of Mali, various activities were
developed to improve local sales. In response to the suggestions of the beneficiary
communities, of whom the majority are pastoral population, a radio communica-
tion campaign was put into place to promote weekly animal fairs. During a month
the two main radio stations in the region announced the message in French, Arab and
Tmasheq (the local language) at least once every morning and once every after-
noon, to attract transport businesses and Algerian traders to the fairs.
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ii. Construction and renovation of markets

To find a solution to the lack of spaces for exchange, especially when a constant
demand and supply of the products and services exist, a physical market space can be
constructed. This initiative is comparable to the installation of a shop (case mentioned
in section Il.1ii.), that is, the market will have to be constructed and put into opera-
tion with a focus on the generation of income, at least to cover its maintenance.

The physical location of the market and the conditions regarding space and secu-
rity are essential factors in the design of the structure. To manage the market the ex-
istence or formation of a trained group is necessary. The local authorities may be
interested in this type of activity, as it could be a source of regular tax income.

iii. Creation of networks and commercial contacts

Solutions for commercialization problems are not always found in the creation of
new physical spaces for exchange. Information, knowledge of existing commercial chan-
nels, and technical support to establish stable relationships with businesspeople and
traders, can be the most useful resources when local demand for a product is insufficient
but there are other sales opportunities elsewhere, or in cases where it is not viable to
construct a market due to a lack of adequate space, or lack of management capacity.

The establishment of interest groups can improve commercial relationships where
IGA with similar or complementary characteristics are being promoted, connecting the
producers of primary materials to those processing them. Through the spread of in-
formation and the exchange of experiences between beneficiaries, relationships can
be developed that reinforce the position of the products in the market, for example,
by selling together, or by exchanging products or value-added services between IGA.

Example 25: Networking between IGA in Georgia

The strategy of the ACF mission in Georgia to promote IGA groups is structured
in three phases. The first and second phases are directed towards the creation and
consolidation of the income generating activities. The third and last phase, as well
as offering specific training for each group, can include the creation of networks
between the activities.

By August 2005, 14 interest groups had united 47 IGA of the Samegrelo and Abkha-
sia regions in a voluntary process. The networks were created by beneficiaries who
considered them an advantage for carrying out certain tasks in coordination with
other IGA. After several working sessions, the interest groups designed work plans
together. Some of the proposed initiatives included actions to improve their pro-
duction and planning of the development of commercial activities through the in-
stallation of stores managed by the interest group, the unification of all production
for combined sales and the organisation of publicity campaigns.
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CHAPTER 5: MONITORING, EVALUATION AND SYSTEMATIZATION
OF PROGRAMMES

SUMMARY

e Monitoring, evaluation, and systematization are phases of project cycle man-
agement that aim to evaluate the progress in implementation and the results
achieved, analyze the impact of the programme and extract lessons learned for
future interventions.

o Each programme must have a monitoring and evaluation plan.

o These analytical exercises serve to improve the impact of the programmes and
avoid negative results, thus they should be taken into account when revising the
planning.

o Systematization is recommended when there are means to carry it out. It can be
used to share information both internally and externally.

The monitoring, evaluation and systematization phases of project cycle manage-
ment (PCM) are designed to measure the advances in project implementation and the
results and impact achieved, as well as to recognize lessons learned in order to im-
prove the quality of interventions and their impact, in this case, on the food security
of the population™®.

The following section presents the concepts and some recommendations regard-
ing the methodology that can be used for monitoring, evaluation and systematization
of an income generation programme.

I. MONITORING

Monitoring aims to analyze:

e Progress in the programme, the goods and services that are offered through the
programme

» How these goods and services are being used in order to obtain results

« The effects of unexpected external factors in achieving the results

'8 For more details on the topic consult the book “Introduction to Food Security” in this same series.
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During the monitoring phase, attention must be paid to the previous conditions
and hypothesis established during the programme formulation.

I.l. Indicators

To be able to carry out monitoring, it is necessary to establish indicators that will
be regularly evaluated. The logical framework (LFW) of the programme contains this
information, defined according to the objectives of the intervention. In the case of
IGA, the most commonly used indicators for monitoring are:

e Production (whether it be agricultural products, processed products or serv-
ices offered)

— Productive goods and assets
— Techniques applied
— Productivity
o Sales
* Management of activities
o Knowledge acquired and applied
There should not be too many indicators, and they should be:

» Sensitive: The indicators must be sensitive to changes in the situation of the
project; they must evaluate changes in the short term.

* Measurable: The necessary data should be easily collected and measured.
e Achievable

« Specific: The indicators must measure the specific conditions that the proj-
ect is trying to influence.

e Time bound

Appendix 17 gives some examples of logical frameworks used for IGA.

I.Il. Monitoring plan

The type of monitoring, the procedures (questionnaires, interviews etc.), and the
division of responsibilities between team members will be outlined in a monitoring
plan (Appendix 20 offers an example of a plan in a table format).

The initial parameters of the variables on which the programme is focused should
be represented by a baseline that can be used to make comparisons to evaluate the
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advances reached during programme implementation. The data collected during the
identification and definition phase, along with the information obtained during the
beneficiary selection will serve to create this baseline. It may be necessary to collect
some additional complementary information. (Appendix 21 includes an extensive ques-
tionnaire for the elaboration of a baseline in a rural zone.).

The planning of monitoring phases will depend on the type of programme and ac-
tivities developed; agricultural activities are subject to a production calendar that
will differ from those dedicated to services. Other variables must be taken into ac-
count, such as time and resources available.

The monitoring of the recapitalization of IGA often uses two or three phases. The
first, post-distribution monitoring, (PDM), is done in the weeks following the distribu-
tion of goods and inputs for production. During this phase, the main objective is to de-
termine the reception of the goods, their suitability, and the perception of the
beneficiaries regarding the distribution:

» Goods received

o Destination of the goods

o Perception of the quality and relevance of the goods distributed
o Use of the goods:

— IGA
— Sold

— Exchange
» Origin and existence of other goods and inputs
« Initiation of the productive activity and the difficulties encountered
Appendix 18 gives an example of a PDM questionnaire.
The second and third phases consist of the analysis of the functioning IGA; these
phases are implemented once some time has passed since recapitalization (these pe-

riods correspond with the post-harvest monitoring presented in the “Agricultural Re-
habilitation” book). This step looks at:

* Production achieved or services given

e Functioning and profitability of the IGA:
— Productive capital possessed
— Production and yield
— Sales volumes

— Expenses covered
— Income generated

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY “



— Debts incurred
— Access to required services

* Management of the activity, use of accounting records

Difficulties encountered

o Perception of the results of the recapitalization

Other help received

Example 26: Results of monitoring of recapitalization of IGA in Indonesia, 2002

In the province of Maluku, after the explosion of violence that hit the zone in
January 1999, ACF intervened in order to cover the basic needs of the displaced
population. Looking for alternatives to phase out food aid, two consecutive pro-
grammes of IGA recapitalization directed towards displaced and returning people
were put into place in 2001.

The second programme supported 552 vulnerable families in the recommence-
ment of their IGA through the distribution of kits of productive goods for 21 types
of activities. These activities differed by production type (agriculture, fishing, busi-
ness etc.) and by organisational character (individual or group).

The post distribution monitoring indicated a positive result: 82% of the distrib-
uted kits were used by families or small groups. However, it also identified some
weaknesses, or negative aspects: the packages did not contain some necessary pro-
ductive inputs that were expensive for the population, and this was the reason that
26% of the beneficiaries did not use the kits. In addition, some of the goods distrib-
uted did not fulfill the requirements for successful operation of the IGA, such as the
canoes made from low quality wood, and the small sized fishing nets. The subse-
quent distributions took into account the results obtained from this monitoring
phase.

For programmes directed towards the improvement of yield or the creation of new
IGA, due to their duration and the variety of components that may be developed, a
specific monitoring plan should be designed. Amongst other aspects, it may be neces-
sary to monitor the following:

e Trainings:

— Suited to the needs and the time availability of the beneficiaries
— Attendance

— Knowledge acquired

— Operational aspects of the organisation
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e Functioning of the revolving funds:

— Loans given
— Following of the repayment schedule
— Overdue payments or unpaid debts

» Technical improvements introduced:

— Use of new techniques
— Results

o Commercialization channels:

— Use of information disseminated
— Functioning of the markets constructed
— Contracts or formal sales relationships

In cases where beneficiaries work in groups, either pre-existing ones or those cre-
ated through the ACF programme, the monitoring might collect information on the
operation of the groups:

« Division of tasks

« Participation of the members

o Group management of the IGA

» Decision-making process

« Conflicts and mechanisms for their resolution
« Sharing of income

» Motivation of the group

(Appendix 22 includes a format to carry out monitoring of IGA groups). Income gen-
erating programmes have a great potential to work with women and when programme
includes a gender component, some additional indicators might be necessary.

This information, as well as being used to measure the progress of the programme,
the results obtained and the possible unforeseen directions the work has taken, should
contribute to the improvement of the interventions, through incorporating changes
when necessary.

LLIIl. Analysis of the information
The monitoring process analyses quantitative as well as qualitative information.

Quantitative data is generally easier to measure and computer programmes aid in the
data analysis. Qualitative information can be influenced by many subjective factors,
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but proper methodology and software can facilitate the process. Field visits and tech-
nical support will give solid arguments on which to base a relevant evaluation of qual-
itative aspects.

The more flexible the programme and donor’s guidelines, the more value the mon-
itoring will have. In some cases, as has already been mentioned, the monitoring can
identify difficulties that impede the achievement of results, and it will become nec-
essary to propose some variations in the programme, to eliminate some activities or
readapt them according to the analysis obtained. (An example of a monitoring report
can be found in Appendix 19.)

Example 27: Adaptation of the programme according to need, Burundi 2005

In the province of Kayanza, Burundi, IGA dedicated to the sale of agricultural in-
puts with the aim of improving access to productive goods were put into practice
(details can be seen in Example 17).

The monthly monitoring of the operation of the shops demonstrated certain de-
ficiencies in the management of this group activity that could have significant con-
sequences on their sustainability. Scarce knowledge, complexity of some of the
accounting procedures and weak product management were identified as factors
that explained the deficiencies.

The ACF team adapted the established programme in order to offer more train-
ing in committee management, and also proposed new documents for the groups to
help adapt the management procedures to the existing ability of the members.

Il. EVALUATION

Evaluation consists in carrying out an appraisal of a programme in process or one
already finished, as objectively and systematically as possible, focusing on the specific
as well as the general objectives and using the baseline to check the impact of the pro-
gramme. The evaluation can include the following subjects:

» Relevance: Was or is the programme one that best responds to the existing needs
in the zone? Are the objectives well identified? Does this scheme continue to re-
spond to the existing needs?

« Effectiveness: What was the level of achievement of the specific objectives?
How have the results obtained led to the achievement of these objectives?

« Efficiency: Have the financial resources been used in an optimal form to achieve
the results?

« Impact: What have the positive and negative consequences been? Was the de-
sired impact achieved and what are the unexpected impacts of the programme?
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 Sustainability: Will the achievements of the programme be maintained over
time?

Depending on the duration of the programme, various evaluations can be planned.
In programmes designed for two years or more, it is recommended to have both an in-
termediate and final impact evaluation.

The intermediate evaluation is often carried out the by team involved in project
implementation and can be used as an internal exercise. This evaluation helps to de-
termine the progress and identify the possible difficulties or unexpected effects; it is
a good exercise to reorient, strengthen or improve the programme. The evaluation
can focus on specific topics of interest or cover the programme in its entirety.

Example 28: Intermediate evaluation of group work in Azerbaijan 2004

The functioning of 52 groups supported by ACF in Azerbaijan was evaluated in the
summer of 2004. The differences found between the groups made it possible to de-
fine four categories:

A: those that carry out all their work as a group and want to be legally registered

B: those that work together in some activities and individually in others, but in
a stable and motivated manner

C: those that do not work as a group, but are still motivated to participate in the
programme and follow the arranged agreements

D: those that do not work in groups and do not fulfill the commitments to the
programme. These are called «non viable» groups.

The intervention strategy was adapted based on the results of this evaluation,
defining working methods to respond to the different capacities, needs and moti-
vation of categories A, B, and C. It was decided that groups labeled as non-viable,
whose members had no interest in taking part in the programme, would not continue
to be supported and would stop being programme beneficiaries after paying their
debts to the revolving fund.

Measuring the programme impact is an integral part of the final evaluation, but
analysis process depends on the nature of the programme and the objectives estab-
lished. In the case of the IGA, the impact achieved should be analyzed on different
levels:

« Impact on the livelihood systems of the family units:

— Financial capital: Changes in income due to variations in quantity, sources,
seasonality, etc. Increase in access to credit.

— Variation in consumption and in the use of income: increase in expenses for
food and other basic needs. Reduction of family debts and increase in sav-
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ings are good indicators of improvement in the food security of the family
unit.

— Social capital: strengthening of the networks of solidarity, creation of rela-
tionships of trust between individuals, etc.

— Human capital: new knowledge acquired, etc.

— Natural capital: improvements in the use, conservation of natural resources
or in the access to and control over them.

— Physical capital: improvement in the productive assets in terms of access,
quality and quantity.

The use and combination of these new resources will permit the strengthening of
livelihood strategies and lead to an increased capacity to meet family needs through
new incomes. This can be compared with the price of the basic needs basket (a meas-
ure of the cost of living) in order to evaluate the impact in terms of economic capac-
ity of the families.

« Impact on IGA:
— Increase and improvement of productive capital of the activity
— Improvement of the labour force available for the activities
— More efficient and sustainable production processes
— More transparent management
— Better access to credit
— Better access to the market, as suppliers and/or consumers of productive
inputs

Sustainability is another fundamental aspect that must be analyzed when evalu-
ating programmes that promote IGA. When analyzing the income generated, it is nec-
essary to investigate the division or sharing of this income and to check if part is
reinvested by the beneficiaries to use for operational costs, if they are recovering the
costs of their productive assets to avoid that they become obsolete and the activity
stops functioning (see Appendix 23 for a brief study regarding financial sustainability
of IGA).

Example 29: Example of profitability of agricultural IGA in Azerbaijan

The graph represents the income generated by the agricultural activities of 25
of the 52 groups supported by ACF in Beylagan and Adjabedi, in comparison with the
investment made by the programme and by the beneficiaries.

All of these IGA produced incomes higher than the investments made and all
were considered profitable. However, the profits were not similar in volume. Some
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activities did not produce enough income to distribute amongst the beneficiaries
and to reinvest in the operations for the next productive cycle.

To ensure the sustainability of the less successful IGA some external support is
still necessary.

Profitability of activities per ha of cullivation in Boylagan

T S e i Lo |

_

« Impact at the community and zone levels:

— Improvements in the rate of employment in the community
— Increase in the total income produced in the community by its members

— Growth of economic activity, supplying of the markets and existence of services
offered

— Better civic participation

Example 30: Community impact of IGA in Angola

ACF has been working in the municipality of Caconda, Angola, since 1996. The
intervention evolved from an emergency situation caused by the civil war and lasted
through the current phase of reconstruction and development. As part of the exit
strategy, a plan to strengthen civil society and public institutions was introduced, en-
abling them to take responsibility for the management of health structures. ACF of-
fered technical and financial assistance, the municipal health office retook control
of the management of the Therapeutic Feeding Center (TFC), and the association
AMADA (Associacao Mensageira de Ajuda para o Desenvolvimiento de Angola) fi-
nanced certain operational costs (gas and guards) as well as the fresh food for the
TFC thanks to the IGA that were put into practice during the programme.
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Incomes and expenses of the IGA managed by AMADA

From June to November 2005, the first months of the activity, the mill was able
to cover operational costs, including salaries of three employees that assure its oper-
ation, as well as offering the support promised to the TFC. At the same time it pro-
duced significant profit amounting to an average of 300 euros a month, with which the
initial investment was recovered. Even though this activity originally was designed for
more social objectives, it has demonstrated the potential to generate income supe-
rior to that of minimum wage (40 euros) for at least seven people in addition to the
three workers, as well as having an impact on social conditions and solidarity.
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In case the support has not been sufficient, the evaluation is a good moment to
make recommendations that will help to adapt the successive phases, allowing the in-
tervention strategy to evolve.

Example 31: Recommendations of a final external evaluation in Armenia

ACF carried out an external evaluation during the last 2 months of an 18 month
IGA programme in the south of Armenia. The evaluators analyzed the programme and
all its components in depth, through fieldwork and reviewing both internal and ex-
ternal documents. The final report explained in detail the impact obtained, the
weaknesses and strong points encountered and made recommendations for a sub-
sequent 3 year phase including:

» Consolidation of groups and activities initiated in the first phase.

» Evolution of a financial system, avoiding donations, tending instead towards sub-
sidized prices and interest-free loans.

» More flexible criteria and beneficiary selection.

« Search for alternative IGA to carry out at an individual level and with the most vul-
nerable people.

» Evolution of the role of ACF towards that of a facilitator of certain necessary servi-
ces and of technical support

« Increased coordination with existing local organisations
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At the intervention level, the most positive impact of an ACF income-generating
programme is the establishment of solid bases on which the development process can
start.

The terms of reference (ToR) elaborated before carrying out an evaluation will de-
fine the process to be followed, setting out:

» The objectives of the evaluation

« The description of the programme to be evaluated

« The main questions which should be answered

« The methodology to be used to collect and analyze data
« The work plan or chronogram

« The time period and the resources available

» The selection criteria of the evaluation team

« The proposed structure of the final report

Appendix 24 gives some general guidelines for ToR for an evaluation.

lll. SYSTEMATIZATION

«Systemization is the critical interpretation of one or various experiences, that,
from their ordering and reconstruction, unveil or make explicit the logic of the process
lived, the factors that have intervened in the said process, how they have been in-
terrelated, and why they have done so in this manner» (Jara, 1998").

It is an exercise of internal interpretation regarding what has been done, the ‘why’
of the applied focus, the results achieved and their utility. The systematization is car-
ried out by the people who have participated in the programme, with the aim of im-
proving the future work of the team and to share lessons learned.

The fundamental difference between capitalization and systematization is that
systematization is participative: the actors who have been involved in the programme
should take part. In practical terms, resources and time will be needed. The resources
available will determine if a participative methodology is relevant and viable. In any
case, it is important to underline the fact that not all programmes or even a complete
programme can be reconstructed; only the aspects that offer special interest will be
chosen.

Inside a programme, especially those directed towards improving the output and
creating new IGA, distinct experiences will be found. Decisions to systematize certain
experiences over others may be due to:

9 Cited in Rodriguez-Carmona, 1999.
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« The success of the experience, we are interested in the reasons for this success

» The failure, we are interested to know why it failed

« We have put into practice an innovative experience that is worthwhile to re-

construct

A systematization methodology can be seen in the following chart:

Figure 4: Systematization methodology

Initial situation:

Describe the problem or
development opportunity
before the intervention.

Contextual elements:

o Causes of the problem
or opportunity.

» Factors that limited
the possibilities for
local action in order to
resolve the problem or
take advantage of the
opportunity.

Intervention: Current situation:
What was done How does the current situa-
(activities)? tion compare with the initial
When was it done (time situation?
frame)? What are the tangible and in-
Who did it (actors)? tangible benefits?
How was it done Who has received these ben-
(methods)? efits?

With what was it done

(means and costs)? Contextual elements:

Factors that amplified the
Contextual elements: magnitude of the effects or

« Factors that worked in the number of beneficiaries.

favor of the interven- |Factors that restricted the
tion. magnitude of the effects or

« Factors that made the the number of beneficiaries.

intervention difficult.

Initial situation

Process of intervention Final situation

Lessons learned

What would be done in the same way if something similar were to be

What would be done differently if something similar were to be implemented

implemented again?

again?
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Example 32: Systematization of a beekeeping experience in Nicaragua

In the department of Madriz a pilot beekeeping experience was carried out to di-
versify the livelihood strategies of vulnerable families and improve their incomes.
The zone has natural conditions suited to the development of this activity. Once the
intervention was finished, the ACF team carried out a systematization of this com-
ponent because of its innovative character. The lessons learned, mentioned by the
team as well as by the participants in the experience, included the following:

1. A substantial change in the families’ perception of the activity took place
caused partly by the increase in incomes.

2. Technical training and accompaniment were adequate, even though it was
felt that the implementation period was short (two years) and that support
was still necessary.

3. It was considered necessary to reinforce certain aspects, especially those re-
lated to sales and technical support.

Currently a programme with these aims is now being carried out in the same re-
gion.
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CHAPTER 6: LESSONS LEARNED

Some of the lessons learned that could help improve the impact of IGA
programmes are:

« The promotion of IGA is not a usually a suitable strategy for the most vulnera-
ble people, especially those who:

— Cannot work because of certain handicaps, chronic illness or very old age. In
some cases it is possible to find mechanisms to include these sectors of the
population, for example the formation of groups in which some of the mem-
bers have certain incapacities is a solution that can be considered.

— Prefer to be employed by someone and receive a regular salary, given that
they do not have the necessary assets to start and develop an independent
IGA. The few that have the financial capacity prefer to use it in more urgent
necessities such as food, medicine, housing, etc.

— Want to avoid any risks.

— Do not have knowledge and/or minimum capacity on which to base the ini-
tiation of an IGA.

» Market opportunities must guide the IGA.

« In those zones where commercial exchanges are scarce because movement is
difficult due to conflict, insecurity or isolation, IGA have a low possibility of suc-
cess.

« Training and technical support is fundamental for the creation of new IGA.

e Incomes from IGA will very rarely cover 100% of the families’ needs. They must
simply be considered as an extra source of income that contributes to covering
their total needs and the lessening of risk through the diversification of activi-
ties.

« It is always better to start with activities of which the population has cultural
knowledge and previous experience.

« When the level of vulnerability is higher, the initial capital and the technical
ability required from the population for development of the IGA should be lower.

» The potential of handicraft activities is systematically overestimated.

» In many cases the population is already developing IGA and the best direction is
to support them in these IGA, helping to reduce the obstacles encountered.

« Connections between different IGA or with other types of initiatives can bring
very positive results.
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» The initiative for the creation of new IGA should come from the population it-
self.

» The scale on which to develop the IGA should be taken into consideration. For
example, to have market access it may be necessary to create or strengthen
some type of organisation that improves negotiation capacity.

» Two useful questions during the implementation of a programme to support and
promote IGA are: Is it a competitive and profitable activity? This question must
be answered from the essentially lucrative point of view, evaluating the profit
to be gained by the beneficiary population. The IGA must be economically pro-
ductive. It is important to consider how this profit will materialize; in some cases
it will not be possible to evaluate it in terms of liquid cash, but rather in terms
of an increase in productive capital or social services. In the case that the an-
swer to the first question is yes, it is necessary to also ask the following: how
many vulnerable people will experience an increase in their incomes?

Finally, it is necessary to consider that the success of IGA does not depend on the
type of activity, but rather the abilities and the knowledge of the person or group that
carry out the IGA and the socioeconomic context.
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CHAPTER 7: FREQUENTLY ASKED QUESTIONS

I. What is an income generation programme?

Within the area of food security these programmes aim to help vulnerable popu-
lations cover their basic needs and food needs through implementing or improving in-
come generating activities. These interventions can be carried out in urban zones as
well as in rural zones; however, they are not designed for the most vulnerable people,
as they require the ability to work and some minimum knowledge and training.

An IGA is any activity that generates income for the family; the activities can in-
clude agriculture, livestock raising, fishing, post harvest processing and services. In-
come generating programmes are directed towards an economic focus, and aim to
increase the cash available to the family, improve the local economy, and strengthen
the livelihood strategies so that the population is less vulnerable.

IGA can be supported through training, improving access to productive assets and
increasing sales channels. The guidelines for designing the components of the pro-
gramme will be based on the context in which the initiative is developed and the spe-
cific difficulties of the population.

2. What types of income generating activities are sustainable?

Even though it is true that universal recipes cannot be given and specific activities
cannot be recommended, some criteria from which to choose the IGA can be defined.
The existence of a demand for a product is always a necessary condition, the possi-
bility to produce it in the zone under advantageous conditions, for example for a lower
price, with better productivity or higher quality, is another parameter to evaluate.

It is essential to take into account the capacity of the population with whom the
programme will work, their specific knowledge about the production process or the
service, and their motivation to get involved.

In summary, the activities that are most likely to be sustainable are those that: pro-
duce a product in demand, are adapted to the potential of the area and the capaci-
ties of the people involved, and that rely on financial, commercial and other necessary
services that already exist.

The planning of the activity and elaboration of business plans will help define the
requirements of the IGA and foresee future needs.

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY



3. Can IGA be carried out in any type of context?

No, some conditions exist under which it is not recommended to initiate this
type of programme. In contexts where movement is very restricted, or where there
is insecurity due to a conflict, IGA should not be initiated. Also it is important to
consider that these types of programmes are not going to help the population to
cover their immediate food needs; in a situation of food crisis they are not the most
suitable interventions unless they are carried out in parallel with a food aid pro-
gramme.

4. What type of support should we offer?

The type of support will be designed according to each specific context. The lim-
itations that a specific population faces will suggest the focus the programme should
follow. Support can be directed towards: improvement of productive assets, strength-
ening knowledge, increasing access to money, supporting commercial networks, etc.
The options that are most useful for the problems faced will have to be considered and
several of these possibilities can be carried out in conjunction, always after having
studied their relevance and potential impact.

5. What financial support is needed?

Experience has shown that the more that is invested, or the more initial capital
that an IGA has to work with, the greater the chance of success. However, the quan-
tity to be invested by the programme will differ according to the vulnerability and the
management capacity of the people. For more vulnerable populations, it is preferable
to initiate IGA that require lower amounts of capital. Also, the profitability of the IGA
must be taken into account; the quantity invested must be sufficient to assure the
continuity of the activity with the income generated, while at the same time produc-
ing some profit for the group members or their families.

Another distinct aspect to consider is the origin of the investment, and in what
form the funds are allocated. While considering the options, it is recommended to
keep in mind the possibility that the beneficiaries put in some money, either savings
or productive assets, so that their involvement will be greater and therefore the pos-
sibilities of success will be stronger. Also, it is necessary to think about the evolution
of the financial support to the IGA. A system can be designed that strengthens the in-
dependence of the activity, through permanent access to finance in the form of re-
volving funds or micro finance institutions.
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6. Should family units (individuals) or groups be supported to carry out IGA?

Group work can bring increased benefits by uniting capacities, abilities and labour
of a greater number of individuals. Groups should be favored in cases where they are cul-
turally accepted and traditionally used for the activities. However, the formation of new
groups supposes a significant effort in terms of training and a greater time investment.
It is more realistic to work with small groups between 10 to 20 members for group busi-
nesses, given that amongst other reasons, each member has to have an active role within
the IGA, and large groups can have more difficulties in terms of internal operations.

Some productive activities may need a certain scale of organisation to ensure a good
economic output or profit, and this factor must also be taken into account. Cooperatives
or associations can also be supported when experience and interest exists. This can be a
way for the programme to have a long-term impact on a large number of beneficiaries.

When it is not possible to work with groups, because of an existing tendency to
work on an individual level, group work must not be forced. The monitoring and tech-
nical support needed for individual IGA will reduce the number of beneficiaries possi-
ble for the programme.

7. Is micro credit a useful tool for income generation?

Micro credit has created many expectations because it tries to correct an imper-
fection in the market that is the lack of financial services for the vulnerable popula-
tion who are considered not bankable. The expectations created by micro finance are
many. However, the existing experience to date refers to tools to be used for certain
productive activities that have a short cycle of income generation. These systems do
not favor the most vulnerable population, for whom savings may sometimes be more
useful than credit.

It is important to take into account that micro credit can be a means to improve
the IGA of the vulnerable population, but it is not a goal in itself. Alone it cannot re-
solve the problems faced by the poor.

8. When should support for an income generation intervention finish?

It is impossible to establish a time limit after which to end the support offered by
these types of programmes, but instead some parameters can be established that help
to evaluate when the withdrawal may occur.

Once the activities are reinitiated or implemented, there are clear indicators of
sustainability and the required services such as access to financial capital, sales chan-
nels, etc, exist and are accessible, the initiatives can finish.
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9. Is there a relationship between this type of programme and the other
programmes developed by ACF?

Income generating programmes are closely related with the other food security
programmes as well as with the other technical sectors of ACF. To respond to the needs
of the population it may be necessary to coordinate different types of interventions.

IGA can be used when phasing out food aid programmes or be linked to agricultural
activities.

At the same time, coordination with water and sanitation programmes can be
done, supporting beneficiaries with IGA who can also help construct or rehabilitate
the water and sanitation activities. Improvements in production and availability of
food in quantity and quality can also strengthen health and nutrition programmes.

As has been demonstrated, income-generating programmes, depending on the con-
text, can be a positive alternative in order to improve the food security of the popu-
lation. In addition, they can help to increase the impact and the sustainability of ACF’s
strategy in the zone.
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Figure 1: Livelihood system
Figure 2: Market dimensions and their relationships
Figure 3: Some basic financial concepts
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APPENDIX 1: GLOSSARY OF ABBREVIATIONS

ACF-E:
ACF:
CEPAL:
CFW:
ECHO:
FA:
FAO:
FFW:
FS:
HoM:
HoP:
IDP:
IGA:
LEZ:
LFW:
MFI:
MoA:
MoU:
NGO:
PCM:
PDM:
RF:
SNC:
TFC:
ToR:
UN:
UNCTAD:
WFP:

Action Against Hunger Spain

Action contre la Faim International

United Nations Economic Commission for Latin America
Cash for work

European Commission Humanitarian Office/ Aid

Food aid

Food and Agricultural organisation of the United Nations
Food for work

Food Security

Head of Mission

Head of Project

Internally Displaced Population

Income Generating Activity

Livelihood Economic Zone

Logical Framework

Micro finance Institutions

Ministry of Agriculture

Memorandum of Understanding

Non-Governmental Organisation

Project Cycle Management

Post Distribution Monitoring

Revolving Fund

Supplementary Nutrition Center

Therapeutic Feeding Center

Terms of Reference

United Nations

United Nations Conference on Trade and Development
World Food Programme of the United Nations
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APPENDIX 2: GLOSSARY OF KEY TERMS

Alternatives to food aid: Actions to ensure that food products and primary needs (in
areas of health, hygiene, water, clothing, etc) can be covered through an increase
in access of a determined population, to prevent underlying or direct causes of
malnutrition.

Baseline: The result of collection and analysis of information that offers a detailed
view of the situation of the population and the zone before starting the work.
Later comparisons can be made between these initial levels and those achieved
during and at the end of the intervention to be able to evaluate the changes that
have taken place.

Basic family basket: Collection of goods and services of primary necessity that rep-
resent the basic consumption of an average family.

Coping strategies or adaptation mechanisms: Behaviour adopted by the vulnerable
population before a crisis, or unfavourable event, to reduce risks and threats to
subsistence. When these strategies are not sustainable they may endanger the food
security of the population.

Debt capacity: Concept that reflects the ability of an individual, family unit or pro-
duction unit to make monthly payments. This is used in the process of granting
loans to evaluate the total amount that can be given without putting at risk the
future productive and economic capacity of the borrower.

Exit strategy: Strategy that establishes the different stages that will lead to a grad-
ual end to the support of the organisation and the subsequent closure of the mis-
sion.

Food Aid: Making foodstuffs available and accessible to a given population, in terms
of quality and quantity, in such way as to avoid malnutrition and diseases.

Food needs: Quantity and quality of minimum necessary food required by the human
body for complete development.

Food Security: Food security is ensured when all people, at all times, have access
economically, socially and physically to sufficient, safe, and nutrition food that
satisfies their nutritional needs and dietary preferences, allowing them to live ac-
tive and healthy lives. Food security of households corresponds to the application
of this concept on the family level, with the centre of attention focusing on the
individuals making up the household (FAO, 1996).

Impact evaluation: A study that measures the realisation of the fixed quantitative
and qualitative objectives and determines the positive and negative effects of the
activities.

Income: Monetary resources or in kind that an individual, or family unit, gains as a re-
sult of productive activities.
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Income Generating Activities: Any type of activity that enables a person or a house-
hold to generate revenue. Incomes generating activities are important in terms of
creating sustainability and improving accessibility to basic food and non-food prod-
ucts.

Indicator: A measurement that shows the changes or the results of an observed ac-
tivity. (Euronaid, 2002).

Informal economy: Part of the economic activity that is not seen in statistical or fis-
cal records.

Livelihood: The combination of all activities carried out in relation to the available re-
sources that allow a family to cover their needs, to continue surviving and to de-
velop.

Logical framework: The logical framework is a tool for programme planning. It pres-
ents, in a matrix form, the relationship between the programme’s overall objec-
tive, the specific objectives, the expected results and the activities. For each of
these, the following must be specified: objectively verifiable indicators, sources
of verification and assumptions or external factors. The inputs (costs and re-
sources) are also included. The LFA serves as a basis for the proposal.

Micro business: Small business with limited production systems, financial sources and
labour. The production is often small-scale and can be industrial, agricultural or
service oriented.

Micro credit: Small loans given to people with scarce resources and without access to
commercial banks. In general these funds are directed towards financing activities
of self-employment that encourage the economic self-sufficiency of the vulnera-
ble population.

Micro finance: Sector dedicated to offering financial services to the vulnerable pop-
ulation, including credit, savings and other services such as leasing.

Monitoring: Monitoring is the continual process of data collection and analysis, which
should take place as the project is being implemented. It is based on indicators
that are collected regularly. The actual progress is compared to the planned out-
comes and activities, in order to identify necessary remedial actions.

Moral hazard: Refers to situations in which one side of the market cannot recognise
the type or the quality of the goods of the other.

Participative Approach: All methodologies that are based on the participation of the
local population. With this focus the aim is to promote work with the population,
in this way we can identify the priorities and problems of the population and pro-
pose suitable solutions.

Process of de-capitalisation: Occurs when the coping strategies, or adaptation strate-
gies, put into practice by vulnerable families bring about a loss of productive as-
sets and for that reason threaten the productive capacity of the family.
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Productive Capital: Any type of asset that contributes to the family economy. Pro-
ductive capital can be tools, animal or land that aid in an economic or subsistence
activity.

Profit: Difference between the total income obtained and the costs that are incurred
in the production and sale of a good.

Profitability: Concept that is used to reflect the capacity of an activity, or productive
process, to produce benefits during a determined period of time. The evaluation
of profitability of an activity depends on the income achieved, the stability of the
profit, the relative value in terms of local prices, etc.

Project Cycle Management: The project cycle includes the various stages of a proj-
ect: programming, identification, formulation, financing, implementation, moni-
toring, and evaluation. PCM is an approach that aims to improve the management
of the project cycle, using various tools (e.g. causal analysis, LFA, monitoring and
evaluation techniques, etc.).

Purchasing power or power of acquisition: Level of income that permits purchases
or access to markets.

Risk aversion: When a person does not want to take risks; in economic terms it can
be said that it is preferred to have a steady, secure income, even if it is scarce,
rather than taking a risk with something unsure. The most vulnerable population
is often averse to taking risks.

Savings: Part of income that is not spent on goods or services for everyday consump-
tion.

Subsidized price: Price that does not reflect the real price, as a percentage is fi-
nanced through some type of donation.

Sustainability: Concept that reflects that the objectives or impacts aimed for by a
programme are maintained in the medium and long term.

Unit cost: Cost for one unit of a product that includes all the expenses for production
and services that have been used during the process.

Value Chain: Description of all the activities that are required from the beginning,
passing through the various phases of production (including all combinations of
physical transformation and the different services necessary) until a product or
service arrives to the final consumer.
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APPENDIX 4: VALUE CHAIN ANALYSIS

Map of Actual Situation of Dairy Sector

To see how the villagers are using and selling their milk, it is useful as a first step
to map the steps and directions of the dairy business from the village to the final mar-
ket. It is important to find out about constraints at each step, and to get a rough idea
of quantities and prices. It is equally important to talk to the businesses involved as
well as the villagers who sell milk. This map lacks detail regarding real volumes and
costs, and has little information about the conditions of sale in the final market. How-
ever, a main conclusion can be drawn that the villagers have a lack of access to mar-
ket for their milk and so are either using a lot of dairy products at home or are selling
and bartering in irregular conditions. Cheese production is being carried out at home
because of a lack of alternative, which could face even further obstacles as quality re-
quirements from Yerevan traders increase.

Map of Proposed Dairy Development from Dzorer Valley

This second map includes suggestions from local actors in the dairy business on
how they would see the development of the dairy sector in order to solve this prob-
lem of lack of access to milk market for villagers. Two main opportunities include the
establishment of a milk-cooling center owned by the milk collector, who already has
regular business connections to a well-known milk buyer, but who has no infrastruc-
ture. A second option would be the establishment of a small but modern cheese fac-
tory in Lor village to replace the practice of cheese making at home. This option was
proposed by many villagers who would prefer to sell raw milk within the village and
later collect whey for pigs, therefore having a secure milk market and avoiding the risk
that they have to barter homemade cheese for low prices.

This second map is a tentative look at the options villagers and local businesses sug-
gest in regards to the problems that were raised in the first map. The next step would
be to look at real feasibility studies of the two businesses and to understand in more
detail the market potential for the cheese made in the new Lor factory.
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APPENDIX 5: SUMMARY OF THE ACF-F FOOD SECURITY STRATEGY FOR
ACEH 2005

1. Introduction

Immediate recovery of sustainable livelihoods is not possible and large sections of
populations will remain dependent on external aid in the mid- and longer-term. Food
aid will continue to be an important need (with or without ACF involvement), but it
must be ensured that it will not (i) be used as a political tool to control the popula-
tions, (ii) lead to dependency, (iii) result in food and labour market price and wage dis-
tortions?, or/and (iv) create disincentives to food producers and traders. At the same
time, sustainable recovery will be promoted wherever and whenever possible, with-
out creating future vulnerabilities?’, and encouraging an early return. ACF will use an
integrated FS and Watsan (Water and Sanitation) approach to accompany the affected
populations to their chosen resettlement sites (host communities, return to affected
lands/villages), without creating incentives for people to settle in areas contrary to
their preference. The risk of humanitarian aid being used as a pull factor, particularly
in the barracks, will be monitored closely. Hence, ACF will concentrate its aid outside
the barracks in the first phase??.

The affected populations are well educated, the soil is fertile, and the economy
was well monetized and organised before the tsunami. These offer good grounds for
recovery. A participatory, bottom-up approach is hence a must, in order to capitalise
the existing know-how and to promote a quick recovery, adapted to the local context.
The emphasis will be put in recovering the economy, not in creating new activities.

Coordination with other key actors and follow up of implemented projects and re-
sults (e.g. reconstruction of roads) is crucial in order to avoid duplication and to ben-
efit from lessons-learnt. Additionally, the final results of ACF FS activities may be
linked with other projects (e.g. marketing of fish is dependent on access to trade net-
works).

The overall objective of ACF food security activities in Aceh is to:

Improve the basic living conditions of populations affected by the tsunami or/and
the earthquake.

The project purposes are to

Address the immediate food needs of the affected populations.

20 Aceh province is a rice surplus production area.

2 Sustainability and impact on environment are key issues in the rehabilitation/recovery, e.g. over-fishing was com-
mon in Aceh prior to the tsunami and a return to the same unsustainable situation must be avoided.

22 Food aid will be distributed to all population, including those who have moved to the barracks.
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Contribute to a rapid and sustainable recovery of livelihoods of the affected pop-
ulations.

Type of beneficiaries: People directly or indirectly affected by the tsunami (host
communities)

Potential responses to FS needs can be categorized roughly into three groups:

1) Needs that can be addressed only through long-term intervention strategy and
commitment and will have a long-term impact (i.e. are sustainable). E.g. agri-
culture on affected lands, fishing with support structure (e.g. ice plants, com-
mercial networks and access), rehabilitation of communication and commercial
networks, including roads, ...

2) Needs t hat can be addre ssed immediate ly, but the in terventions have a
long/mid-term impact (i.e. are sustainable). These Quick Impact Projects will
help people to rapidly re-establish an activity, drawing on already existing sup-
port networks, social organisation and know-how, and will provide rapid re-
sults?. E.g. distribution of material for making fishing nets, construction of
boats, grants to encourage petty trade, distribution of material for skilled work-
ers (masons, carpenters, tailors...) and potential to link these with ACF activi-
ties (cash for work or we purchase, currently done for latrine roofs, water
filters).

3) Needs that must be addressed immediately, but the interventions are unsus-
tainable in the long run, e.g. food aid or cash for work.

Food security activities will be put in place in 3 phases. These involve a gradual
phasing out of an emergency approach (notably food aid) towards more sustainable ac-
tivities in the long-term and promote recovery and independence of the affected pop-
ulations:

First phase: Immediate aftermath of the tsunami (Jan - Feb/March)

« The immediate food needs are covered in the immediate aftermath of the
tsunami: 89,000 directly and indirectly affected people receive a daily food ra-
tion

» The impact of food aid is monitored and its adequacy evaluated: Study and eval-
uation of Food Aid and PDM

« Rapid assessments

Second phase: Transition phase from emergency to post emergency (March -
April)

» Phasing out of food aid while maintaining a capacity of reaction:

2 These activities should not tie the people to their current place of settlement, given that the government relo-
cation policy is not clear.
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o Handover of general food distributions to other organisations
o Creation of an emergency food stock of 2,000 15-day rations
o Distribution of nutritional complements

« An improved understanding of the food security and livelihood situation is
gained: FS assessment

» Access to income and the economic recovery is promoted (1 phase):

o Cash is injected to the society: 4,000 people are involved in cash for work ac-
tivities for 20 days (80,000 man days)

o 1,040 people benefit from grants or material kits to support the quick re-es-
tablishment of their income generating capacity (distribution of 120 kits to
groups and to individuals).

Third phase: Post emergency and recovery (April - December)
» Access to income and the economic recovery is promoted (2" phase):

o 5,280 people benefit from grants or material kits to support the quick re-es-
tablishment of their income generating capacity (distribution of 880 kits to
groups and to individuals).

o 5 market places are reconstructed directly benefiting 100 trader households
(400 people).

« Agricultural rehabilitation and recovery is enhanced:

o 300 Ha of land are rehabilitated and seed, tool and fertilizer kits are distrib-
uted, benefiting 320 farmer households (1,280 people)

o 5,000 vegetable and/or rice seeds kits are distributed to indirectly affected
households (20,000 people)

« Sustainable recovery of fishing activities encouraged: 100 fishermen households
(400 people) benefit from improved access to boats and fishing equipment

» Access to adequate housing is improved:

o Construction of housing or distribution of housing kits to directly affected pop-
ulation

» Food security and livelihood situation is followed up in a systematic manner:
Food security surveillance

Total number of direct beneficiaries:
Food aid: 89,000
IGA and economic recovery: 11,720

Agricultural rehabilitation and fishing: 22,680
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2. Presence of other FS/livelihood agencies in ACF intervention areas

ACF is the only agency implementing food aid in its intervention areas. The table
below presents key FS/livelihood agencies per sub-district and activity.

- Mercy corp ere omer™s other &N

Lamno-Jaya Fishing Potentially
1ntegrated World
livelihood Vision,
Millenium
Sampoiniet — - To be — - -
followed up
Setia Bakti = = = = PCI =
Krueng IGA, — — — Acted USAID
Sabee fishing, (Calang)
Watsan
Panga Potentially = = = = =
IGA, fishing
Teunom Fishing, = = = = USAID
Watsan
Arongan = Potentially | CFW, = = =
Lambalek CFW, plans for
livelihood livelihood
Samatiga — CFwW, CFW, plans - Potentially —
plans for for livelihood World
livelihood Vision
Wyola Barat* — — — — Potentially | Peace
Peace Winds
Winds
Wyola — — — — Potentially | Peace
Tengah* Peace Winds
Winds
Bubon* = = = = =

* Not directly affected by the tsunami, but a zone hosting displaced people.
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APPENDIX 6: FINANCIAL SERVICES FOR VULNERABLE POPULATIONS:
AN EFFICIENT TOOL TO REACH ACF MISSION?

1. Summary

The modern microfinance movement started in the 1970s when pilot programs in
Bangladesh, Bolivia, and other countries began to provide small loans to groups of vul-
nerable women to invest in economic activities.

By lending to groups of women where every member of the group guaranteed the re-
payment of all members, these microcredit programs challenged the prevailing con-
ventional wisdom that vulnerable people were not able to repay loans or save on a
regular basis. It appeared that when offered appropriate services meeting their needs,
a very important percentage of them would repay loans with interest. As a result, mi-
crofinance institutions (MFls) providing financial services to vulnerable populations de-
veloped. The range of products - credit, savings, money transfers, microinsurance - has
expanded as MFls developed a better understanding of the needs of their beneficiaries.

In 2004, ACF issued a first positioning paper on microcredit in which ACF decided
not to develop microfinance activities but would explore the creation of revolving
funds and partnership with microfinance institutions. Since then ACF has implemented
several programs using financial services. In the meanwhile the microfinance sector
changed significantly and new literature was published.

The objective of this Positioning Paper is to update and clarify ACF positioning vis-
a-vis the use of financial activities to reach its mission.

Note: for the purpose of this Positioning Paper “Income Generating Activities” is
taken with a broader sense. They include household IGAs as well as IGAs for small groups
within the community. WASH programs sometimes include this second type of IGA.

Main ACF Recommendations

v

ACF recommends analyzing whenever appropriate microcredit as a potential
funding mechanism for IGA projects;

> ACF should never become a formal microfinance institution or register as a
banking institution;

> ACF recommends identifying in advance potential partner MFI in areas of ac-
tivity;

> ACF encourages microfinance activities done in partnership with specialised or-

ganizations (credit & saving cooperatives, rural banks, village banks, NGOs spe-
cialized in the microfinance sector etc)
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> ACF does not recommend setting up new revolving funds

> ACF recommends introducing beneficiaries with MFls offering formal saving serv-
ices

Alternatively, ACF encourages setting up saving groups in partnership with pre-
viously established community organizations

2. Main Microfinance Concepts

What is microfinance?

Microfinance offers vulnerable people access to basic financial services such as
loans (or microcredit), savings, money transfer services and micro-insurance.

Vulnerable people usually address their need for financial services through a vari-
ety of financial relationships, mostly informal. Credit is available from informal mon-
eylenders, but usually at a very high cost to borrowers. Savings services are available
through a variety of informal relationships like savings clubs, rotating savings and
credit associations, and other mutual savings societies. But these tend to be erratic
and somewhat insecure.

With time and experience, microfinance institutions have developed a variety of
financial services to meet the needs of vulnerable populations. The main financial
services that MFls offer are:

» Loans: the best-known microfinance product, microcredit provides an amount of
money to beneficiaries to develop income-generating activities. It can be used
for working capital or investment in equipment, livestock, seeds etc. Loans are
repaid with an interest.

« Savings: because traditional commercial banks tend to ignore vulnerable popu-
lations, MFls developed saving services to offer safe, secure and accessible de-
posit services. Some programs require compulsory savings before a loan is
provided. Other MFIs developed voluntary saving products, which have been par-
ticularly well received by vulnerable beneficiaries. But in some countries NGO
microfinance institutions are not permitted to collect deposits.

» Remittances and money transfers are used by many people as a safe way to send
money home. Remittances are subject to technology innovation such as money
transfer using mobile phones to reach more people living in isolated areas.

» Micro-insurance helps cover vulnerable populations against specific external risk
in exchange for regular premium payments proportionate to the likelihood and
cost of the risk involved. Main micro-insurance products cover the death of the
borrower and health risks.
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Who provides microfinance services?

A microfinance institution (MFI) is an organization that provides financial services
to vulnerable populations. This very broad definition includes a wide range of providers
that vary in their legal structure, mission, and methodology: NGOs; cooperatives; com-
munity-based development institutions like self-help groups and credit unions; com-
mercial and state banks; insurance and credit card companies; telecommunications
and wire services; post offices; and other points of sale. However, all share the com-
mon characteristic of providing financial services to beneficiaries who are poorer and
more vulnerable than traditional bank clients.

The main differences to classify these institutions are:
« The mission:

o Socially-oriented MFls see microfinance as a tool to fight against poverty. Their
programs and services are developed in order to maximise the impact of mi-
crofinance on the beneficiaries. The first NGOs providing microfinance had a
clear social mission. The main problem faced by these MFIs is how to reach
sustainability while keeping a strong social focus.

o Profit-maximizing MFls see microfinance as a business like any other, or “re-
tail banking for the lower-end market”. Examples include the microfinance
banks in Eastern Europe.

o Meeting the double bottom-line: a large number of MFIs try to reach a double-
bottom line, meaning that the developmental or social objective of the MFI is
made possible by sustainable financial performance. Financial performance is
considered a means to a social end rather than an end in and of itself.

e The legal structure:

o Formal providers are sometimes defined as those that are subject not only to
general laws but also to specific banking regulation and supervision. They in-
clude commercial banks, development banks, postal banks etc

o Semiformal providers are registered entities subject to general and commer-
cial laws but are not usually under bank regulation and supervision: coopera-
tives, credit unions, financial NGOs...

o Informal providers are non-registered groups such as rotating savings and
credit associations (ROSCAs) and self-help groups.

e The ownership structure:

o Government owned such as the rural credit cooperatives in China
o Member-owned, like the credit unions in West Africa;

o Privately-owned, like NGOs but also commercial MFls owned by a group of
shareholders
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In which contexts is microfinance most suitable?

While many vulnerable people can benefit from a microcredit, not everyone
wants or can use credit. To use credit effectively, beneficiaries must be able to gen-
erate income at a rate higher than the interest they are paying. Providing credit to
those not able to use it productively can push already-vulnerable people into debt
problems.

For the chronically destitute, credit is unlikely to succeed without complementary
efforts to reduce vulnerability and to build skills, confidence, and a minimal financial
base. Projects linking safety-nets and microfinance can help graduate the chronically
destitute into microcredit. Similarly, when illness keeps people from productive ac-
tivities, credit is less able to bring benefits over time unless specific health programs
are built-in jointly.

In addition, for microcredit to be appropriate, a pre-existing level of security, on-
going economic activity and stability of the population is needed. An immediate post-
emergency environment or places with absence of law and order will make
microfinance more difficult. Infrastructure, access to markets and cash economy are
pre-requisite.

Finally, some limiting conditions make it hard for MFls to be sustainable. For ex-
ample disperse population make it costly to reach beneficiaries on a regular basis.

ACF & microfinance: where is the match?

ACF is specialized in the fight against hunger and defends the fundamental rights
of vulnerable populations at risk of food insecurity and malnutrition.

Developing microfinance services for vulnerable populations is not one of the core
activities of ACF. However, microfinance is interesting as a tool to reach ACF’s mis-
sion. To prepare this positioning paper, a review of existing ACF programs was carried
out. Projects implemented by other organizations were reviewed and discussions with
microfinance specialists were organized. It appears that microfinance can be an effi-
cient tool at various levels of ACF’s activities if implemented in partnership with spe-
cialized microfinance organizations. The following paragraphs give recommendations
on how to use microfinance to reinforce ACF operations.

3. Microfinance as a funding option for income generating activities

An IGA is any activity that generates income for a household or a small group within
the community; the activities can include agriculture, livestock raising, fishing, post
harvest processing, trade and services. ACF is involved in numerous IGA development
projects to support sustainable livelihood and enhance the food security of vulnera-
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ble populations. IGAs are also developed around WASH projects to enhance sustain-
ability of water, sanitation and hygiene programs and equipments.

When defining IGA programs, it is important to decide which funding mechanism
is most suited to the level of vulnerability of the target population and to the context:
subsidies or donations, partial or total repayment of investment through community-
managed revolving funds, or micro credit.

While donations can be used to fund the activities, continual transfer of money or
goods can lead to the creation of dependency. In sufficiently stable contexts and for
populations that are not the most vulnerable, funding IGA through microcredit is a
more suitable option. ACF doest not encourage the use of credit in all cases but rec-
ommends analyzing microcredit as a potential funding mechanism for IGA projects
when the context and environment allows it.

Recommendation 1:

ACF recommends analyzing whenever appropriate microcredit as a potential
funding mechanism for IGA projects

Looking at IGAs funding mechanisms at the community level, donations may also
undermine local structures and systems which traditionally fund IGAs in the commu-
nity. These systems can be informal (local merchants, informal money lenders) or for-
mal microfinance institutions.

Traditional funding mechanisms can be extremely costly for beneficiaries so
ACF does not systematically support the reinforcement of these mechanisms. But ACF
does recommend always including in the IGA program assessment the identification of
local funding mechanisms and the analysis of the impact donations may have on these
mechanisms that traditionally fund IGAs in the community.

Supporting long-term local financing mechanisms while pushing for a reduction of
the cost for beneficiaries also prepare ACF’s exit strategy of the region.

Recommendation 2:

When designing IGA programs, ACF recommends analyzing the possible nega-
tive impact of donations on existing local IGA financing mechanisms

However, ACF is not a microfinance organization and does not have in-house microfi-
nance expertise. The 2004 positioning on microcredit stated that ACF should never become
a microfinance institution. This positioning has not changed. The main reasons are:

« Timeframe: Managing microfinance activities requires a long-term involvement
with the community. Given the fact that ACF missions are not set up to stay per-
manently in a country (rather leave when the situation in the country stabilises)
the timeframe to set up microfinance activities is not suitable.
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» Financial investment: Setting up a sustainable microfinance institution takes
time and requires significant investment before reaching sustainability. As mi-
crofinance is not a core activity of ACF this type of investment is not a priority
for the organization.

» Professionalism: A microfinance institution is a complex organization in terms of
operations. Managing the institution in a sustainable manner requires specific
inhouse expertise that ACF does not have today. Building this expertise would be
long and costly and is not deemed a priority given ACFs mandate.

» Legal constraints: Although the situation varies country by country, microfinance
activities often have to respect a set of legal constraints (such as minimum ca-
pital to set up a microfinance institution and risk-management ratios to respect).
It may be necessary to apply for a licence before operating microfinance activ-
ities, in particular to offer saving services.

In addition international microfinance “Best Practices” recommend that financial
services should not be delivered by the same institutions that provide non-financial ser-
vices (food and cash donations, social programs, skills development, market access etc).

Therefore, as in the 2004 positioning paper, ACF does not recommend directly car-
rying out microfinance activities.

Recommendation 3:

ACF should never become a formal microfinance institution or register as a
banking institution;

ACF should not create microfinance subsidiaries;

ACF should not directly manage microfinance funds

When deemed suitable, in order to provide beneficiaries with microcredit to fund
IGAs, while not taking on the burden of managing microfinance activities directly, the
way to explore is to develop partnerships with local microfinance institutions.

The objective of a partnership with a microfinance institution is to widen the op-
tions to fund IGAs while at the same type avoiding managing complex financial proj-
ects which are not part of ACF’s core expertise.

Working with MFls has several benefits:

« Working with an established organization = no need to set up a new organiza-
tion or structure

» Working with an organization specialized in financial services = added value
from a specialized partner

» Working with a sustainable organization in the region = easier for ACF to have
an exit strategy as long-term presence is ensured by the partner
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» The MFI provides credit and ACF provides donations = clear separation of roles
for the beneficiaries

The main issues that ACF will have to face are:

1. That there may be no MFI in the area. In this case it will be difficult to provide
microfinance activities to beneficiaries. ACF can contact MFIs based in other re-
gions, or international NGOs specialized in microfinance to see if they would be
interested in developing microfinance activities in a new region. Once again,
ACF does not have the expertise to offer microfinance services alone. Alterna-
tive options are discussed in section 4 of this document.

2. That the existing MFIs may not be considered as suitable partners by ACF.

3. That the MFI may not be interested in partnering with ACF. ACF can offer in-
centives to these organizations in order for them to manage the microcredit
part.

The Technical Form “Partnering with a Microfinance Institution to Finance IGAS”
provides more information on how to develop successful partnerships with MFls.

Recommendation 4:

ACF encourages microfinance activities done in partnership with specialised
organizations (credit & saving cooperatives, rural banks, village banks, NGOs spe-
cialized in the microfinance sector etc)

As with all partnerships, identifying and assessing potential partners takes time.
Building confidence and designing common programs needs to be done step by step.

ACF is currently engaging in a larger debate about how to work with local partners.
Working with MFIs enters this larger scope. As recommended to develop successful
partnership, potential partners should be identified in advance in order to have the
necessary time to evaluate the potential partner and build the trust. As all microfi-
nance activities should be done in partnership with MFls it is recommended that ACF
missions identify in advance potential microfinance partners.

To develop successful partnerships with MFls it is recommended to refer to the
ACF documents on how to establish successful partnerships with local organizations.

Recommendation 5:

ACF recommends identifying in advance potential partner MFl in areas of ac-
tivity;

ACF recommends analyzing the potential partner MFI, the key aspect being to
share a common mission
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4. Community-managed funding mechanisms (revolving funds)

In remote, rural communities and in post-conflict settings, when no microfinance
institutions are active, another option that NGOs have favoured is to set up community-
based loan funds, also called revolving funds. In the revolving fund model, credit to the
members of a small group is managed by the members themselves, with no professional
management or supervision of the approval, disbursement, and collection of loans.

Most revolving funds developed by NGOs and donors start by providing the group
with the loan-fund capital (as a grant or as a highly-subsidized loan). Case studies
show that revolving funds are hard to sustain. The main reason is the member’s per-
ceptions about the importance of the capital. Outsiders’ money, usually from donors
or NGOs, is often treated with little respect. Repayment may not be a priority, even
if the money goes back into a revolving fund for other members of the community to
use. Furthermore, past experience of NGOs giving out donations make people assume
that repayment expectations are low for any money received from donors or NGOs.

Another major limitation of revolving funds is the absence of professional man-
agement and permanent structure. It is easier for a formal MFI to carefully follow-
up on loan repayments. Revolving funds therefore tend to be less stable than MFls.

ACF already developed externally-funded revolving funds in some countries. Impact
on beneficiaries has been mixed and repayment problems have made it difficult for
these revolving funds to be sustainable. Therefore, ACF does not recommend setting
up revolving funds from scratch.

Recommendation 6:

ACF does not recommend setting up new revolving funds

5. Savings

Contrary to a common belief, vulnerable populations do save. They save mostly in
informal ways: they invest in assets such as gold, jewellery, domestic animals, build-
ing materials, and things that can be easily exchanged for cash. Savings are used to
manage crises (a sudden illness, bad harvest etc), to invest when an opportunity ap-
pears, or to pay for expected but large expenses (school fees, weddings, funerals etc).
Savings are particularly important as safety nets to avoid falling into destitution when
facing these expenses.

Some MFIs offer saving services for vulnerable populations. Savings is a service that
is highly valued by vulnerable populations. According to CGAP?, vulnerable households are

24 CGAP (Consultative Group to Assist the Poor): CGAP is an independent policy and research center dedicated to ad-
vancing financial access for the world’s poor.
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even willing to pay for a safe place to save their money. When institutions offering sav-
ing services exist in the region where ACF is working, it is worthwhile developing links be-
tween them and ACF beneficiaries. ACF can negotiate on behalf of its beneficiaries with
the MFI, train beneficiaries on how to open saving accounts, and give an incentive to ben-
eficiaries to encourage them to set up regular saving mechanisms.

A limiting factor for formal saving services is that in most countries, deposit mo-
bilization is regulated by the banking law. Only institutions like banks, credit unions
or postal banks are allowed to provide saving services. These institutions are often
too far away, or the time and procedures needed to complete transactions are too ex-
pensive for vulnerable populations. Informal savings will continue to be the norm in
most of ACF intervention areas.

In that case, ACF can promote alternative saving mechanisms based on existing
community organizations. Special caution has to be taken when promoting informal
saving-groups. Setting up new saving mechanisms can be risky for the savers. There are
many examples where people loose their savings if the group is not well established
or managed. Therefore, when developing saving groups ACF recommends working with
already established community organizations who have a strong acceptance from the
community to ensure long-term sustainability of these savings groups.

In any case, ACF should not manage directly the community-based saving mecha-
nisms nor be responsible for the banking account where the funds are located. The
community itself should own and manage the funds.

Recommendation 7:

ACF recommends introducing beneficiaries with MFls offering formal saving
services

Alternatively, when no MFIs offering saving services are active in the region,
ACF encourages setting up saving groups in partnership with previously established
community organizations

An advantage of saving-groups is that they can start putting together a saving fund
that can be lent out to members. They then become a specific type of revolving funds:
“saving-based revolving funds” where the capital of the loans comes from the accu-
mulated savings of the members. According to microfinance specialists, this type of re-
volving funds that use no external capital perform better in the long term as capital
accumulated through local savings feels important because it comes from one’s neigh-
bours. Borrowers are more likely to take repayment seriously. The main issue that
these groups face is that is takes time to gather a capital that is large enough for an
important loan activity for the members.

External support is important for saving groups to start providing loans. Support to
the groups, such as organization, training, bookkeeping, networking, liquidity manage-
ment, and performance monitoring is key to reach long term sustainability. As ACF is not
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specialized in this type of support, it is recommended working with a specialised part-
ner that will bring the necessary support to the groups.

6. Graduating the most vulnerable populations into microfinance:
linking safety nets & financial services

One of the recurring debates when talking about microfinance is whether micro-
finance is an effective tool to reach the poorest.

In reality few MFls reach the most vulnerable populations. They tend to focus on
slightly better off beneficiaries. One reason is that the most vulnerable beneficiaries
may prefer not to borrow to avoid the risk of over-indeptness. Another is that MFls
need to cover their costs to be sustainable and therefore avoid lending to beneficiar-
ies that will be too affected by external shocks and therefore unable to repay their
loans.

A more suitable type of program for the people at the bottom of the economic
ladder are safety net programs: transfer programs targeted at the poor or those vul-
nerable to shocks. Safety net programs usually take the form of cash transfers, food
aid, or price subsidies. However, while safety programs are able to alleviate poverty,
they do not develop income generating activities or build assets to move people out
of poverty.

Given the evolution of food security and livelihoods situation worldwide and the
increasing number of protracted crisis that needs long term responses, ACF thinks that
safety nets measures are a good complementary activity to current ACF activities.
Specific expertise is currently being built internally.

Models linking safety net programs and microfinance exist: they are called “grad-
uation projects”. Graduation projects use the targeting and transfer elements of safety
net programs, but introduce entrepreneurial activity through training, an asset grant
and credit. The key to the graduation model is the careful sequencing of several de-
velopment services to facilitate consumption stability and, subsequently, enterprise
development.

Given ACF beneficiaries characteristics, graduation programs are suitable to sup-
port beneficiaries in a more sustainable way. Pilot graduation projects could be de-
veloped by ACF to extend the benefits of safety net programs.

Recommendation 8:

When appropriate ACF could develop pilot projects that aim at graduating ben-
eficiaries from safety nets into microfinance
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APPENDIX 7: EXAMPLES OF JOB DESCRIPTIONS

PROJECT MANAGER ASSISTANT

Position location: SISIAN (Syunik area), Armenia

Purpose

To assist the project manager in the management of the project in Sisian base.

Basic rules

» Respect of the ACF internal regulation

» Respect of working hours: Monday to Friday from 9:00 to 18:00, with one hour
lunch break. Extension of working time is possible according to the project needs
and will not be subject to any payment of overtime.

Responsibilities
« To actively participate in collaboration with the project manager in the man-
agement of the project team
« To plan and follow the activities of the project with the project team
« To ensure the proper implementation of the project

» To participate actively in the monitoring of the project in collaboration with the
monitoring team

» To elaborate reports regarding the follow-up of the project

» To strengthen links between the local authorities and ACF

« To work on the partnership between local organisations and ACF

» To assist the project manager in the identification of new projects

« To analyze with the project manager the development of food security in the
area

« To assist the project manager in any additional study or task
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Experience and skills

Experience in an international organisation in project management
Very good management and organisational skills

Good team player

Fluent English oral and written

Reporting skills

Socio-economic background preferably

Knowledge in community and capacity building

Knowledge of Suynik area and / or agriculture would be an advantage

I am aware of ACF charter and internal regulation and undersign that | understand
and agree with the above job description.

ACF project manager The employee

Name: . ................. Name: .....coovviiiiiiiinnnnee,

Signature:. . .............. Signature: .....coeeviiiiiiiinnnnn.
ECONOMIST

Position location: SISIAN (Syunik area), Armenia.

Purpose

To provide assistance to the Income Generating Activity Groups (IGA) in economic
and financial management and to ensure their successful functioning during the proj-
ect implementation.

Basic rules

» Respect of the ACF internal regulation.

» Respect of working hours: Monday to Friday from 9:00 to 18:00, with one hour
of lunch break. Extension of working time is possible according to the project
needs and will not be subject to any payment of overtime.

n INCOME GENERATING ACTIVITIES: A KEY CONCEPT IN SUSTAINABLE FOOD SECURTIY



Field handbook « Scientific and Technical Department
Responsibilities

« To help the IGA Working Group to assess Income Generating Activities and draw
up accurate budgets for the project implementation.

« To help the trainers in development of training plans and materials on econom-
ical and financial issues for IGA beneficiaries.

» To assess the capacity and competency of external trainers and make recom-
mendations.

e To conduct training on economical and financial issues, business plan writing
and local tax code for the IGA beneficiaries.

« To supervise, monitor and evaluate the training process on economics, finance,
marketing, and business related issues to be conducted for IGA beneficiaries by
external trainers.

« To assist the Project Manager in any additional study or task.

Experience and skills

Trained in the field of economics or finance.

At least two years’ experience in the field of economics and finance, experience
in agribusiness is a plus.

Experience in training and working with communities.
Excellent communication skills.

Good team player.

Knowledge of Sissian district would be an advantage.

| am aware of ACF charter and internal regulation and undersign that | understand
and agree with the above job description.

ACF Project Manager The Employee
Name: . ................. Name: ....cooevviiiiiiiiiinnnnen.
Signature: ............... Signature: ......ooeiiiiiiinanne.
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ACCOUNTANT SPECIALIST

114

Position location: SISIAN (Syunik area), Armenia

Purpose

To technically assist the two Component Coordinators in all the projects related to
generate incomes needing to keep accountancy, under the direct supervision of the
Head of Base.

Basic rules

» Respect of the ACF internal regulation

« Respect of working hours: Monday to Friday from 9:00 to 18:00, with one hour
of lunch break. Extension of working time is possible according to the project
needs and will not be subject to any payment of overtime.

Responsibilities

» To plan and follow the activities of the different Income Generating Activities of
the project with the coordinators and the other persons responsible for the in-
come generating projects.

« To implement technical training in appropriate specialities.
» To provide assistance in appropriate specialties.

« To participate actively in the monitoring of Income Generating projects in col-
laboration with the rest of the team.

» To elaborate a planning for every month and to write a monthly report related
to this planning.

« To assist the Project Manager in any additional study or task.

Experience and skills

Experience in accountancy
Excellent communication skills and good abilities to work with groups of villagers.

Planning skills.
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Good team player.
Knowledge of Syunik area is a must.

I am aware of ACF charter and internal regulation and undersign that | understand
and agree with the above job description.

ACF project manager The employee
Name: . ................. Name: ....oooeviiiiiiiiiiinnnnn.
Signature:. ............... Signature: .....covviiiiiiiinnn.
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APPENDIX 8: EXAMPLE OF AN AGREEMENT WITH A PARTNER
ORGANISATION

AGREEMENT
between
Action contre la Faim

in and

concerning “ ?

for the period from to

Action contre la Faim represented by the ACF office in (hereinafter
ACF) and , (hereinafter the Project Executor, partner) agree

as follows:

Article 1 Object of the Agreement

1.1 ACF grants the Project Executor a contribution (hereinafter the Contribution)

of maximum for the project “ ” (hereinafter the Proj-
ect) as per the Project Document (Annex 1), which forms an integral part of
the present agreement, and Agreement with (Annex 2).

1.2 The Project Executor undertakes to use the Contribution solely for the ob-
jective of the Project and the appropriate use of the granted Contribution.

Article 2 Budget

The Budget agreed by the parties and detailed in Annex 1 of the Project Doc-
ument must be respected. The confirmed detailed version of this budget will be
presented and signed in the last week of (changes may be made to the
equipment cost but cannot go beyond this total budget). Any later modification re-
quires the prior approval of ACF.

Article 3 Activity reports and financial statements
3.1 Activity reports
The Project Executor shall provide ACF with the following activity reports:

— Brief oral activity report at the end of each field visit, detailing activities
and progress made towards project goals as described in Annex 1.

— Written reports will be provided on a quarterly basis.
3.2 Financial statements

The financial statement should conform to the budget and the specific lines
of expenses. Project executor must submit invoices or bills for all expenses
on a monthly basis, during the following month.
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Article 4 Payment

The Contribution shall be transferred to the bank account of ” ” Bank
a)
Terms and
Instgllment and Amount in AMD conditions for
period
payment
Total

b) If it is determined that activities not foreseen in the present Agreement have
been financed by the contribution, the costs of such activities shall be de-
ducted from the next installment or reimbursed on demand to ACF.

Article 5 General provisions

5.1. The Project Executor undertakes to execute the present agreement with due

care and diligence.

Article 6 Annexes

Following documents attached to the present Agreement shall be deemed to
form an integral part of said Agreement thereof:

— Project Document including Budget (Annex 1)

— Agreement with (Annex 2)

Article 7 Termination

7.1 The present Agreement may be terminated at any time by each of the
parties, subject to written notice given 15 days in advance.

7.2 In the event of non-compliance, non-execution or breach by one of the
parties of the obligation binding upon it, the other party may, after writ-
ten notice, terminate the agreement with immediate effect and request
financial reimbursement based on the actual expenditures justified.

7.3 If an event resulting from force majeure (natural disaster, etc.) prevents
the execution of this agreement, either party may terminate the agree-
ment from the moment when it becomes impossible to carry it out.

(continuous in following page)
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Article 8 Duration

The Agreement covers the period from to . It shall
come into force on signature by both parties and shall end when each party has
fulfilled all its contractual obligations.

Article 9 Applicable law and place of jurisdiction

In case of controversy arising out of or relating to the present Agreement, the
parties agree to undertake all efforts to find an adequate settlement before in-
stituting any legal procedures. The law applicable to this Agreement shall be the
civil law of the Republic of Armenia.

Done in two copies, in Armenian and English on 10.10.2005 in Yerevan.

10. Addresses, Bank Requisites And Signatures of the Parties

signature

signature
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APPENDIX 9: EXAMPLES OF EXTERNAL COLLABORATION WITHIN AN ACF
PROJECT IN ARMENIA.

ROLE INSIDE CONTRIBUTION TO
ORGANISATION THE PROJECT THE PROJECT

Gender Expert Linking the project
with women
networks, other
donors, etc.

Related to the Civic Activism

Transparency Consultant, trainer and close Free of charge

International collaborator specialized in Local follow-up of
Governance activities

Civic Activism To lead and monitor the Civic

Consultant Activism work

Sisian Teachers Union | Counterpart for the Material for students

implementation of the integration
of Young Population in Community
Development project.

Shaghat and Darbas The directors follow up the Use of the school

Secondary Schools activities with the students

Sisian Civic Center Through FAVL they support civic Discounts on their
training in the Sisian context services

Marketing Research

Strategic Initial Sisian market Studies
Development Agency | opportunities, dairy strategy and
chickpea, lentil market research

AMERIA Fruit, rosehip market Studies
opportunities
VISTAA Lamb and mutton market Studies

IGA and Diversification activities

Center for Partner in Tolors Milk Association, | $2,000 for Mountain
Agribusiness and especially for Mountain Pasture Pasture project
Rural Development project, and will also advise in

NGO other ACF dairy activities.

(continuous in following page)
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ROLE INSIDE CONTRIBUTION TO
ORGANISATION THE PROJECT THE PROJECT

Green Lane
Agricultural Support
NGO

SHEN

FAO

Strategic
Development Agency,
NGO

Community Finance
Officer A.

USDA - CARD

Eco-Sys
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Cooperative specialist for Tolors
Milk Association and potential
new milk coops, Legume
Specialist for chickpea training
and trial supervision, and pasture
improvement

Micro finance opportunities for
beneficiaries

Coordination of activities in
Salvard village (honey project and
school renovation) as part of FAO
Sustainable Mountain
Development pilot project.

Vet project implementation

Trainings

Providing trainings related to
Local Governance

Past and current employees
trained by USDA as dairy experts,
to be hired for ACF training
programme

Providing training related to the
better use of community
resources

Facilitation with
necessary experts,
contacts, testing labs

Micro finance advice

10.000$ - 15.0005?

In kind: staff and
office

Current employees to
provide, free of
charge, special
training for vets
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APPENDIX 10: TRAINING TOPICS

Group formation training

# of sessions: 7 /2.5 hours each
Topics Covered:

Concept of group work

Stages of group development
Leadership and motivation

Decision making models

Group members; their functions and
responsibilities

Managing team conflict

Strategic Planning

Business Plan Writing

# of sessions: 5/2.5 hours each
Topics covered:

Planning idea

Structure of Business Plan
Group/Company background and
description

Organisation structure
Marketing plan

Production plan

Financial plan

Risk management

Management

# of sessions:
Topics covered:
Introduction to management
Planning

Strategy formulation and
implementation

Decision making

Leadership

Motivation

Communication

Controlling

5/2.5 hours each

Internal Regulation training

# of sessions: 2 /2.5 hours each
Topics covered:

Concept of a legal entity

State registration of legal entities, re-
registering and liquidation

Structure of Internal Regulation for
NGO and CBO (Community Based
Organisations)

Elaboration of an Internal Regulation

Accountancy
# of sessions:
Topics covered:
Concept of Accountancy and Finances
Accounting for Non-current Assets
Accounting for Intangible Assets
Accounting for Cash
Accounting for Inventory
Accounting for Prepayments

Accounting for Equity
Accounting for Loans
Accounting for Income
Accounting for Expenditure
Presentation of Financial Statements
Management Accounting
Cash Flow Statement

Income Taxes

8/2.5 hours each/

Accounting for Operational and Other Accounts Receivables
Accounting for Operational and Other Current Liabilities

Accounts Relating to State Budget, Social Insurance and Security
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APPENDIX 11: EXAMPLE OF INTERNAL REGULATIONS

1. General points

2.

122

1.1.

1.2.

1.3.

Group “Zor-Zor” (hereinafter “Group”) is the IGA beneficiaries’ group founded
within the Community Development programme of ACF. Members of the group
are chosen according to criteria presented at point 6.1.

From the moment of State registration, the group is given the status of a legal
person and acts according to civil Law, other laws of and is sub-
mitted to existing regulation.

The groups postal address is:

Objectives and subject

2.1.

2.2.

The objectives of the group are:

2.1.1. To make profit through economical activities and distribute equally to
the members.

The subjects of the group activities are:
2.2.1. Sheep-breeding and other agricultural activities.

2.2.2. Any kind of activity not forbidden by legislation.

Rights and obligations

3.1.

3.2.

3.3.

3.4.

From the moment of State registration, the group is given the status of legal
person and according to the existing law has the following rights and obliga-
tions:

The group has its own property, as an owner, and in case the group does not
carry out its obligations, a penalty can be incurred, the group can sign con-
tracts, acquire and implement material and non-personal material rights,
have obligations, act as a plaintiff or respondent in court.

The group has its balance settlement accounts (in , currency) in the
national bank and in a foreign bank.
The group can be the founder (founding member) of another company, cases

assigned by the Legislation or other laws excluded.
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3.5. The group has the following rights:

3.5.1.

3.5.2.

3.5.3.

3.5.4.

To obtain property by all means not-forbidden by Legislation of the
, also securities, to use and manage them and with profit or
other useful results received.

To form financial resources itself, including bonds, obtain bank and
trading loans including currency in the Republic and other
countries, to publish and distribute securities.

To sell, give for rent, exchange, transfer property rights by all means
not-forbidden by Legislation, to be depositor and pledge.

To export and import its property, products produced, bought or legally
obtained, according to the procedures defined by the Legislation;
carry out services and work for foreign legal persons and (or) organi-
sations and citizens, use their work and services, make investments in
other countries according to their Legislation, make legal persons and
(or) participate with legal persons and (or) take advantage of other
rights.

3.6. The group is obliged to:

3.6.1.

3.6.2.
3.6.3.

3.6.4.

3.6.5.

3.6.6.

4. Properity

Carry out business accounting and present a statistics report accord-
ing to the procedures defined by Legislation or other legal documents.

Sign contracts with workers of the Company.

OTake responsibility and cover the damage in case of break in the con-
tract or breach of ownership rights of other people.

Declare the Group’s bankruptcy according to the procedure defined
by the Legislation in case of impossibility to satisfy requirements of
lender.

Provide reservations of the Groups documents (the Legislation of the
Group, documents approving property rights, internal documents of
the Group, yearly reports, business accounting papers of the separate
departments and organisations, minutes of governmental bodies’
meetings, other documents assigned by the laws of and other
legal documents).

Meet other obligations defined by the Legislation and this Regulation.

4.1. The Group is the owner of:

4.1.1.

The property presented to the group via charity presentation contract
within the Self Insurance Development Programme of ACF.
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5.

4.2.

4.3.

4.1.2. Group members’ investments and the property consequent to these
investments.

4.1.3. The produced goods and property obtained through the groups eco-
nomic activities.

4.1.4. The profit earned.
4.1.5. The property obtained by means authorised by existing legislation.

The group members investment can be money, securities, any property or
property rights, as well as other money estimation rights.

4.2.1. Pecuniary valuation of non-monetary deposits invested by group mem-
bers or third parties included in the group is approved unanimously by
the General Assembly.

Capital is being formed in the group. The foundation of this capital is formed
from the shares with held yearly out of the profit.

4.3.1. Reserve capital shares stimming from the profit correspond to 5% of
yearly net profit.

4.3.2. The expenditure procedures for the reserve capital are defined by two
thirds of Group members participating in the General Assembly.

Untouchable fund

5.1.

5.2.

5.3.

5.4.

5.5.

The Group’s untouchable fund is formed from the main means given back to
the group within the Village communities’ self-insurance development pro-
gramme. The group members have no right to sell, distribute among them-
selves, lend or pawn.

The list of main means registered in the untouchable fund is confirmed by
the charity presentation contract.

The untouchable fund can be increased.

5.3.1. The matter of decreasing the means of the untouchable fund can be
discussed only once in five years.

Besides the Group’s untouchable fund, the members have equal, undivided
share in case of remaining property. Persons resigning their membership or ex-
cluded from membership by the decision of General Assembly have no share
in the untouchable fund.

The damage caused by illegal activity or inactivity of the group during the im-
plementation of economic activities should be covered by the person or peo-
ple who are to blame during the period defined by internal agreement. If the
dispute is not solved by internal agreement, the relations should be coordi-
nated according to the procedure defined by the Legislation of
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6. Membership

6.1.

6.2.
6.3.

6.4.

Members of the group can be those who have had permanent residence in
the community for one or more years and any person above 16 years who
meets the following criteria:

6.1.1. Lack of means of production /soil, agricultural techniques, animals/ or
unable to obtain or use them.

6.1.2. Extended families with unemployed members.

6.1.3. Families who do not get assistance from other organisations.

6.1.4. Families who do not get pecuniary or other aid from a refugee relative.
6.1.5. Monoparent families or those with a woman in charge.

6.1.6. The member /candidate to become member/ should be considered by
village committee as active, conscientious, responsible and hard-
working person, he should be able to carry out physical activities to-
gether with the group.

6.1.7. The member /candidate to become member/ should agree to work to-
gether with the group of income generation and should commit to act-
ing according to the current regulation.

Each family of the community can have only one member in the Group.

During the first two years of the Group’s activities, the number of the group
members should not decrease.

6.3.1. The General Assembly of the Group admits a new member in con-
formity with criteria defined in this Regulation among the candidates
proposed by the Village Committee within ten days. Members resigned
themselves in the period defined in the point 6.3 of this Regulation or
members are excluded from the Group according to the procedure de-
fined in this Regulation.

In order to become a member of the group, the person has to present an ap-
plication, a copy of an identity document, two photos, fills in the appropri-
ate questionnaire, pay the fee for registration and procedure of which is
defined by the General Assembly of the Group.

6.4.1. Rejection of membership should be avoided.
6.4.2. Probation period can be defined by the Group General Assembly.

6.4.3. People who pass the probation period successfully, meet the criteria
defined by this Legislation, have paid the registration fee can become
authorized member of the Group enjoy rights and accept the defined
liabilities.

6.4.4. During the whole probation period the registered members cannot enjoy
rights mentioned in the points 7.1.2. and 7.1.5., but have to take on all
the liabilities defined by this Legislation considered for the members.
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7. Rights and obligations of the members

7.1. Member of the Group have the following rights:

7.1.
7.1.
7.1.
7.1.
7.1
7.1
7.1.
7.1.
7.1.

O o N o U AN W N

. Participate in the Group General Assembly.

. Choose and be chosen for leading positions.

. Participate in arrangements carried out by the Group.
. Put forward suggestions.

. Participate in control works of the Group activities.

. Receive their share of the net profit.

Accept other responsabilities defined by this Legislation or the leaders.

. Resign their membership unilaterally at any time.
. In case of resignation, ask for their share of the capital.

7.2. Members of the Group are obliged to:

7.2.1.
7.2.2.

7.2.3.

7.2.4.

7.2.5.
7.2.6.

7.2.7.

7.2.8.

7.2.9.

7.2.10.

Submit to this Legislation and decisions of authorities.

Perform conscientiously the tasks given by authorities or mentioned
by this Legislation, as well as the accepted activities.

Participate in any activity useful for the company assigned by the
General Assembly of the Group.

Create an atmosphere of cooperation, mutual assistance and respect
in the Group.

Not divulge confidential data concerning economics of the Group.

Demonstrate initiative in general work. In case of unequal volume of
job responsibilities compared to other members of the Group, they
should inform the head department in advance and take more re-
sponsibilities.

Inform immediately, in writing, the inspecting commission about any-
thing liable to have a negative effect on the Group activities.

Solve any argument arisen during the work with the assistance of au-
thorities. In case satisfactory solutions are not reached, the matter
should be settled by the procedures assigned by the Legislation of
RoA.

Cover losses (money, property, extra work or their part of net profit)
in case of harm to the Group by activity or inactivity.

Accept other obligations assigned by this Regulation and or Legisla-
tion of R___.

7.3. Members of the Group can be excluded or penalised by the decision of the
General Assembly of the Group in case of violation of the decisions of this
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Regulation, the General Assembly, Directorate of the Group or another au-
thority, not carrying out obligations have accepted or not to do so in a proper
way, not participating at all or participating improperly in the work of the
Group, as well as in case of having three and more warnings.

7.4. The General Assembly, Directorate of the Group, the Council of Village com-
mittee can impose the following summary punishments to the member in case
of violating this Regulation:

7.4.1. Reproof.

7.4.2. Warning.

7.4.3. Severe warning.
7.4.4. Firing

7.5. The member can be fired from the Group only by the decision of the General
Assembly.

7.6. The punished member can appeal the Directorate decision only at the Group
General Assembly.

7.6.1. The Group General Assembly decision cannot be revoked

7.6.2. The Village committee council’s decision on penalties can be appealed
only in case of decision of two thirds members of the Group General
Assembly.

8. General assembly

8.1. The Group General Assembly is the highest governing body of the Group.

8.2. The Group General Assembly is competent if two thirds of group members
take part in the meeting.

8.3. The group member cannot pass his suffrage at the Group General Assembly to
another member.

8.4. Each member of the Group General Assembly has the right to one vote.

8.5. The chairman of the Directorate is in charge of the Group General Assembly.
8.6. The Group General Assembly is held twice a year.

8.7. The General Assembly has the following rights:

8.7.1. Make changes and additions in this Regulation and approve it with
new editions.

8.7.2. Approve new members’ membership or their resignations.
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8.8.

8.9.

8.10.

8.7.3. Choose governing body members and take away the responsibilities.
8.7.4. Approve yearly reports of governing body.

8.7.5. Approve activities, planning and budget for the year.

8.7.6. Set down distribution procedures, place, date and time.

8.7.7. Form temporary committee groups with defined tasks and approve
their reports.

8.7.8. Form permanent committee groups for disciplinary matters and co-
ordinate their activities.

8.7.9. Award “Honorary member?” title to some members.

8.7.10. Make changes in undividable fund.

8.7.11. Fix objective percentage of profit exclusion during distribution.
8.7.12. Give rewards, incentive prizes, diplomas to some members.
8.7.13. Take decisions on Group’s reforming or liquidating.

The decisions of points 8.7.1., 8.7.10. and 8.7.13. of this Regulation come
into force of law when approved by Village committee council.

The liabilities of the Group General Assembly cannot be passed to other
members.

More than half the group members, one third of Village committee council,
one third of inspection commission are authorized to hold extraordinary Gen-
eral Assemblies for solving problems of exclusive responsibility of General As-
sembly.

. The Group General Assembly is held according to the order of regular gen-

eral meeting and is authorized to discuss only the issues for which the meet-
ing has been held.

9. General assembly procedure for decision-taking

9.1.

The Group General Assembly decisions are taken by simple majority of par-
ticipants excluding points 8.7.1., 8.7.2., 8.7.9., 8.7.10., 8.7.11., which are
accepted by two third of the members.

9.1.1. Decisions concerning the liquidation, re-formation of the Group and
decreasing the indivisible fund can only be made by unanimous vote in
the General Assembly.
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10. Group directorate

10.1.

10.2.

10.3.

10.4.

10.5.

10.6.
10.7.

10.8.

10.9.
10.10.
10.11.

The directorate is responsible for the IGA collective and executive man-
agement.

The Directorate is chosen by the Group General Assembly for one year’s
period. It consists of three members.

The Directorate members are the Directorate chairman /head of the
group/, the accountant, the cashier.

The Directorate should report the Group General Assembly for Income gen-
erating activities.

10.4.1. The report is considered to be approved if two thirds of the Group
General Assembly have voted.

10.4.2. In case of the report is not approved, a temporary committee is
formed by the Group General Assembly which has to give corre-
sponding conclusions to the Group special general meeting within
ten days.

The Directorate can form departments for carrying out the activities, the
heads of which are appointed and dismissed by the Directorate.

The Directorate meetings are held at least twice a month.

The Group special General Assemblies are held at the request of half of
Group members by Council chairman’s initiative one third of Council mem-
bers or at the request of inspectorate commission according to undertak-
ings’ agenda.

The Directorate meetings can work if more than half of its members are
present.

The Directorate decisions are taken by simple majority of its members.
The Directorate members have the right to one vote.

The Directorate has the following rights:

10.11.1. Appoint the executive director.

10.11.2. Approve the working plan and timetable, and make necessary
changes.

10.11.3. Hiring permanent or contracted employees or dismissing accord-
ing to the directorate chairman’s suggestion.

10.11.4. Confirmation of employees’ job descriptions.

10.11.5. Confirmation of working reports and balance sheet.
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10.11.6. Fixing date, place, time and agenda of regular General Assembly.
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11.

10.11.7. Control of income generating activities.

10.12. The Directorate members have the same rights as all the members and the
same obligations.

Directorate chairman

11.1. The directorate chairman is elected by General Assembly for one year’s period.

11.2. The Group General Assembly defines the procedures for announcing and reg-
istering the candidacy for the directorate chairman’s position, as well as the
preparation order of voting bulletins.

11.3. The directorate chairman is elected by secret ballot.

11.4. The candidate who gets the simple majority is elected.

11.4.1. If more than two candidates take part in the election and no one

11

4.2.

gets the simple majority, a second round of voting is held for the
two candidates with the most votes. The candidate who gets the
simple majority in the second round is elected.

In case of one candidate has been announced for election, he is con-
sidered to be elected if he receives more than half of the votes.

11.5. Withdrawal of directorate chairman’s candidacy is adopted by two thirds
votes of the General Assembly members.

11.6. The directorate chairman:

11
11

11
11

11
11
11
11
11

.6.1.
.6.2.

.6.3.
.6.4.

.6.5.
.6.6.
.6.7.
.6.8.
.6.9.

Carries out the Group management.

Concludes contracts, agreements, markets, and certifies other doc-
uments on behalf of the Group.

Nominates and dismisses members of the staff.

Makes registration of members’ participation in the Group activities
registration book.

Gives credentials.

Conducts the Group General Assemblies and Directorate meetings.
Represents the Group in collaboration with other organisations.
Verifies the Groups financial documents.

Carries out other authorities defined by this Regulation and the Leg-
islation of RoA.
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12,

11.7.

11.8.

The newly elected directorate chairman occupies his position starting from
the date of the end of the out-going chairman’s mandate.

The newly elected chairman takes his position in ten days period after the
election.

The chairman’s mandate can be stopped at the request of two thirds of di-
rectorate or General Assembly members’ if:

11.9.1. The chairman abuses his power.

11.9.2. The Group suffered financially and /or/ morally as a result of the
chairman’s violation of his obligations or mismanagement.

11.10. The chairman has a right of veto in the council’s meeting.

Financial and economic control

12.1.

12.2.

12.3.

12.4.

12.5.

12.6.

12.7.

12.8.

12.9.

The inspection commission, being elected by the organisation’s General
Meeting for a two- year period and consisting of three members, carries out
control over the Group’s financial and economic activities.

The inspection commission holds meetings at least once a month. Special
meetings can be held at the request of one third of Group, commission mem-
bers, directorate chairman or directorate members.

The inspection commission chairman is elected during the inspection com-
mission meeting by majority of members’ votes.

The inspection commission has competence if two third of members partic-
ipate in the meeting. The decisions of commission are adopted by majority
of votes. The chairman’s vote is decisive if the votes are equal.

The Group inspection commission has the right to check the Group’s finan-
cial and economic activities and get familiar with all the documents.

The Directorate members have to give necessary information, clarifications
(explanations) on the Group inspection commission’s demand.

The Group inspection commission checks the Group’s yearly reports and bal-
ance sheet and gives conclusions/recommendations concerning them.

The inspection commission is obliged to demand a extraordinary meeting of
Directorate or General Assembly if:

12.8.1. The Group interests have suffered.
Abuse of power by Group officials is founded.

The procedure of covering expenses of Group inspection commission is de-
fined by Directorate.
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12.10 An audit can be included in order to double-check the Group financial and
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economic activities by the Group General Assembly.

13. Business accountancy and financial report

13.1.

13.2.

13.3.

The Group carries out business accountancy and gives financial and statis-
tic reports according to the procedure defined by the Legislation of RoA.

The Group accountant is responsible for business accountancy, which is a
Directorate member at the same time and is elected by the Group General
Assembly.

The Directorate is responsible for the quality of organisation of the Group busi-
ness accountancy and its authenticity, for timely accomplishment of yearly, fi-
nancial and statistic reports and giving them to the state bodies, as well as for
information about the Group given to the Group creditors and media.

14. Profit distribution

14.1.

14.2.

14.3.

14.4.

14.5.

14.6.

The net profit formed as a result of economic activities of the Group is dis-
tributed between the Group members equally.

The distributed profit is calculated taking out all direct and indirect ex-
penses of yearly income, as well as the necessary expenditures foreseen for
the production and salary calculations of the following year.

14.2.1. The salary calculations are carried out according to the attendance
sheet.

14.2.2. The Group General Assembly can fix salary amounts for each work-
ing norm based on the prices in the area.

The profit distribution date, time and place are defined by the General As-
sembly.

The profit distribution control is realised by the Council for each activity.

Distributing commission is elected by General Assembly members of which
distribute the small parts between each other.

Disputes during the distribution should be settled through negotiations.
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15. Group reform and liquidation

15.1.

15.2.
15.3.

15.4.

15.5.

The Group activities are stopped on liquidation and its rights and obligations
cannot be passed on to other people.

The Group can be liquidated by the decision of General Assembly or court.

The General Assembly can take the decision on liquidation only by unani-
mous vote.

15.3.1. The decision of the General Assembly on liquidation comes into force
from the moment of approval by the Council.

The liquidation commission, in case of the Group’s liquidation, uses the re-
maining property (after making obligatory payments and meeting the needs
of creditors), as defined by the body that has taken the decision on liquida-
tion in order to carry out the Group Legislations objectives.

The Group can be reorganised by the decision of the General Assembly ac-
cording to the defined procedure.
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APPENDIX 12: EXAMPLE OF A MARKET STUDY

Executive Summary

The purpose of this study is to estimate the sheep industry, lamb/mutton market
in Armenia: potential buyers, possibility of using mutton in sausage production, sell-
ing milk in a specified region (Syuniq), consumers’ preferences, wool market, possi-
bility of breeding the sheep in Syuniq region in Sisian.

The study conducted 220 interviews with customers, 18 with food store sellers, 10
with food market sellers, 5 with restaurant managers, 3 with butchers, 3 with wool
processors, and 5 with milk processors, in order to identify whether there is a poten-
tial market for lamb/mutton (milk, meat and wool) in Armenia in general, and for the
restaurant trade in particular. The interviews were conducted from June 1 to June 30,
2004.

There is evidence that the lamb/mutton consumption is seasonal (during the sum-
mer more outdoor picnics are organised and lamb/mutton consumption increases for
the period) and consumers use it mainly to make various dishes for hosting guests. Ac-
cording to the results of consumer survey, beef is the main meat type used by con-
sumers.

The study highlights a specific demand for sheep milk, as importers want some
dairy products and sheep cheese, which is currently undeveloped in Armenia. There are
several markets with sheep milk dairy products’ demand. It is important to consider
that the dairy product processors and cheese making factories do not use sheep milk
because of lack of high quality milk (they only use milk processed in hygienic condi-
tions and kept and delivered by special cooling tanks).

The interviews suggest that there is a potential market for white wool by the wool
processors. The demand for white wool grows annually because of increases in wool
processing, mainly by carpet making factories.

Also, there is a potential market for lamb/mutton for restaurants that have a fixed
menu with lamb/mutton. The restaurants in “Barbeque Street” (Center region,
Proshyan street) prefer a certified quality product with reasonable prices.

The meat processors interview showed that the factories didn’t use lamb/mutton
in meat products, but they had an experience of making goat sausages. It is worth
mentioning that lamb/mutton meat might be used in semi-cooked products.

Meat and milk processors’ markets are in their early stages of development.

Based on the overall analysis, it is recommended to develop combined strategy to
breed appropriate sheep varieties, which will allow differentiating the market by pro-
viding several products such as high quality wool, milk and lamb/mutton.
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Introduction

Understanding the determinants and trends in consumer demand for lamb is crit-
ical for the industry to develop appropriate production and marketing strategies spe-
cific for Armenia.

Lamb is the oldest domesticated meat species. It has been raised for over 9,000
years in the Middle East. In many countries, lamb is the major source of meat eaten,
while others consider it to be seasonal (spring). Lamb and mutton were major source
of meat eaten in Armenia for thousands of years and continues to be widely eaten
today. It is important to know the market trends in order to develop or improve a spe-
cific area(s) of production. The level of consumption, the consumer preference on
meat meals, the preference / situation on milk and wool market -should be studied in
a global manner.

Lamb & mutton market situation in Armenia

1. Demographics of Armenia
According to the Armenia’s 2003 Statistical Yearbook, the population consists of

more than 3.2 million people as of January 1, 2003. The gender and age ratio is pre-
sented in the graph 1. According to this graph, there is a gender balance at most ages.

Graph 1 Population Pyramid for 2003, age and sex distribution for the year 2003
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2. Lamb & mutton market situation in Armenia: Industry analysis, milk, meat,
and wool market situation

Starting from 1995, the food industry has been one of leading sectors in Armenian
economy and currently makes up 59% of the country’s processing industry gross prod-
uct. Food processing mainly specialize in production of fruit and vegetable preserves
(fruit juices, jams, tomato paste, marinades, baby food, etc.), beverages (wine, beer,
champaign, mineral water, etc.), meat and meat products (smoked meat, sausage,
etc.), milk and other dairy products (cheese, curds, sour cream, ice-cream, etc.),
flour and bread, tobacco and cigarettes.

The Armenian Statistical Yearbook estimates the total output of agriculture is 377.6
billion Armenian drams for 2002, decreasing continually over a 5-year period. In agri-
cultural output, animal husbandry produced 151.0 billion AMD for 2002, from which 9.3
billion is by commercial organisations, and 141.7 billion is by family farming.

According to the data (main indicators of peasant farms for 2002), livestock own-
ership is dominated by poultry and followed next by goat and sheep. The quantity of
other meat than poultry consumed is sensitive to price.

The Statistical Yearbook also estimates 541.1 thousand head of sheep and goats for
2002. This number has decreased compared to 558.9 thousand heads in 2001. Com-
mercial organisations and family farms produced 79 tons meat, 489.5 tons milk, and
1120 tons wool together for year 2002; family farms produced the main part of all
three productions.

It is important to mention that meat production by commercial organisations in-
creased significantly over 5 years from 0.3 tons to 3.2 tons, from 1998 to 2002 re-
spectively. It is true also for milk produced by family farms: the milk production
increased from 444.9 to 486.7 tons in year 2002. It is mainly related with the growth
of cheese and dairy product processing market - increased number of processing com-
panies and increased demand in local and foreign markets.

Sheep milk makes up only a small percentage of this volume. Currently, there is a
problem of quality and hygienic conditions in sheep milk production, as the fresh sheep
milk has a unique flavour, and there is a problem in milk delivery.

The increase of meat production by commercial organisations and decrease of fam-
ily farms are connected with demand of high-quality slaughter and certified meat.

It is important to mention that the number of animals increased over 5 years (from
1999 to 2003, January 1). The number of sheep and goats increased from 546.3 to
602.6 thousands. Heads. This increase could be attributed to the improvement of liv-
ing standards in Armenia, as well as development of economy.

In the overall market analysis it is important to refer to production of main agri-
cultural goods per capita and the consumption of those goods. It should be stated that
the production of most of agricultural goods increased in the 5-year period, except
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fruit (slight decreased), and potatoes (constant). The production of total meat per
capita was 15.6 kg for year 2002; production of milk was 152.4 kg.

The breakdown of consumption level shows that meat (including poultry and fish)
was 17.7 % in year 2002, which increased from the previous years. Meat is considered
an expensive good for the general public.

The table on household consumption of main food products shows that in meat
consumption, mutton is the lowest, 0.9 kg per capita compared with 6.4 kg beef, 1.4
kg pork and 3.6 kg chicken. However, it should be mentioned that the consumption of
mutton had increased over 6 years (from 1996 to 2002).

Research purpose

The purpose of this study is to estimate the sheep industry, lamb/mutton market
in Armenia, potential buyers, possibility of using mutton in sausage production, sell-
ing milk in a specified region, Syuniq, consumers’ preferences, wool market, possibil-
ity of breeding the sheep in Syuniq region in Sisian.

In particular, factors including retail lamb, beef, pork, and chicken prices, cus-
tomer preference, meat and milk processing factories will be examined for their im-
pact on long-term lamb demand. In addition, wool-processing companies also are
included in the study analysis.

Research data: Executive Interviews and surveys

A total of seven interviews and surveys have been conducted from June 1 to June
30, 2004.

These have been grouped into customer, market, and restaurant surveys, and milk,
meat and wool processors’ interviews. The interviews and surveys are presented below.
3. Consumer Survey

Survey preparation: The following preparatory work was carried out before start-
ing with the main implementation of the survey:

A pilot 3-page consumer questionnaire was designed and tested in two regions
(Center & Shengavit). The pilot interviews made suggestions for improving the ques-
tionnaire, making it more user friendly and shorter (7-10 minutes maximum).

Consumer survey methodology: 220 interviews with customers doing shopping in ten
regions of Yerevan were conducted. In each region, 20 people next to food stores were
asked by simple sampling. The interviews were conducted from June 10 to June 24, 2004.
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The results are intended as a quantitative assessment and can be statistically projected
onto the industry at large.

Since the centre is the biggest region of Yerevan, and the town centre is in this re-
gion, it was decided to interview 40 people, instead of 20. Among customers of cen-
tre region, there were also people living in other regions, but doing shopping in the
centre after work. Those opinions are considered as information from the centre re-
gion. Interviewers were introduced as students to make interviewees feel more con-
fident and give answers more correctly.

Customer survey interviewees’ demographics: Out of 220 interviewees the ratio
of female and male was 58% and 42%; the family size of more than half of interviewees
was 4-5 people; and 50% were from 36-50 age group. Interviewees holding a univer-
sity degree are 54% among all interviewees, only 1% had 8-year school education. The
rest are people with high-school education, which is equivalent to 10-year school in
Armenian education system.

Customer Survey: The interviewer records the consumer preferences for meat pur-
chases, including lamb/mutton, for 3 occasions: “everyday meal”, “hosting guests”,
and "picnic”. While the purchasing intensity was estimated applying the following
time-scale: “every day”, "once or twice in a week”, “once or twice in a month”, and
“once or twice in a year”, the interviewees were separated to the following cate-
gories: "myself “,”anyone”, “spouse / husband”, and “other”.

This approach helped develop consumers’ preferences for all 3 occasions by find-

ing out the purchaser and purchasing intensity rate per month by types of meat.

Beef consumption is predominant compared to other meat consumption. In the
second place is chicken, and in the third place is fish. Lamb consumption is in the fifth
place; it comes after pork. In Armenian culture meals are made of mainly beef and
chicken. Fish is used as a lower and fresh price meat product.

The Armenian cuisine is a wonderful world of many different tastes and smells. It
is a very specific part of the mysterious Oriental cuisine. Armenians are well known for
their hospitality, and for hosting guests they prepare special dishes mainly from meat
products. In this case, beef is the most commonly (Armenian “dolma”, which is grape
leaf wrapped meat, beef "kufta” - balls of minced meat, beef “khashlama” - boiled
meat, and etc.) For hosting guests customers prefer using beef, pork and chicken.
Lamb and fish are in fourth and fifth places in the figure accordingly.

Armenians like outdoor activities, including picnics, parties. The main food used
in picnics is Armenian barbequed pork, lamb and vegetables. Thus, Armenians prefer
using mainly pork, and chicken and lamb. Fish and beef are in the same consumption
level after above stated meat types.

High consumption level of pork for hosting and picnic occasions can be explained
by the Armenian tradition of using fried pork or pork barbeque.
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According to the survey, meat is not an impulsive purchase meat product. Among
the questions asked the common reply was the following one: “I always decide before
coming to store”, in 99% of cases, and only 1% of interviewees take a decision in the
store.

The frequency of meat purchase is important in analysis, to find out the demand.
Most people buy meat quite frequently, 14% of them -everyday, 55% - once or twice in
a week. Only 1% buys rarely - once or twice in a year.

Consumer preference structure analysis included (a) preference among domesti-
cally produced and imported meat and (b) purchasing place. The domestically pro-
duced, local meat has the prevalent share of preferences comprising about 73% of
responses. This is explained by customers’ preference for buying fresh meat.

According to the meat consumers, freshness and price are the most important fac-
tors conditioning the purchasing decision.

The meat is purchased according to priority in: market, nearby store, specialized
store, and supermarket. This is again explained by the customer preference for buy-
ing fresh meat.

Concerning sausage type, the highest percentage had: “no preference/doesn’t mat-
ter” (57%) and “I buy beef” (3(%), while in the direct question about buying lamb/mut-
ton sausage, 47% of interviewees think that they will not buy lamb/mutton sausage. 29%

were not sure if they would buy or not. Only
Figure 16 How much do you spend on 24% are confident in buying lamb / mutton

meat in a month sausage.
more than Less than 2000-7000 To analyze price preference we need to
7000 AMD 2000 AMD AMD compare month spending of all interviewees
48% 14% 38% on meat with month spending of lamb/mut-

ton user interviewees. Only 48% of cus-
tomers spend more than 7000 AMD on meat,
and 65% of the lamb/mutton users spend
that same amount.

Figure L2.2 How much do you spend on meat
in a month (lamb/mutton usesrs)?

Most of respondents thought that
hygienic conditions and availability of
certified meat products in the stores
were the best ways to improve the
meat supply market. 65% 29%

more than 2000-7000
7000 AMD AMD

Target group definition: Out of 220
interviewers only 102 people use
lamb/mutton. To define target market Less than
we separate the analysis taking only 2000 AMD
lamb/mutton into consideration. 6%
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The target group demographics, Figure L1 Do you use lamb/mutton meat?
where most of people are between
36 and 51 years old, 64% of them
hold a bachelor or masters degree.
Most buyers are female. The family no yes
size for 53% interviewees is 4-5. 54% 46%

Those who prefer lamb/mutton
spend more on meat in a month,
than those who prefer another meat.

People who buy lamb/mutton mainly prefer local meat and plan purchases before
coming to the store. From those who prefer lamb/mutton the ratio of freshness and
price in comparing the importance factor of meat purchase is 76 % versus 8 % conse-
quently. It means this target group is not price sensitive since freshness and quality of
product is more important.

4. Food Store Sellers Survey

Food store sellers’ survey methodology: During the survey 18 interviews with sell-
ers from different food stores of different regions were conducted. Since the amount
of interviews had to be limited, the stores were chosen to represent all Yerevan re-
gions. The results are not intended as a quantitative assessment and cannot be sta-
tistically projected onto the industry at large. Since the same person did all the
interviews, overall impression based on additional information gathered during inter-
views is presented.

Food store sellers’ survey: According to food store sellers it is obvious that the
most popular types of meat in the stores are beef, pork and lamb respectively.

The main suppliers for
meat are farmers, media-
tors, and importers.

Figure 35 Where do you get meat for sell?

Food store sellers testify
that the main reasons of pur-

chasing the meat from spec-
_ _ : ified suppliers are quality,
, - 57 price and availability of cer-

tificate of origin.

farmer intermediary impoter
® First ® Second o Third Most of interviewee sell-
ers (60%) buy meat for sell-
ing everyday to have fresh
product available in their stores, while 55% of sellers buy lamb/mutton once a week,
and 39% only for holidays. In all cases they prefer local meat versus imported.
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To the question “how often do people ask for lamb/mutton?”, the reply was 72%
- sometimes, 22% - often, and 6% - not often.

5. Food Market Sellers Survey

Food market survey methodology: During the survey 10 interviews with meat sell-
ers from different markets (Gum, Malatia and Komitas markets) were conducted. Since
the amount of interviews had to be limited, the markets were chosen to cover main
meat markets in Yerevan. Points of meat sales were chosen with presence of
lamb/mutton meat. Since interviews were done by different people, but controlled by
the same person, overall impression based on additional information gathered during
interviews, also will be presented.

Food market survey: It became possible to get the real picture of meat assortment
displayed in the markets. The picture for meat type proportion according to sales vol-
ume, is the following: in the first place it is beef (90%), in the second place is
lamb/mutton (60%), and in the third place pork and lamb (40% each). The main sup-
pliers for meat are farmers (80% buy from them) and mediators (50% buy from them).
The reasons of purchasing the meat from specified supplier(s) are quality and price.

Most of food market sellers buy meat daily (80%), and 10% buy weekly and 10% buy
every other day. According to sellers, 50% of them buy lamb/mutton daily, 10% every
other day, and 40% weekly.

According to food market sellers, consumers buy lamb/mutton for “khashlama”
(boiled meat), and for making a meal (in Armenian cuisine there are several dishes
made of lamb/mutton). Consumers ask for lamb/mutton sometimes - 50% and often -
50%. As all interviewees were chosen since they were selling lamb, it is obvious that
most of consumers were asking for lamb knowing that the market store is selling it.

Food market sellers estimate the preference of consumers on colour, weight, fatty
tail, and sex as following: (1) no colour preference - 60%, black - 40%; (2) 8-12 kg - 60%,
less than 8 kg and no preference - each 20%; (3) fatty tail - 80%, no preference - 20%;
(4) no preference - 40%, ewe lamb - 40%, ewe - 20%.

The sellers were asked about the price range of lamb/mutton. It was found that min-
imum retail price range is 1200-1400 AMD and maximum price range is 1300-1600 AMD.
Descriptive statistics for minimum and maximum lamb/mutton price is the following:

Table Descriptive Statistics for Minimum and Maximum Lamb/Mutton price in AMD

Minimum price Maximum price

Mean 1250 Mean 1510
Standard Error 22.36067977 Standard Error 34.8010217
Median 1200 Median 1500
Standard Deviation 70.71067812 Standard Deviation 110.0504935
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6. Restaurant Survey

Restaurant survey methodology: During the survey 5 restaurants were visited. Since
the amount of interviews had to be limited, the restaurants were chosen in the cen-
ter of Yerevan, mainly in Proshyan Street (the main consumer of lamb/mutton meat
are their customers). Interviews were conducted with Tufenkian Restaurant with East-
ern and Western Armenian cuisine, and with four restaurants in Proshian Street with
availability of Armenian barbeque with pork and lamb. The results are not intended as
a quantitative assessment and cannot be statistically projected onto the industry at
large. The interviewer gathered extra information, and since the same person did all
restaurant interviews, it will be presented during analyses as overall impression about
current situation.

Restaurant survey: Chefs prefer to purchase lamb / mutton from one supplier, for
chain of Tufenkian Restaurants it is a supermarket, and for the remaining it is “Ezdis”.

In the restaurant trade, customers only see a cooked product. However, the chefs
are concerned that lamb / mutton should have a delicate taste, which is conditioned
with its colour, weight-age, sex, fatty tail, and slaughtering.

7. Meat Processors Interview

Interview of meat processors methodology: Survey of meat processors based on
personal interviews with company as well as on non-confidential information provide
by USDA MAP about companies. Three companies were included in a survey to identify
possibilities of mutton usage in the sausage production.

Interview of meat processors: Three meat processors companies, A. Bilian, Ateng
and Ice Food, have been included in this study for finding out about the meat market
in Armenia. Since there was not production of lamb/mutton sausage in the first two
companies, it was decided to choose a company producing frozen semi-cooked prod-
ucts.

Key points about the finding: Two meat processors don’t have experience of pro-
duction of lamb/mutton sausage, but they have experience in production of goat
sausage. Project was possible to implement only with support of USDA MAP.

There is a need of market research to find out the reliable supplier in terms of
quality consistence and price. Usage of lamb in sausage production is not appropriate
at this moment. Since, to start production there should be 3 main components: (1)
availability of appropriate technology of lamb/mutton usage in sausage production, (2)
there should be market demand developed for the lamb/mutton sausage usage, and
(3) there should be a supplier in terms of quality consistence and price.

With the case of semi-cooked product producing companies is different. Use of
lamb/mutton in several semi-cooked products is possible, taking into account Armenian
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cuisine (see lamb/mutton consumption in restaurants in Armenia). It is possible to use
lamb/mutton in production of “khinkali” and “kiabab” (barbeque of ground lamb/mut-
ton). Since the production of semi-cooked products is developing in Armenia and day-
by-day there are new companies producing them, thus increasing the demand. It will be
more realistic in the presence of high quality lamb/mutton offered for a lower price.

One thing is evident, there is a huge opportunity for any industry to tap into the
food market, in the form of supermarket retail ready packs complete with garnishes
and condiments. This has proven successful with beef and chicken products and so
paves the way for lamb and mutton.

8. Milk Processors Interview (cheese makers)

Milk processors interview (cheese makers) methodology: A total of 5 milk proces-
sors (cheese-making factories) were chosen. By preliminary plan only two cheese mak-
ers had to be involved in research. Both of them are in a Sisian region, but since they
were experienced in production of sheep cheese, 3 additional companies were in-
cluded in the survey.

Key points about the finding: The results include information about the milk pro-
cessing companies, their operation areas, production volume, and their plans of start-
ing or expanding production of sheep cheese. The interviews revealed that the
companies mainly use cow milk (a few of them use small quantities of goat / sheep
milk) for their productions. However, most of them will start or expand their business
to produce sheep cheese, and thus to use sheep milk, if a high-quality sheep milk will
be produced. Among those companies are Balaki Lchak (Balak village, Syuniq region),
Boti Cooperative (Sisian, Syuniq region).

In the local market, there is a high-quality sheep milk demand, as the existing milk
can be provided mainly by Ezdies which is does not adhere to appropriate sanitation
conditions (information is non-confidential, and is provided by USDA MAP).

9. Wool Processors Interview

Wool processors interview methodology: A total of three managers participated in
in-depth interviews concerning wool processing. Companies were chosen by their pro-
duction volume and wool purchase.

Interview of wool processing companies: Among the interviewees were Tufenkian
Trans Caucasus, Armen Carpet, and House of Davidian. All of those companies are in
carpet production business in Armenia. The interviews included questions about wool
type, colour, and annual volume of purchase, price, and regions of production.

Key points about the finding: The in-depth interviews revealed that the main wool
bought by industry players is white wool of “balbas” sheep, and the price range for
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washed wool is 1300-1500 AMD and non-washed wool is 400-500 AMD. It is important
to mention that milk and meat of this type of sheep also can be used.

They buy most of wool from Vayots Dzor and Syuniq regions. The demand of wool
by all companies together is about 136 tons of white wool of “balbas” sheep annually.

Findings

The findings of this study are the following:

There is evidence that the lamb/mutton consumption is seasonal and consumers
use it mainly to make various dishes for hosting guests. According to the results of a
consumer survey, beef is the main meat type used by consumers. There is a need of
undertaking a new market research with the purpose of finding out the reason why
people don’t buy from stores.

Food market sellers’ interviews revealed that the market is supplied mainly by a
few suppliers on behalf of “Ezdis”, specializing in breeding sheep.

For restaurant trade it was found that menus are in place for several months with-
out change, so the ability to source a product over the medium and long-term is im-
portant.

The interview with the executive chef of Tufenkian restaurants suggested that
when consumers eat in luxury restaurants, they are buying not just the food; they are
buying the atmosphere, the service and the overall dining experience. It is a given in
the consumer’s mind that the food quality is beyond reproach. Producers selling to
the restaurant trade, either directly or through wholesalers should expect that 9-15
kg sheep are the most common size.

Chefs of all restaurants have purchased certified lamb/mutton for their restau-
rants. However, they will be willing to buy from the slaughterhouses as long as it is a
single supplier.

The interviews suggested that restaurants are predominantly concerned with the
quality of the lamb/mutton they serve. While the price is an important part of the de-
cision for consumers to buy (mainly for Proshian street restaurants, it is not the case
for the restaurants who will add a bonus for certified lamb/mutton products.

Producers that want to sell directly to restaurants or to restaurant supply compa-
nies should expect to produce high quality meat and distribute it using refrigerated
trucks and have sanitation certificate for lamb/mutton.

The study makes known that there is a specific demand for sheep milk, as im-
porters want some dairy products and sheep cheese, which is currently undeveloped
in Armenia. There are several markets with sheep cheese demand. It is important to
consider that the dairy product processors and cheese making factories don’t use sheep
milk because of lack of high quality milk (they will use milk processed in hygienic con-
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ditions with special equipment, including cooling tanks). USDA MAP is planning a proj-
ect of sheep cheese production, and it might be appropriate to negotiate with them
in bringing a consultant over to Armenia for this project.

The interviews suggest that there is a potential market in specific white wool for
wool processors. The demand on white wool grows annually because of increase of
volume of production of wool processing factories, mainly carpet making factories.

The meat processors interviews have shown that the factories did not use
lamb/mutton in meat products, but they had an experience of making goat sausages.
It is worth mentioning that lamb/mutton meat can be used in semi-cooked products.
By supporting consultant agribusiness organisations in setting up lamb/mutton sausage
- by advising in specificFtechnology usage, lamb/mutton sausage might be produced.

Recommendations

Results of this study reveal several strategies for the lamb/mutton industry:

1. Different sheep should be bred for milk, meat and wool. It should be noted that
the white “balbas” are used primarily for wool.

2. There conditions of milk production should be improved to offer the market
high quality hygienic milk. Special cooling tanks should be used in keeping and
delivering sheep milk to dairy product and cheese processing factories. The
market of Roquefort cheese (where sheep milk is used) and other sheep cheeses
should be taken into consideration for future development.

3. A slaughterhouse should be developed to provide markets (restaurants, retail
stores and markets) with high quality certified lamb/mutton, with special
colour, weight, and age preferences of the market. The packaging will be im-
portant. Customer awareness should be raised by education process. Also, re-
ceipts should be accompanying the pre-packed lamb/mutton sold in the food
market and food stores.

4. A new detailed research is required to find out the usage of lamb/mutton by
consumers.
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APPENDIX |
Questionnaire for customers’ survey

The survey has been undertaken by VISTAA Consulting Company for ACF

The name of region Center Komitas  Malatya Shengavit Mashtots

Avan Nork Davitashen Erebuni Zeytun

1. Who is doing shopping in your family?

myself anyone
spouse / husband other (specify)

2. What is the frequency of meat purchase?

everyday once or twice in a month
once or twice a week once or twice in a year
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3. What meat do you use for everyday meal (you can choose more than 1 answer

1-3)?

chicken
pork

fish
beef

lamb / mutton
don’t use

4. What meat do you use for hosting guests (you can choose more than 1 answeyr

1-3)?

chicken
pork

fish
beef

lamb / mutton
don’t use

5. What meat do you use for picnic (you can choose more than 1 answer, 1-3)?

chicken
pork

fish
beef

lamb / mutton
don’t use

6. How much do you spend on meat in a month?

less than 2000 AMD 2000-7000AMD more than 7000 AMD

7. Where do buy meat products?
(you can choose more than 1 answer, maximum 3 answers, please specify
them according to the importance).

market
nearby store

Specialized meat store
Supermarket

8. When do you make decision on meat purchase?

in the store both

before coming to store
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9. What sausage do you use (meat)?

chicken bee lamb / mutton
pork doesn’t matter vegetable (soy based)

10. Will you buy sausage with lamb / mutton?

yes no don’t know

11. Do you buy local or imported meat?

local imported both

12. What is the most important for meat purchase (you c an choose more than
1 answer, by importance 1-3)?

store location freshness price

service availability of meat products
13. Sex male female
14. How many people are in your family? | 1 2-3 4-5 6 or more
15. How old are you? under 25 26-35 36-50 51 or more

16. What is your education? | school 8 years high school bachelor master

17. Recommendation on improvement of meat market
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Questionnaire for food sellers’ survey

The survey has been undertaken by VISTAA Consulting Company for ACF foundation.

Date of interview June 2004
The name of region Center Komitas Malatya Shengavit  Mashtots
Avan Nork Davitashen  Erebuni Zeytun

1. What kind of meat do you sell?

local imported both

2. Please specify the meat sold and the proportion according to sales volume,
total 100%.

chicken lamb / mutton
pork beef

3. From whom do you buy the meat (you can specify more than one answer)?

slaughter house mediator
importer farmer other (specify)

4. How often do you buy meat?

everyday once a week
once in two days only in holidays

5. When do you buy meat?

in the morning in the evening
in afternoon any time

6. How do you pay for meat?

immediately, cash, just in buying
after selling the meat
partially, part in buying and another part after selling the meat
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7. Why do you buy the meat of that individual / organisation?

the quality certificate
quality

price

on-time delivery
service

good distributor
other (specify)

8. Do you return remained meat or not?

no sometimes often always

9. How often customers ask for the lamb / mutton meat?

often sometimes no often they don’t ask

10. When do you buy lamb / mutton meat?

everyday once in a week
once in two days only in holidays

11. Recommendations on lamb /mutton meat supply market improvement.
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Questionnaire for food market sellers’ survey

The survey has been undertaken by VIST AA Consulting Companyfor ACF founda-
tion.

Date of interview June 2004

Name of market

1. What kind of meat do you sell?

local imported both

2. Please specify the meat sold and the proportion according to sales volume,
total 100%.

chicken

lamb / mutton
pork

beef

3. From whom do you buy the meat (you can specify more than one answer)?

slaughter house importer farmer
own farm other (specify) mediator

4. How often do you buy meat?

everyday

once a week
every other day
only on holidays

5. When do you buy meat?

in the morning
in the evening
in afternoon
any time
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6. How do you pay for meat?

immediately, cash, just in buying

after selling the meat

partially, part in buying and another part after selling the meat
I sell the production from my own farm

7. Why do you buy the meat of that individual / organisation?

the quality certificate
quality

price

on-time delivery
service

good distributor
other (specify)

8. Do you return remained meat or not?

no
sometime
often
always

9. How often customers ask for the lamb / mutton meat?

often
sometimes
not often
they don’t ask

10. When do you buy lamb / mutton meat?

often
sometimes
not often
they don’t ask
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11. For what purpose customers buy lamb / mutton meat?

for a meal (piti) for khashlama
for barbeque for sacrifice event don’t know

12. In buying lamb / mutton meat do customers have a preference in its colour?

they prefer a white one
they prefer a black one
they prefer a dark one
don’t have any preference

13. In buying lamb / mutton meat do customers have a preference in its weight?

they prefer less than 5 kg
they prefer from 6 to 9 kg
they prefer from 9 to 15 kg

they prefer more than 16 kg
don’t have any preference

14. In buying lamb / mutton meat do you have a preference in its sex?

they prefer a lamb
they prefer an ewe
they prefer a ram
don’t have any preference

15. In buying lamb / mutton meat do you have a preference in its fat?

they prefer a fat one
they prefer non-fat one
don’t have any preference

16. How much does 1 kg lamb / mutton meat costs?

minimum price
maximum price

17. Recommendations on lamb /mutton meat supply market improvement.
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Questionnaire for restaurant survey

The survey has been undertaken by VISTAA Consulting Company for ACF founda-
tion.

Date of interview

Restaurant name

1. What is your title in the restaurant?

owner
manager

cook

other (specify)

2. Who is the decision maker in purchasing?

owner cook
manager other (specify)

3. How is your business?

it is increasing
it is seasonal
it is constan
it is decreasing

4. How would you describe your customers?

lower income

higher income
middle income
mixed income

5. What kind of meat do you buy?

only loca only imported both
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6. Please specify the meat bought and the proportion according to the buying
volume, total 100%.

chicken

beef

fish

pork

lamb /mutton

7. From whom do you buy the meat? (you can indicate more than one answer).

slaughter house
importer
farmer
mediator

other (specify)

8. How often do you buy meat?

every day

every other day

weekly

only on holidays

any time when there is a need, after the stored meat is finished

9. When do you buy the meat?

in the morning
in afternoon
in the evening
any time

10. How do you pay for meat?

immediately, cash, just in buying
after selling the meat
partially, part in buying and another part after selling the meat
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11. Why do you buy the meat of that individual / organisation?

the quality certificate on-time delivery
quality service
price good distributor other (specify)

12. From whom do you buy the lamb / mutton meat?

slaughter house / local producer
importer

mediator

farmer

ezdi

13. In buying lamb / mutton meat do you have a preference on its colour?

| prefer a white one

| prefer a black one

| prefer a dark one

don’t have any preference

14. In buying lamb / mutton meat do you have a preference in its weight?

| prefer less than 5 kg

| prefer from 6 to 9 kg

| prefer from 9 to 15 kg

| prefer more than 16 kg
don’t have any preference

15. In buying lamb / mutton meat do you have a preference in its sex?

| prefer a lamb

| prefer an ewe

| prefer a ram

don’t have any preference
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16.

17.

18.

19.

20.

21.

22.

In buying lamb / mutton meat do you have a preference in its fat?

| prefer a fat one
| prefer non-fat one
don’t have any preference

How do you satisfied with the distributor of lamb / mutton meat?

completely satisfied
partially satisfied

I am not satisfied

I am not sure

How the lamb / mutton meat should be cut?

complete, without cutting
all cut

only the needed cut parts
purchase only live animals

How fresh the lamb / mutton meat should be?

fresh frozen

How much is 1 kg lamb / mutton meat costs in Armenian dram?

minimum price maximum price

Will you pay 150 AMD more to buy meat cut in hygienic conditions?

yes no

Recommendations on lamb /mutton meat supply market improvement
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APPENDIX 13: EXAMPLE OF A BUSINESS PLAN

BUSINESS PLAN
For «Gisastgh» IGA Group
In Darbas
Village Darbas, Syunik Region
The Republic of Armenia

Business plan data sheet

Business Name “Gisastgh” IGA group of Darbas

Address and telephone Village Darbas, Syunik region, RA.

Business Description This business will produce and sell lamb and wool.
Main buyers of lamb are brokers.

Business Activity Period March 2005 - March 2006

Business Purposes

> To produce high quality and organic lamb meat.

> To breed healthy lambs (10-12 kg of weight for 3-4 months old lambs)
> To obtain clean wool

> To achieve 1,953,000 drams of sales volume during the reporting period
> Increase amount for IGA up to 274,000 drams

Brief Business Description

Darbas is one of those communities involved in “Rural Self Reliance Development
Project” implemented by ACF-E; it is located in Sisian area of Syunik Region, situated
at 1500m above sea level and 25km distance from Sisian and the main road. Out of 258
families of the community 180 are considered vulnerable. 100 ha of arable, irrigated
land are close to the village and the rest of 427 ha of lands are located at 30-35 km
from the village in “Yerablur” area. The residents get good yields of cultivated veg-
etables, especially cabbage, however the absence of market affects the selling op-
portunities. Taking into consideration the climatic conditions and availability of
pastures, it is reasonable to develop sheep breeding. The area is especially favorable
in winter when climate conditions allow shortening storage period for sheep. This cir-
cumstance has influence on lamb and wool production costs. For provision of fodder
for sheep and lambs, ACF-E project planted sainfoin on 22 ha of land area in 2003. In
2005, it is intended to plant barley and spelt on 12 ha of land area. The expectation
of yield from 1 ha of barley or spelt is 1500 kg and from 1 ha of sainfoin is 2000 kg.
The higher yield will also reduce the production costs.

In 2004, the beneficiaries of the programme earned 972,300 drams. In 2005, the
beneficiaries are expected to earn 274,000 drams, investing some part of their income
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in expansion of business. The main production of this business is lamb meat and wool.
The demand for lamb is quite good and exceeds the supply. Lamb and wool will mainly
be sold through brokers. Lamb sales in 2005 are expected to return 1,413,000 drams
and wool sale 140,000 drams.

Lambs will be sold at 3-4 months age and with the intensive feeding, they should
reach 12kg. 70-80% of the lambs will be sold and the rest will be kept for reproduction.

There are veterinarians and specialists in that field among group members who
assist in organizing the group work. The group, by its own means, acquired a type of
shed that helps to organize the summer season properly. The group has plans to start
construction of a stone or a concrete outhouse that will help to organize a correct
transition of guarding during wintertime. ACF-E provides not only financial and mate-
rial support, but also vocational assistance in sheep breeding, land processing, mar-
ket research, management and accounting.

History and description of group foundation

The project is implemented by ACF-E and financed by Swiss Development Corporation.
The main objective of the project is to improve the living standards of men and women
in rural Sisian. The best way of assisting vulnerable families is to provide them with an
activity with a long-term stable income. “Gisastgh” sheep breeding group was founded
in March of 2003. In July 2004 the first phase of the project finished and the second phase
started. According to the procedure of the second phase of the project, the IGA groups
should be formed on a voluntary basis. “Gisastgh” sheep breeding IGA group consists of
15 members and all the members decided themselves to be members of the group. Ac-
cording to requirements of the new phase, a new Memorandum of Understanding was
signed by and between ACF-E and IGA group. A new Internal Regulation was elaborated
and accepted after discussions about it with the group. The group elected a leader for
planning of works, coordinating and implementing them. Form of ownership is collec-
tive. The group members have no rights to sell or alienate the animals received from
ACF-E. They can sell only new generation of animals (increase of herd through their work).

Production and Service

The main production is lamb and wool. Lamb meat is in high demand. Taking into
consideration the fact that qualitative characteristics of the lambs in highlands and
foothills are better than those of Ararat valley, the middlemen resell the meat in re-
gions of Ararat valley and Yerevan markets where they easily find consumers.

The characteristics of lamb meat are:
o Taste

o Fattiness
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Usually the lambs are bought by live weight, that’s to say 600-650 drams are paid
for 1 kg of live weight. Lamb, as a product, is always in demand. Currently the supply
does not satisfy the demands.

From point of view of fatness the lambs are divided into 3 groups:
» Lower to middle fatness

» Middle fatness

» Higher to middle fatness

We get 5-6 kg of meat from 4-5 months old lambs if they are classified as lower to
middle fatness. If it is of middle fatness - 7-9kg meat, and if it is higher to middle fat-
ness - 12-13kg.

IGA group members should work well to reach the expected result. The wool qual-
ity will depend on sheep’s conditions, feeding, care and cleanliness. They will get two
types of wool: clean (pure) and half-soft. It is planned to get 70% white and 30%
coloured wool. It will be 8-12cm long.

Marketing plan

Description of the main market

Darbas sheep breeding group produces lamb and wool for consumer markets. Cur-
rent consumers are those who know and praise high quality lamb and wool. Sisian dis-
trict lamb is quite famous in Yerevan and in Ararat valley. The consumers appreciate
the taste and organic quality of meat produced here. Currently the lamb meat has a
high, unsatisfied demand. The main consumers are middlemen that visit Sisian district
villages and do wholesale buying. They sell the lamb in the markets of Yerevan and
Ararat valley.

Marketing Strategy

The following strategy is applied by the sheep-breeding group: high quality and
marketing average price. In case of intensive feeding and normal care, the group pro-
duces above average lambs. The lambs are fed with the mother’s milk and get addi-
tional feeding of cereal fodders (barley or sainfoin). This will affect the taste of meat
and weight. Proper care of sheep will give high quality wool. Qualitative criteria are
the following: cleanness, softness, length, colour and type. Everything will depend on
the feeding and keeping them clean. Cost of quality wool in Sisian area differs from
400 to 500 dram per 1 kg and average price of lamb is 1200 dram.
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Name Forecast 2005 2006
Sales Volume March | April | May | June | July | Aug | Sept | Oct | Nov | Dec | Jan | Feb | Total
1 Lamb /unit/ 60 20 30 20 130
2 Wool /kg/ 350 350
30 Spelt /kg/ 4000 4000

Production Plan

Production Volumes

Darbas IGA group produces lamb and wool in Shamb village. It is situated 17 km far
from Sisian. The majority of members live in Darbas village and there is a problem of
transport of members. Presently Darbas IGA group has 177 ewes, 7 rams and 85 lambs.
At the end of April 2005 the group will receive 15 ewes and 15 lambs as investment from
ACF-E. From the 207 sheep, it is intended to produce 202 lambs. The birthing season is
from November to February. The newborn lambs are fed with milk, grains and grass. 70-
80% of the lambs are sold and the rest are kept for reproduction, using a selective
process to improve the breeding stock. The lambs will be sold at 3-4 month having
weight of 10-12 kg. In regard to wool production, the sheep are sheared in May and the
lambs in August. The group purchased a shearing machine that allows for increasing,
quality production. The group can produce 300 kg of sheep wool and 30-40 kg of lamb
wool annually. The wool is sold in August.

Records of annual lamb growth are displayed in the following chart.

2005 2006

Mar | Apr | May | June | July | Aug | Sept | Oct | Nov | Dec | Jan | Feb | Total

Existing quantity of sheep | 185 | 185 | 210

New born lambs 145 | 10 7 50 50 | 50 | 52| 364
Sold lambs 60 20 | 30| 20 130
Remaining lambs 8% | 75| 52| 32 32 32| 32 | 32 | 82 | 132 182 | 234

Sold wool 350 350

In autumn 2005 there will be 37 lambs available of which 32 will be group sheep
and 5 of which were provided by ACF-E

Capital Assets
For lamb production, the main assets are sheep and the tools and equipment that

the group has in the sheep-breeding farm. The following chart introduces the main
conditions of capital assets:
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Capital Assets Physical state

Shed Renovated
Storage Renovated
Equipments (feeding plate, watering tank and so on) Normal
Shearing aggregate normal
Fodder grinder normal
Cart normal
Sheep normal
Scales normal
Summer outhouse normal

Raw materials and means

Fodder is considered a raw material especially hay, barley or spelt and salt. Sain-
foin was planted and it is foreseen to plant barley and spelt. Barley, spelt and sainfoin
were planned on the basis of intended fodder norms of sheep and lambs and1500 kg/ha
of harvest will provide 4000kg of spelt sale. The norms are:

Ewes Lamb Lamb
Hay 1.5 45 0.5 15 1.0 30
Barley 0.3 9 0.3 9 0.3 9
Salt 0.007 0.21 0.004 0.12 0.007 0.21

Taking into account these norms and feeding periods it is possible to calculate nec-

essary quantity of fodder for the whole herd.

Average Feeding Necgssary Total fed Total
norm/kg/ | period/day/ ql:;r;t(;t)/kg/er livestock q:aerf;:;a/rzg /
Ewes
1 | Barley/spelt 0.3 90 27 210 5670
2 | Sainfoin 1.5 110 165 210 34650
3 | Salt 0.007 365 2.555 210 537
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Average Feeding Necgssary Total fed Total
norm/kg/ | period/day/ ql:]aer;t(;t/yk;g)/er livestock q:aerftei:;a/rlfg /
Lamb
1 | Barley/spelt 0.3 90 27 37 999
2 | Sainfoin 0.8 120 96 37 3552
3 | Salt 0.007 365 2.555 37 95
Lamb (small)
1 | Barley/spelt 0.3 120 36 202 7272
2 | Sainfoin 0.4 120 48 202 9696
3 |Salt 0.004 365 1.46 202 294.9

For regular wintering the group needs:

Total needed Self-production | Additional purchase For sale
1 | Barley/spelt 13941 18000 4059
2 | Sainfoin 47898 44000 3898
3 | Salt 926.005 926

Labour

Sheep breeding IGA group in Darbas consists of 15 members. The group has a leader,
an accountant and other members.

The main work include:

 Pasture care

« Birthing

« Daily care and feeding

 Basic veterinary care

« Barley and spelt planting, mowing and storing

» Hay mowing, baling and piling

The group leader coordinates the work and each member actively participates.
The work schedule is formed and the group members carry out by shifting their obli-

gations. Shepherds were chosen and are responsible for sheep pasture care. Work dis-
tribution helps everyone to become professional in his or her work.
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Payment

The amount foreseen for group members will be given as following: distributed
amount will be calculated after taking out all direct and indirect expenses and nec-
essary amounts for reproduction for the next year. Each month a list of income distri-
bution will be drafted, signed and kept. A part of received profit will be invested in
business for the purpose of future reproduction and the other part will be distributed
among the beneficiaries according to the work done. The workers are paid with prod-
ucts as well. Charitable aids are provided to orphans and the families of lost soldiers.

Management and Organisation

Organisational Structure

IGA group organisational structure is the following:

Group General Meeting

Group Leader

Accountant Members

Responsibilities of members

Group leader

» Manages and coordinates group work

« Manages group finances

 Finds new markets

« Signs contracts with providers

» Follows regular information on financial reports

Accountant

« Establishes productive-financial calculations of group activity
» Runs necessary accountancy for group
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» Keeps accounting and other documents regarding the group
« Drafts Financial reports

« Presents reports to ACF-E

Members
« Participate in shed renovation
« Participate in land cultivation
 Participate in vet measurements

« Daily feeding and care of sheep and lambs

Legal regulation of the groups

Ownership Collective ownership
Contracts Shed and land rent contracts

Memorandum of Understanding and Agreement

Taxes and Payments Free of profit tax, inventory tax and VAT. The group pays
land tax, pasture and shed payments.

Internal Regulations It regulates internal legal relations of the group, mem-
bership, rights and obligations of members, formation of
legal bodies, and financial economic supervision of
group, reformation and income distribution.

Group general meeting It is the highest leading body of the group. It changes
and amends regulations, makes decisions regarding new
member involvement in the group and deprives former
members of their rights. The general meeting decides
the rule of profit distribution.

Business Structure

IGA “Gisastgh” group of Darbas village is the owner of all assets provided by ACF-E
organisation. The group cannot alienate the assets provided by the organisation. The
group can alienate only the increased assets created by group work for justified cur-
rent expenses.

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY n



Financial Plan

Price and Sales volume

Prices and assumed sales volumes are shown in the chart for reporting period that
is the following:

Assumptions for 2005 (dram) 2006 (dram)
Total
Price of 1 sold

1 10300 | 11000 | 11500 | 11500 44300
lamb

Quantity of

sold lambs 60 20 30 20 130

Revenue of

618000 | 220000 | 345000 | 230000 | 0 0 0 0 0 0 0 0 1413000
sold lambs

Price of 1 kg
2 | of wool 400 400
sold/dram/

Quantity of
sold wool 350 350
Ikg/

Revenue of

0 0 0 0 0 |140000 0 0 0 0 0 0 140000
wool sold

Price of 1 kg

sold spelt 100

Quantity of
sold spelt 4000 4000
Ikg/

Revenue of

0 0 0 0 0 0 0 | 400000 O 0 0 0 400000
sold spelt

4 Tl 618000 | 220000 | 345000 | 230000 O (140000 0 400000 O | O | 0 | 0 | 1953000
revenue
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Group planned the following way for hay harvest:

- Quantity Unit price/dram/ Total /dram/

Mowing /ha/ 6,000 132,000
2 | Baling /unit/ 2,200 30 66,000
3 | Twine /kg/ 22 1,500 33,000
4 | Diesel /l/ 400 250 100,000
5 | Petrol /l/ 20 350 7,000
6 | Transport /trip/ 20 5,000 100,000
7 | Total 438,000

Planning the expenses of barley and spelt harvest:

- Unit price/dram/ Quantity Total /dram/

Spring plough /ha/ 6,000 72,000

2 | Raking /ha/ 3,000 12 36,000

3 | Sowing /ha/ 3,000 12 36,000

4 | Diesel /l/ 250 300 75,000

5 | Fertilizer /package/ 5,000 36 180,000

6 | Transport /trip/ 5,000 2 10,000

7 | Spraying of fertilizer /ha/ 2,000 12 24,000

8 | Total spring cultivation 433,000

9 | Mowing /ha/ 8,000 12 96,000

10 | Transport /trip/ 3,000 3 9,000
11 | Diesel /l/ 250 300 75,000
12 | Total harvesting 180,000
13 Total costs 613,000
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The group plowed 12 ha in 2004 with total cost of 196800 drams (16400 dram/ha).
For winter plowing the group used a loan provided by ACF-E of 90000 drams. Winter
plowing and seed expenses are not included in the presented chart. 2400 kg of barley
and spelt from 2004’s production will be used as seed. The group analyzed the cost price
of produced products in the following way: the total annual expense is 2286300 dram (in-
cluding winter plowing and seed expenses) of which expenses of every product are dis-
played as follows:

Share Total Unit
. in total Cost Herd Average . production
## | Production X production .
expenses /dram/ /head/ | weight /kg/ cost price
/kg/
3 /dram/
1 | Lamb meat 48 1,097,424 202 12 2424 453
2 | Wool 5 114,315 210 1.7 357 320
3 | Barley, spelt 47 1,097,000 12 1500 18000 61
4 | Total 100 2,286,300
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“Gisastgh” IGA group balance on 31.12.2005

N: | Assets Cost dram N: | Liabilities Cost dram
Capital assets Own capital 5954518
Animals 3780000 4 | Total own capital 5954518
Inventory and tools 250000 | Debts
1 | Total capital assets 4030000 Loans

Working capital

Credit debts

Growing animals 1055000 Other debts
Fodder 831018 5 | Total debts 0
Total working capital 1886018.3
Cash

Cash 38500
Accounting
Debts

3 | Total cash 38500
Total assets Total liabilities

5954518

5954518

(total of 1, 2, 3 lines)

(total of 4 and 5 lines)

Foreseen amounts for animals were calculated as follows:

Sheep 210
Total

Lamb 37

1-2 month old lamb 100
Total

INCOME GENERATING ACTIVITIES:

18000 3780000
3780000

15000 555000
5000 500000
1055000
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For fodder articles is the following:

Cost price of 1 kg
or procurement

Remaining on

01.12.2005 cost /dram/
1 Barley 8713 61 531017
2 Sainfoin 29936 10 298002
3 | Salt 20 100 2000
Total 831018

Expenses of winter tillage, seed, summer sowing and harvesting were included in
barley cost price and for calculating hay cost price harvesting, transport and piling
expenses were included. Salt is procured at market price: 100 dram/kg.

Risk Management

1. Unsatisfactory product sale
a) To try to influence price changes
b) To use ACF-E organisation to find buyers
2. Unforeseen infections diseases, contaminated food
a) To use assistance of ACF-E specialists
b) To call on other specialists of agricultural and veterinary organisations

c) To implement appropriate curing processes
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APPENDIX 14: BRIEF MANAGEMENT TRAINING GUIDE

Training of administrative, financial and management committees

Introduction:

The training sessions have been organised by Action contre la Faim in order to help
the group’s committees improve their management skills in order to ensure the proper
functioning of the mill or rice husker donated by ACF. Given that the beneficiaries are
vulnerable rural families with little or no schooling, the training is extremely impor-
tant to ensure the sustainability of the project.

At the end of the training, the beneficiaries should have the necessary skills to
face problems that they might encounter in the daily management of the mill/husker.
They will also be trained in the use of basic management and control processes. The
beneficiaries will complete a series of practical exercises at the end of the session; this
experience should help the participants prepare for any future difficulties and prepare
acceptable management solutions.

A participative methodology will be used, encouraging exchanges of ideas and ex-
periences. The trainer will act as a facilitator, allowing the participants to find the so-
lutions themselves. A memory guide will be created using the different solutions found
during the training sessions and will serve the participants in their daily follow-up and
management.

1. Training topics:
The training will cover 5 pre-selected subjects; however, other topics can be added
as necessary. The topics include:

« The rights and duties of the administrative, management and finance commit-
tee members.

« The use and importance of receipts and how to use the scale.
« The register and in and out books.
» Needs identification.
« Financial control and reporting (technical and financial).
1.1. Rights and duties of the committee members.
a) Management committe.
— Ensures internal rules and regulations are met.

— Ensures the daily and proper financial management of the group.
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Makes proposals to the General Assembly concerning appropriation of
profit.

Ensures the administrative and technical management of the group and
its properties.

Finds funding opportunities for the different group activities.

Writes reports and sends them to the appropriate recipients.

Z

Monitoring committee.

— It is the watch dog for the General Assembly.
— Oversees the management committee.

— Makes reports to the General Assembly.

— Ensures the respect of the internal rules and regulations

Note: Neither the management committee nor the monitoring committee can replace the General
Assembly. The final decision must always remain with the General Assembly.

1.2. Use and importance of receipts and how to use a scale.

a) Use and importance of receipts.
Each receipt should contain:
— The type and quantity of the milled/husked product.
— The amount paid.
— The name of the person giving the receipt.

The receipts should be made using carbon paper, allowing for the following:
— One receipt is given to the client.

— The client then gives his/her receipt to the mill/husker attendant (the
attendant should then verify the validity of the receipt before
milling/husking the amount forwarded).

— Special care must be used to ensure the correct use of the carbon paper.
b) The scale.

The proper use of a scale is essential to create customer trust and ensure the
proper management of the mills/huskers. Before each weighing, the counter should be
adjusted and set at zero. The attendant should read the weight to the client. When
there is a doubt, the customer has the right to ask for a second opinion to confirm the
weight.

Note: For optimum transparency, the scale should be placed in front of the shop within the client’s
view.
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1.3. The register and in and out books

The two financial tools most important for the administration of the group are the
register and the in and out books.

a) The register should include:
— The daily quantities milled/husked.
— The daily consumption of diesel and oil.

— All other expenses made throughout the day (supplies, repairs, pay-
ments, etc.).

b) The in and out book should be updated daily to show:
— The withdrawals made from the account and their justification.
— The deposits made and their source.
— The deposits made on the “amortisation” account and their source.

— The final balance for the day.

Note: All the banking transactions should be conform with the internal regulations. The account
should reflect the same amounts as those reflected in the in and out book. The General Assembly
should be regularly informed of the group’s financial status.

1.4. Needs identification

The committee should identify the various needs of the group and present them to
the General Assembly for approval. Depending on the available resources, the commit-
tee should be able to evaluate the profitability of new projects and determine the basic
needs for their commencement. If necessary, the group can solicit external advice or aid.

Note: the training on needs identification will continue as required during further sessions.
1.5. Financial control and reporting (technical and financial).

a) Financial control.

The control should be made at the end of every working day and in-
cludes:

The type and quantity of milled/husked products.

The daily receipts.

— The breakdowns and maintenance made during the day.
— All the expenses made during the day.

— Any problems encountered during the day.

All of these findings should be noted in the register and signed by the involved
parties.
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b) Financial and technical reporting

The reports should be made weekly and reflect the general conditions of the
mill/husker. The financial reports should include the following information:

Quantities milled/husked.

Receipts.

Expenses.

Supplies.

Problems and solutions.

Any other pertinent information.

The technical report should include the following information:

Any breakdowns or malfunctioning.

Maintenance or repairs.

Spare parts purchased.

Any other technical problems.

Other appropriate information.

2. Case study:

« The president of the financial committee is accused of corruption and the mon-
itoring committee confirms the incident, but the President denies any implica-
tion and refuses to call a General Assembly to discuss the situation. Some
members regret the decision and accuse the other members of the committee
of being on the side of the President. Given that the articles 12 and 16 do not
allow any other members to call a General Assembly, what should be done to re-
solve this standstill?

« After writing the financial report, you notice that a large sum of money has been
given to cover the debts of a few members. At the same time, you realise that
these debts could engender the proper functioning of the activities and there are
no dates given for the repayment of the debts. What actions do you suggest to
ensure the proper continuation of the activities?

« During the General Assembly, many group members propose that the profits be
used to pay the rent for agricultural lands and to buy agricultural inputs. They
suggest that the harvest be shared among the group members.

— As a member of a committee, do you agree with the proposition? Why?

— What advice would you give?
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— What would be the expected results of such situation?

« During a daily control, you realise that the amount of cash in the register does
not correspond to the receipts. How can you explain this discrepancy? What are
the concrete solutions that you propose to avoid this situation in the future?

« After 3 months, you realise that your mill is no longer working because three
pieces of equipment have worn out (the price per item is 180.000 Fbu).

— How would you deal with this situation?
— What can you conclude from this situation?

— What recommendations would you make? And to whom would you address
them?

« What are the consequences of:
— No control or late controls?
— No reports or late presentation of reports?

« At the end of the year you realise that there is a 1.340.000 Fbu profit. Which new
projects would you propose to the General Assembly?
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APPENDIX 15: INTERNAL REGULATIONS OF A REVOLVING FUND

INTERNAL REGULATIONS OF THE REVOLVING FUND COMMITTEE

Republic of Azerbaijan

Article 1. Introduction

ACF-E is implementing a Community Based Agricultural Project in Agjabedi and
Beylagan regions, Republic of Azerbaijan. The project will focus on stabilizing house-
holds’ economical basis by generating income. The target groups are vulnerable local
families, refugees and IDP’s in the above-mentioned rural region.

In the framework of its activities, ACF-E established a Revolving Fund Commit-
tee in the District of Agjabedi, in order to manage the procedures of the Revolving
Funds.

This document aims to establish the Internal Regulations of the Revolving Fund
Committee.

Article 2. The purpose of the Revolving Fund Committee

One important component of the project is the efficient and transparent man-
agement of the fund, destined to procure advances in inputs to beneficiary groups in-
volved in the ACF-E Community Based Agricultural Project. The Revolving Fund
Committee will discuss and decide the conditions and the limitations of the funds in
a participatory way, and Committee membership is on voluntary basis.

The Revolving Fund Committee will take decisions on the allocation of these funds
in regular meetings.

Article 3. Objectives of the Revolving Fund Committee

1. To study with beneficiaries or groups their needs in term of advances in inputs.

2. To set up the amount of advances which have to be allocated to each applica-
tion (mostly husbandry or crop production).

To have adequate choice of production inputs.
To establish repayment capacity of the groups according to farm outputs.
To set up criteria for reimbursements in due time.

To follow-up reimbursements.

N o0 o1 AW

To follow-up investments.
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8. To solve the problems that occur in the groups related with reimbursements.
9. To follow-up the productions and results obtained.

10. To identify good quality of inputs.

11. To inform the groups about any decision made in the meetings.

11. To designate new members.

Article 4. Organisation of the Revolving Fund Committee

The Revolving Fund Committee will include the following members with respec-
tive responsibilities:

1. The head of project

Responsibilities:
¢ To advise the members of the Committee on their decisions.

» Does not have a voice in the voting process but has the final decision if the Com-
mittee doesn’t reach an agreement after the second voting.

« Has the final responsibility of the use of project funds.

2. The assistant head of project

Responsibilities:

 To advise the members of the Committee.

« To follow up the reimbursements of the groups.
« To follow up the activities of the groups.

« Has a voice in the voting process.

3. The rural economist (Supervisor)

Responsibilities:

» Management of the Committee and its presentation.
« To prepare the Agenda of the Meeting.

« To convene new Meetings.

« The supervisor is entitled to include in the agenda the issues of admitting new
members in the group, change of duties of some members and also expelling
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the members who disregard or infringe the provisions of the internal regula-
tions. Decisions will be made by means of voting of all group members.

« To advise the members of the Committee.
« To follow up the reimbursements of the groups.

» Has a voice in the voting process.

4. Administrator

Responsibilities:

» To manage and follow up funds.

» To provide information on the funds management at each Meeting.
 To advise the members of the Committee.

« Does not have a voice in the voting process.

5. Extension officers (2)

Responsibilities:

» To advise the members of the Committee.

« To follow up the procedures of reimbursements.
« To follow up the groups’ activities.

» Have a voice in the voting process.

6. 3-5 representatives of the IGA groups (male/female)

Responsibilities:

« To represent the beneficiaries.

« To transfer the information to all of the groups.

« To follow up the procedures of reimbursements.

« To follow up the group activities.

» Have a voice in the voting process.

The criteria on the selection of the representatives of the IGA groups are:
1. Belonging to different areas of the district.

2. Level of motivation and initiative.
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To have good attitude toward ACF-E project work
To generate ideas in order to improve the project
To have good relationship with other beneficiaries, suppliers and local authorities

Willing to evaluate, to meet groups and transfer information to beneficiaries

N o o AW

To share relevant information/knowledge with beneficiaries and ACF-E com-
mittee members

8. Respect the objective, following their tasks through the end
9. To take responsibility to participate in the process of reimbursements

The members of the Agjabedi Revolving Fund Committee represent the 28 IGA
groups in Agjabedi.

Article 5. Responsibilities of the Revolving Fund Committee
1. Organizing regular meetings

« All constraints and opportunities concerning the groups’ activities are discussed
in a participatory way.

« The agenda is defined by the supervisor, according to the needs of the benefi-
ciary groups. Other necessary subjects not mentioned in the agenda can be dis-
cussed during the meeting.

» The supervisor of the Committee convenes the general meeting at least once a
month.

« Every member of the Committee can propose the schedule of the meetings,
which should be approved by the rest of the members

« The general meeting can be held if at least 2/3 of its members are present (ex-
cluding the cases defined in the given internal regulations).

» The meeting can be convened in case of necessity confirmed by 1/3 of the group
members. The written request should be submitted to the supervisor of the
group no less than three days before the desired date and should describe the
definite purpose of holding the meeting.

« The minutes of each meeting will be prepared by a member of the ACF-E team
and distributed among the IGA Groups in Agjabedi.

« The minutes should contain the information on the location and date of holding
the meeting, the list of participants and decisions made. The minutes should be
signed by the supervisor and all the participants, at the general meeting and be
part of the documentation of the group.
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« Decisions at the meeting are made by the majority of voices. The decision is
considered to be taken if 75 % of members voted for it (excluding the cases de-
fined in the given internal regulations).

« If the results of voting do not allow a decision to be made on a particular issue,
the Committee continues discussion and votes again.

« If the decision cannot be made even after the second voting, suggestions will be
made by the Head of Project of ACF-E.

2. The Rights and Obligations of Members of the Revolving Fund Committee.
« The members of the Committee report on their duties and obligations at the
meetings.

« Each member of the Committee has the right to one voice (as describe in the In-
ternal Regulations).

» One member can leave the Committee on a voluntary basis or be expelled by the
decision taken at the meeting of the Committee for not having followed the pro-
visions of the given internal regulations.

« In case of impossibility to follow the rights and obligations on the part of a Com-
mittee member, a new member is selected by the Revolving Fund Committee.

« Anew member can be included in the group after submitting a written request.
This decision can be taken at the meeting of the Committee at which the con-
ditions of admission of the new member are decided.

Article 6. Supervision of activities.

ACF-E will supervise and monitor the activities of the Revolving Fund Committee.
ACF-E will distribute the minutes of each meeting to the leaders of each IGA Group.

ACF-E will provide advice and consultation to members of the Committee on any
decision concerning the activities of the IGA Groups and the allocation of the Funds.

ACF-E will assure a transparent management of the Funds giving detailed reports.
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APPENDIX 16: EXAMPLE OF A DEBTOR CONTRACT

Region " ” 2005

ACF-E represented by , hereinafter referred to as “Lender”, and “XXX”
group created in XXX village of XXX region represented by XXX (passport ...... ) here-
inafter referred to as “Debtor” concluded the present contract.

Subject of the contract
ACF-E is providing an advance of (with figures and written)

in kind (see attachment) without interest for the development of agricultural pro-
duction with a group guarantee.

The terms of the contract

The "Debtor” should reimburse the advance without interest (in different time
and amount) to the “Lender” according to the implementation of the activity (period
of implementation of the activity) on the last day of deadline of the contract (the
date and amount is shown in attachment 1 with the signature of the group guarantee).

Liabilities of the parties

The “Lender” should provide the reimbursement contract with signature and
stamp. -To give the advance to the “Debtor” on the day of signing of contract-. To
submit to “Debtor” the document approving the reimbursement of the advance.

The “Debtor” should sign the contract, spend the advance according to the terms
of the contract, ensure the purchased goods, respect the demands of “Lender” and
create the conditions for the “Lender” to monitor the expenditures; and reimburse the
advance by the date shown in the contract.

The rights of the parties

The "Lender” requires the “Debtor” to: spend the advance according to the as-
sighment, participate and monitor the expenditures, reimburse in time. Any delay in
payment is subject to 2% of interest per month for the delay of reimbursement. The
contract can be terminated with full reimbursement due to inappropriate expendi-
tures of the advance.
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The “Debtor” should receive the advance shown in the contract. The contract can
be terminated in advance of the given date when the entire reimbursement is repaid.

Force major

Duration of the contract may be suspended and fulfillment of contracted actions
may be postponed due to the circumstances beyond the control of the parties (in case
of flood, conflagration, earthquake, epidemic, military conflicts, coup d’etat, acts of
terrorism, revolution, strike, decrees or other administrative interferences of the gov-
ernment, or other decrees of the government, administrative or governmental re-
strictions or limitations) in these cases the parties have to inform each other about the
beginning and ending of any circumstances, making fulfillment of contracted actions
impossible.

A party referring to force majeur must submit to the other party a document, is-
sued by the competent state structure, confirming such circumstances.

Other terms
The present contract comes into force on the signature date and is valid upon the
completion of all contracted actions.

If the disagreements coming from this contract are not resolved through the agree-
ment of the parties, according to the Azerbaijan Republic Legislation it should be
solved in Court rules.

The Lender The Debtor:

(signature) (signature)

Attachment 1

The Contract of reimbursement, concluded between ACF-E represented by
hereinafter referred to as “Lender” and “XXX” group, represented by XXX (pass-
port ) hereinafter referred to as “Debtor”, on XXX, in
XXX
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1. This Attachment is an essential part of the contract concluded between above-
mentioned parties.

2. Information about goods, which are the subject of the contract:

Date of
# Description Unit price Quantity Total amount | reimbursements
(dd/mm/yy

Total

Parties confirm their agreement with the above-mentioned terms and stages of
payment.

Signatures:
The Lender:
Stamp and Signature
The Debtor: passport ( )
passport ( )
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APPENDIX 18: EXAMPLE OF A PDM QUESTIONNAIRE

KUISIONER KELOMPOK
MONITOR PASCA DISTRIBUSI UNTUK IGA
Aceh Province - Indonesia

Questionnaire #:

1. Date 2. Monitor: 3. Sub District 4. Village

5. Beneficiary name:

6. If a group, name of group members:

7. Type of HH: 8. Type of Area:
1) IDP in Settlement 1) Totally Destroyed with IDPs
2) IDP in Host Family 2) Partially Destroyed with IDPs and Local Population
3) IDP in Barracks 3) Non-Destroyed Area with IDPs and Local Population
4) Returnee in Settlement
5) Local with house but lost livelihood

9. HH Composition, Family Status & Activity (of each member of the HH, even if
without income and/or regular activity)

4-
5-#
3- Head 6 - # of 7-#of
1- 2- p Members ;
Family | of the : School Aged Children Non- _ .
Nam Age Status | HH mHtge Children School Age 8 - Profession
(WF)
Head HH HH HH
F M F M F M of | Spouse | Mem- [ Mem- | Mem-
HH ber1 | ber2 | ber3

a)

b)

d)

e)

8
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10. Type of kit received: (INDEX SHOULD INCLUDE ALL THE ACTIVITY KIT)

11. Reception of the kit (after more than 1 month’s distribution)
a) i. Have you already received all items mentioned in your contract? Y( ) N( )

ii. If No, what item(s) have yet to be distributed?

b) i. What do you think about the quality of the kits: Good ( ), Average ( ), Poor
()

ii. If average or poor, please explain:

c) i. Did you have broken items? Y ( ), N ( )

ii. If yes, what kind of items? Please explain:

12. Use of the kit
a) i. Do you use the kit for its purpose? Y( ) N( ).

ii. If no please explain.

b) i. Have you sold some items from the kit(s)?: Y( ) N( ).

ii. If yes, please explain (to whom, name of item & price)

c) How did you use the money?

1 - Food

2 - Diesel/Petrol/Kerosene
3 - Medicine

4 - Transport

5 - Jewelry

6 - Savings

7 - Clothes

8 - House Construction

9 - To start new activity
10- Education
11 - Other

o oooooooooado

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY n



d) i. Did you exchange some items? Y( ) N( ).

ii. If yes, with whom did you exchange & why.

1 - Relatives O
2 - Friends

3 - Neighbours O
4 - |GA Beneficiaries O
5 - Traders O
6 - Others O

e) i. Was there a price difference during the exchange? Y () N (),

ii. If yes, please explain the price difference and how the extra funds were
utilized:

1 - Food

2 - Diesel/Petrol/Kerosene
3 - Medicine

4 - Transport

5 - Jewelry

6 - Savings

7 - Clothes

8 - House Construction

9 - To start new activity

o o oooobooo

10- Education
11 - Other O

f) i. Did you give the kit(s) to another person (friend, family)? Y () N ()
ii. If yes, please explain.

g) i. Did you keep the kit without using it: Y () N ()

ii. If yes, please explain the reason(s) for not using the kit and the intended
plan for the kit.

1 - currently working in CFW
2 - looking for or constructing a place to set up business

3 - waiting for the kit to be complete
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4 - waiting for return to the original village

5 - engaged in other activities, please explain

13. Main impact of the kits distribution on the Household Activity

a) According to you what is the impact of the IGA kit for your HH activity (com-
pared to before)?

Positive Negative Average No Impact

b) In case of no, average or negative impact, please explain the reason(s).

Main difficulties identified Observations

1 - Sale (no customers or distance to the market)

2 - Competition with others engaged in the same
activity

3 - No access to land, structures, boats, etc.

4 - Problem of skills (don’t know how to use kit)

5 - Problem of kit (problem with electricity,
size of kit, wrong kit distributed, etc)

6 - Competition to obtain contracts (construction
related)

7 - Lack of essential items needed for the activity

8 - Lack of quality of kit distributed

9 - High fuel prices (kerosene, petrol, diesel,
machine oil, etc - specify)

10 - Requires a lot of time to generate an income

11 - Problems related to the weather

12 - Transport

13 - Security & Taxation

14 - Others (please explain)
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c) Since you received the kits what kind(s) of change(s) have you noticed within
your household (list all changes, several answers possible)?

1 - Increased of income
2 - Increase of production
3 - Regular working activity now

4 - Ability to purchase/consume additional food

(additional to the basic diet) O
5 - Ability to purchase non-food items O
6 - Other (Please Explain) O

d) Use of the results of the IGA (food processing, services, constructionand fish-
ing activities)

1 - Sale of Products Only O
2 - HH Consumption Only O
3 - Sale & Consumption O

e) If engaged in both sale & consumption, indicate then proportion for selling
%, proportion for HH consumption % (the total is 100%)

14. Income

a) What was the household income before the tsunami?
Rp/Month/Family

b) What was the household income after the tsunami (prior to the distribution of
the kit)? Rp/Month/Family

c) What is the household income since receiving the IGA kit?
Rp/month/Family
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15. Expenditures
a) What are the main sources of expenditures/month (in Rp)?

Rank in order of importance, maximum 5

Items Amount in Rp. E]
1 - Food

2 - Kerosene/Petrol/Diesel

3 - Transport

4 - Education

5 - Medicine from private clinics

6 - House Construction

7 - Jewelry
8 - Clothes

9 - Others (please explain)

b) i. Can you purchase the above mentioned items? Y( ) N( )

ii. If no, please explain.

c) What purchases do you make to conduct the activity?

1 - Equipment O

O

2 - Ingredients
d) Where do you make your purchases?
1- Locally
2 - Banda Aceh
3 - Meulaboh
4 - Others

oo oo

16. CASH BOOK
a) i. Do you fill in cash book regularly: Y( ) N ()

ii. If no, please explain the reason(s)

b) How would you rate your income currently? () Good ( ) Average ( ) Deficit ()

c) What is the profit made at the end of the month from your activity? (per indi-
vidual if it’s a group activity) Rp. (Please indicate 15t month profit
and previous last months profit)
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17. Location & Space of the Activity
a) Do you implement your activity in your village of origin? Y( ) N( ).

b) i. Do you implement your activity in a different village? Y( ) N( )

ii. If yes, please explain:

iii. Precise the distance in km: ; Name of village

c) i. Do you have enough space for running your activity? Y( ) N( ).

ii. If no, please explain each constraint

d) i. Do you rent space for running your activity? Y( ) N( )

ii. If yes, how much is the rent per month? Rp
e) i. Do you employ other persons for working in your activity? Y( ) N( ).
ii. What kind of work do they do?
iii. How are they paid?
1- Daily
2- Weekly
3- Biweekly
4- Monthly

o oogood

18. Strategy

a) What do you plan to do in terms of improving your current activity? (Please explain)

b) What will you need to develop your activity?

1- Materials O
2- Skills O
3- Trainings (explain) O

19. Group Members
a) How many members are still active in your group? Active ( ) Non-Active ( )
b) For non-active member, please explain the reason(s)
1 - not enough cash generated through the group O
2 - disagreements/disputes O
3 -involved in CFW for daily income O
O

4 - Moved to a different village
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c) What kind(s) of activity(ies) are the non-active member(s) interested to get
involved with in case of another round of distribution?

20. Group Functions
a) How many HHs are involved in your group?
b) Are the following functions shared equally amongst group members?
1 - Sharing of materials equally Y ()N ()
2 - Sharing of income Y()N()
3 - Sharing of tasks Y()N()

c) How did you manage to solve your problem(s)?

1 - Speaking together about the issue O
2 - Asking for a mediator O
3 - Asking for ACF Team to intervene O
4 - Splitting of the group O
5 - Others O

h) Do you have any comments on the ACF IGA programme?

i) Do you have any suggestion for improving ACF IGA programme?

Index

Question 8: Section 3 - Family Status

W - Widow WW - Widower
MM - Married Male MF - Married Female
SM - Single Male SF - Single Female

F - Fatherless
M - Motherless
O - Orphan

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY 197




Question 8: Section 8 - Profession

1. AHE
2. BSM
3. BSF
4. BOM
5. BKM
6. BS
7. BH
8. BSS
9. M
10. W
11. CA
12. CB
13 CBWR
14. (&
15. CAM
16. com
17. CP

Acehnese Hand Embroidery
Barber Service Male
Barber Service Female
Bakso Maker

Bandrek Maker

Bicycle Service
Blacksmith

Beauty Salon

Cake Maker

Car Wash

Carpenter

Clay Break
Cement-Block Well Ring
Coffeeshop

Copra Maker

Coffee Maker

Coconut Processing

18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.

CUM
ES
EM
FK
ICM
IDM
KM
KS
MAM
MLM
MS
RS
sQ
™

TTA
TS

Coconut Qil Maker
Electronic Service
Embroidery

Fishing Kit

Ice Cream Maker
Ice Drink Maker
Kerupuk Maker
Kantin Seller
Martabak Maker
Mie-Lontong Maker
Motorbike Service
Rice Seller

Stone Quarry
Tempe Maker
Tempe-Tahu Maker
Tempe-Tauge Maker
Tailor Service
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APPENDIX 19: EXAMPLE OF A PDM REPORT FROM INDONESIA

Introduction

Action contre la Faim started its activities in Ambon, province of Maluku, in April
1999, as a response to the outbreak of violence in the province in January 1999 and the
subsequent large-scale population displacements. ACF responded to immediate, basic
and minimum needs of over a hundred thousand IDPs through the provision of food and
hygienic items. In 2000 ACF served roughly 134,200 beneficiaries in Maluku province.

From early 2001, tensions were still prevailing in Ambon but there was a growing
awareness that the strategy of assisting victims of the conflict by virtue of their sta-
tus as IDPs required urgent reviewing. Vulnerability and dependency on food aid had
to be assessed as well as the constraint free food distributions represented on the de-
velopment of coping mechanisms or the re-establishment of self-sufficiency among
the IDPs population. ACF considered that a targeting process was relevant and neces-
sary to be conducted in order to avoid any dependency on the food aid. On the basis
of the Post Distribution Monitoring (PDM), 3% of former food aid beneficiaries were
targeted to be the possible beneficiaries of new programmes of assistance. These
families were identified as vulnerable, the most at risk of food insecurity when the
general food distribution ended. All the results are coming from the double approach
followed by ACF: to focus on the most vulnerable families and to develop an adequate
assistance for those families.

The Income Generating Programme (IGP) implemented in Ambon island (urban,
semi-urban and rural areas) aimed to:

« Boost the vulnerable household’s production capacities

« Generate income for vulnerable families and therefore support the development
of coping mechanisms and household self-sufficiency

« Develop the capacities of production of one community

The expected result is to develop the capacity for a vulnerable family to produce,
sell and capitalise in order to be able to get out of the ongoing spiral of vulnerability-
impoverishment-assistance. The assistance to the targeted beneficiaries consisted in
providing them equipment and materials necessary to start up a small-scale activity.
Two IGA programmes have been implemented by ACF in the Maluku province. The first
one from July 2001 until January 2002 and focusing on Ambon island only (urban area
mainly) and the second one from April 2002 until February 2003 focusing on 4 different
islands of the Maluku (rural area). This PDM report concerns the second programme.

92 vulnerable IDPs camps-villages were selected and visited (46 Christians, 46
Moslems). At the end, only 19 Moslems IDPs camps (41% of the total visited) accepted
the principles of focusing on the most vulnerable families. On the Christian side, only
24 IDPs camps (52% of the total visited) accepted the same principles of targeting. 5

INCOME GENERATING ACTIVITIES: AKEY CONCEPT IN SUSTAINABLE FOOD SECURTIY n



camps have “cancelled’ the collaboration with ACF considering that the targeting could
result in tensions after the distribution. After meeting with the community, it was de-
cided that it was more prudent to follow the opinion of the authorities of the villages.

From the first assessment and the potential number of IDPs in the targeted camps
until the third assessment (final decision) Action contre la Faim targeted 7% of the
population.

GENERAL PRESENTATION

Objectives

The main objectives assigned by ACF when starting IGA were:

« To assist vulnerable households in urban and rural areas who can not be targeted
for continuous food assistance and do not benefit from other any assistance.

« To develop the vulnerable households’ self-sufficiency.

« To help the vulnerable families to regain their dignity.

Methodology

Macro November 2001 Selection of the main vulnerable areas based on Ac-
identification tion contre la Faim field experience

Assessment 1 November Presentation of the objectives (= targeting the popu-
December 2001 lation for a programme of assistance) to the camp co-

ordinator and representatives of the community.
At the end of this visit ACF team knows if the ap-
proach is accepted or not (because of problem of ten-
sions and jealousies). If the process is approved, the
team asks a first list of vulnerable people.
NB: if the list is not available at this moment another
visit is organised.

Assessment 2 January 2002 Questionnaire with the families (list given by the rep-
resentative of the camp) based on the following cri-
teria:

The “compulsory criteria”

« Family of IDP (Displaced People)

» Absence of regular income or limited to 100,000
Rupiahs per month for a family of 5 persons

« One member of the family has special skills, the
will to develop an activity but not enough capi-
tal to buy the basic items

« Family not benefiting from any empowerment
programme
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Assessment 2 January 2002 The “aggravating criteria”

» Family living in very precarious situation (popu-

lated camp, empty destroyed house...)

« Family originally from outside Ambon (displaced
people from Seram, Buru,...)
Woman alone with children (widow)
Regularly borrowing money (high level of finan-
cial dependency)
Limited own assets and personal belongings
No external help (family, neighbour)
Not all the children of the family can afford going
to elementary school.

Assessment 3 April to June 2002 Return to the camp with the list of beneficiaries se-
lected from the previous questionnaire.
Validation of this targeting with the authorities and
the people.
New questionnaire in order to specify the activity to
develop with the family selected.

Distribution July-August 2002 During the distribution a Memorandum of Under-
(September for standing is signed between ACF and the families be-
Buru) neficiary.

PDM October 2002 Assess the good reception of the kit (quantity & quali-
February 2003 ty)
(Buru) Evaluate the impact of the distribution

NB: each step of the targeting is preceded by an explanation to be sure that
everybody understands the process

In order to monitor the impact of the distribution a Post Distribution Monitoring
(PDM) has been organised two months after the distribution. A representative sample
according to the number of kits distributed has been chosen.

MAIN RESULTS

General information about the distribution

43 villages have been targeted in 4 islands of the Maluku Province: Ambon,
Haruku, Seram and Buru. 100% of the villages are situated in rural area.
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Synthesis per area

Area, island %
No. of No. of
(sub villages | families | people | dual kits Benef.
district) per area
Ambon A
(Teluk Amb 2 54 236 40 5 45 9.8%
Bag.) 22%
Ambon B
(Salahutu) 4 67 340 67 0 67 12.1%
Haruku A o
(Haruku) 1 34 171 14 7 21 6.2%
11%
Haruku B
(Haruku) 3 25 110 23 0 23 4.5%
Seram TNS
A (TNS) 12 81 425 66 3 69 14.7%
West Seram
A (Piru) 1 11 41 11 0 11 2.0%
30%
West Seram 7 47 241 47 0 47 8.5%
B (Piru)
Seram
Tehoru B 5 25 118 17 2 19 4.5%
(Tehoru)
Buru (Buru
Utara Barat) 8 208 852 26 21 47 37.7% 38%
Total 43 552 2,534 311 38 349 100% 100%

Synthesis per community

3
total
families

No. of No. of No. of

villages | families | people

Christian 24 388 1,725 157 36 203 70% 58%
Moslem 19 164 809 154 2 146 30% 42%
Total 43 552 2,534 311 38 349 100% 100%

NB. Some Animist members are as well living in some villages of Buru Island.
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552 families, which represent 2,534 persons, have been the benefited of 349 kits
distributed.

Out of them 31% are Returnees and 69% are IDPs. 70% of the beneficiaries are
Christians while 30% are Moslems. This difference between communities is due to the
distribution in Buru Island which focused on villages highly affected by destruction
during the conflict. In Buru Island the most affected villages are Christian. Moreover
the kits in Buru Island have been identified as group kits benefiting more people.

According to the total number of kits distributed: 58% have been distributed to
Christians and 42% to Moslems. Out of 349 kits distributed, 311 are individual kits (89%
of the total) while 38 are group kits (11% of the total).

Type of IGA kits identified and main characteristics

21 different kits-activities have been identified with the families during the tar-
geting process.

« 5 kits-activities represent 84.8% of all the kits distributed: farming (36.7% of
the total), Cake Maker (24.9%), Fishing Individual (12%), Fishing Group (6%)
and Fried Cake (5.2%).

« Then the 4 most common kits-activities identified are Carpenter Individual (4%),
Carpenter Group (2.9%) followed by Selling Food (2.3%) and Processing Machine
(1.7%). These kits represent 10.9% of the total distributed

» An important number of small activities and services (12 kits) represent 4.3 %
of the total distribution.

Synthesis per type of kit

Activity ofKits | of kits diswribured | TYPe Of Ki

1 | Farming 128 36.7% Individual
2 | Cake Maker 87 24.9% Individual
3 | Fishing Individual 42 12% Individual
4 | Fishing Group 21 6% Group

5 | Fried Cake 18 5.2% Individual
6 | Carpenter Individual 14 4% Individual
7 | Carpenter Group 10 2.9% Group

8 | Selling Food 8 2.3% Individual

(continuous in following page)
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(it comes from previous page)

No % of the total no. .

Processing machine 1.7% Group
10 | Tailor 3 0.9% Individual
11 Oil processing 2 0.6% Individual
12 | Bakso seller 1 0.3% Individual
13 | Coto seller 1 0.3% Individual
14 | Electronic Service 1 0.3% Individual
15 | Sell And Buy Harvest 1 0.3% Individual
16 | Mason Individual 1 0.3% Individual
17 | Oven Maker 1 0.3% Individual
18 | Pembuat Es Cendol. 1 0.3% Individual
19 | Noodle Processing 1 0.3% Individual
20 | Workshop 1 0.3% Individual
21 | Mason Group 1 0.3% Group

Total 349 100%

NB: for the fishing groups, 11 Kits are incomplete ones (request ofthe community at
the time of assessment)

Synthesis per type of kit

- Type of kits % of the total distributed

1 Farming 128 36.7%
2 Food meal 125 35.8%
3 Fishing 63 18.1%
4 Construction 27 7.7%
5 Service 6 1.7%

349 100%

90.5% of the kits and activities identified with the beneficiaries are generating
food items production (Farming, food meal and fishing kits). To be more precise, 55%
of the kits are generating direct food items (vegetables, fish) and 35% of the kits are
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generating food items also but through a transformation process with other food items
that the people have to buy (food meal kits).

Group kits
Group
Activity-Kit % of the total .
. group kits
No. of Kits distributed
1 Fishing 21 55,3
2 Carpenter 10 26.3
3 Processing machine 6 15.8
4 Mason 1 2.6
Total 38 100 %

The group kits identified concerned mainly the fishing activities (55.3%) and the
carpenter activities (26.3%). Out of 21 activities identified, 8 concern both Christians
and Moslems, 6 activities concern only Christians and 7 activities only Moslems.

Per community the most “popular” kits identified and distributed are:
« For the Christians: Farming, Cake Maker, Fishing Group and Carpenter group.
« For the Moslems: Cake Maker, Fishing Individual, Fried Cake and Farming.

According to the specificity of each kit distributed, men are the main users of 66%
of the kits and women of 34% of the kits. This higher proportion of men is due to the
activities such as farming, fishing and construction most of the time chosen by men.
Nevertheless, women are fully concerned by farming activities, as they are responsi-
ble for production selling in case of surplus.

The impact of the distribution

NB: all the results presented in this part are based on the sample of families in-
terviewed.
Methodology

In order to monitor the impact of the IGA, 96 families were interviewed repre-

senting represent 27.5% of the kits distributed. As some families benefited from the
same kit the sample represents 17% of the total families beneficiary. 16 activities out
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of the 21 were monitored (some small activities representing few kits are missing). The
sample concerns equally Christian and Moslem communities.

Gender activity
In 70% of the families visited the men are the main users of the kits.

The data show a slight difference between the two communities: 56% of the main
users are male in the Christian community while the proportion is 71% in the Moslem
community.

Use of the kit and main problems faced by the beneficiaries

At the time of the interview, 82% of the kits distributed were used while 18%
were unused (the proportion is equivalent in both communities). The unused kits are
mainly: Fishing individual (82% of the total), Fishing Group (57%), Farming (10%), and
Cake Maker (5%).

85% of individual kits are used while only 68% of the group kits are used.

Why were some kits not used?

The main reasons given by the families for the non-use of the kits are, by order of
priority:

» Unsuitable kit. It concerns essentially the fishing kits. The size of the nets dis-
tributed was too small according to the beneficiaries interviewed and allowed
only “small” sessions of fishing to catch small fish. For the group kits, the main
reason was the bad quality of the canoes distributed. In Buru where 14 canoes
had been ordered, only 3 were of good quality (the adapted wood is called
“Salawaku”, the non adapted one “Kayu Pouleh”) and consequently used by the
community.

» Bad season. This problem concerns only the farming kits. Due to the lack of rain
observed between April and November 2002, some families were unable to plant
and a few of them lost their crops. Majority of the farmers interviewed were
waiting December-January to plant.

* Not enough capital to start the activity. 26% of the families interviewed suf-
fered from a lack of means to start the activity. Some kits distributed required
buying raw materials and some of them cannot afford the needed items.

What are the families planning to do with unused kit?

The families who did not use the kit have kept the items and declared that they
will use them in the future. 3 beneficiaries gave the kits to one of their family mem-
bers because they could not use it (old person mainly): fishing kit given to the son for
example.
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Main problems encountered by the families during the implementation of their
activity.

19% of those interviewed faced problems during the implementation of their ac-
tivity while 81% faced no problem at all. The same problems are recurrent but are
more numerous in the Moslem community (6 problems faced instead of 5 in the Chris-
tian community).

The main problems were: High prices of raw materials (food, petrol...) (26%), lack
of items to launch the activity properly (17%), difficulty to sell due to competition on
the market (14%). Bad accessibility and problem of skills have been reported but are
very isolated cases.

Income generated

All the activities monitored are generating incomes but differences between com-
munities can be observed and not all the families or groups interviewed had generated
incomes at the time of the interviews. 75% of those interviewed generated an in-
come, at least once, since the distribution, while 25% were not able to have incomes yet.

Monthly income generated per activity (in Rupiahs) -Individual activities-

Christian Moslem
Activity
Average Average
1 BAKSO SELLER 60,000
2 | CAKE MAKER ' 455,000 ' 153,333
3 | CARPENTER ' 183,333 '
4 | ELECTRONIC SERVICE ' 30,000
5 | ESCENDOL ' ' 150,000
6 | FARMING ' 66,500 ' 216,667
7 | FISHING (INDIVIDU) ' 15,000 ' 128,333
8 | FRIED CAKE . ‘ 175,000
9 | OIL PROCESSING ' ' 80,000
10 | SELLING FOOD . ‘ 145,000
11| TAILOR ' 175,000 '
| Average | 154,139 ' 138,542

The average monthly income, all activities considered, is different between Chris-
tians (142,758 Rupiahs) and Moslems (128,030 Rupiahs).
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Differences in incomes generated per activity may be noted. The Cake maker ac-
tivity is the most interesting one in terms of income which may reach 455,000 Rupi-
ahs per month, compared to the fishing activity or the oil processing (with respectively
15,000 and 80,000 Rupiahs per month). The incomes may vary as well from one month
to another. The level of activity and the time spent working is also to be taken into
consideration: for the fishing activity for example, the number of fishing sessions and
the time spent for each may largely increase the fish harvest and thus the incomes.

Some families did not have incomes yet at the time of the monitoring but were op-
timistic to obtain some in the future.

Monthly income generated per activity (in Rupiahs) -Group activities-
(for one family)

Christian Moslem
Activity
Average Average
1 CARPENTER 337,500
2 ' FISHING v 180,000
3 A MASON . 60,000
4 | SAGOO PROCESSING MACHINE ' 42,500
5 ‘ COCONUT SCRAPING MACHINE ' ' 125,000
A Average | 155,000 ‘ 125,000

The group activities concern mainly the Christian community. The incomes gener-
ated are quite low in general. Group kits such as fishing or coconut scraping machines
are more used in order to have a better access to food than to incomes. The carpen-
ter group was used in some villages to rebuild the houses rather than to produce and
sell furniture.

Income impact per activity

Level Range Type of kits (activity)
of impact (Rupiahs per month) P y

Lo e <50,000 Fishing, .Electric S.ervice, farming (in quick term), Bakso
seller, Oil processing

Tailor, Traditional Juice, selling food, processing coconut

Average 50,000 -200,000 oil, Fried Cake

Good 200,000 - 500,000 Carpenter, Cake maker
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Almost 65% of those interviewed declared that with the IGA they are able to ad-
dress their basic needs. Once again differences may be noted between Christian and
Moslem beneficiaries. 49% of the Christians can address their basic daily needs while
78% do for the Moslems.

Conclusion: success or failure?
e Success

In general, the IGA distribution had a positive impact on the IDPs economy. Ac-
cording to the IDPs interviewed, 75% of those interviewed managed to earn incomes.
The main positive results are that the IDPs can:

1. Get incomes to buy needed items and make a living (rice, sugar, vegetable, fish
etc)

2. Develop an economic activity

3. Even if there are no significant and regular incomes, the activity generated by
the kits helps the family to improve its food security situation by saving money
or increasing its food production

e Failure

18% of the kits are not used and 25% of the families are without additional in-
comes. The main reasons are:

1. Quality of the kit (bad quality of the boats distributed and size of the nets not
adapted)

2. Dry Season (for the farming activity)
3. Lack of knowledge about the community organisation

The impact of the IGA distribution is stronger in the Moslem community (for 85% it
had a positive impact) than in the Christian community (for 73% it had a positive im-
pact). For 79% of those interviewed the IGA distribution had a positive impact while
for 19% of them the distribution neither changed or had any impact on their household
economy. This statement is contradictory with the results of incomes in the Christian
community, higher on average than in the Moslem community. But this question may
be distorted by the fact that the Christian community is more inclined to complain
about the assistance given, than the Moslem community, generally very grateful for any
kind of assistance received.

According to the results of the PDM, the number of unused kits is quite high (es-
pecially for Fishing Group & Individual), % of the population interviewed having no in-
comes. According to the initial objectives this is the main failure of this programme.
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Nevertheless, except for few cases where the community itself did not identify the
proper kit (incomplete fishing nets instead of complete ones) the responsibilities for
the problems are coming from ACF. The beneficiaries have been well targeted, the
programme of assistance and activities identified were relevant but some items dis-
tributed did not allow the beneficiaries to work in good conditions.

« Recommendations

Concerning the IGA kits

« To give raw materials needed (flour, sugar, petrol...) at least for the first two or
three months of the activity. This is particularly important for the food meals
process, which requires at the beginning a lot of basic ingredients (possible to
distribute at the same time as the kit). Providing small capital used only for the
activity setting up is also an idea to be considered.

« To increase the global price of the kits to a minimum of 100 USD.

« The farming kit: fewer types of seed but more specified quantity will be more
efficient. Possibilities to develop long-term crops (cocoa, coffee, rice) and es-
pecially rice could be considered (Maluku province is not self sufficient in terms
of rice).

Concerning the follow-up

« In order to evaluate the impact of an IGA programme a regular follow-up of some
“test” families is compulsory. Those families are in possession of a weekly in
and out book. Therefore, the families should be trained and checked on a reg-
ular basis. This monitoring is time consuming but is the best way to observe the
real work of a family and to check motivation, improvement and possible prob-
lems.

 Training should be provided to the families who have decided to launch a new
activity.

« Action contre la Faim has ordered the construction of canoes to local contrac-
tors but the canoes received and distributed are of very bad quality despite an
adequate budget allocated to obtain good canoes. It is the responsibility of the
logistic department to find qualitative items, to negotiate good contacts and to
follow up the process of construction thereafter.

Concerning the targeting process and the results expected

« In order to avoid misunderstanding on the items and activities identified by the
selected families, the methodology of identification of the kits should be im-
proved: samples of items, brand and quality requested...

» More explanations about the expected results should be discussed with the families
(hypothesis of income, places of implementation, problems to be anticipated...).
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« First of all the global context of intervention has to be well known and identi-
fied. An intervention in a context of high economic exchanges and/or poor eco-
nomic activities will lead to differences in terms of kit distribution and
expectations regarding the possibility to generate incomes for the beneficiaries.

« Some communities, very vulnerable, are totally out of the market system and do
not have any preoccupation of selling or even earning money. The distribution
of kits can be very useful for them anyway in order to improve their food pro-
duction and therefore their food security but unrealistic in order to obtain reg-
ular and significant incomes. Probably another terminology should be more
appropriate: Income Generating Programme or Households Food Security Im-
provement Programmes?

» Then and especially in case of collective IGA, the community has to be studied
in depth in order to understand where we can have the best input and what the
objectives to be achieved by this community can be.

In a post conflict context as observed in 2003 in some places situated in the Maluku,
such kind of programme of assistance is relevant and useful for the population. The
suitability of the programme cannot be denied. But it seems fundamental to check
the motivation and reasons of the population for the assistance requested as well as
to fix reasonable objectives to be achieved for the beneficiary (micro-grants pro-
grammes is not an option for the targeted population). The population has to be mo-
tivated, not occupied by the reconstruction process and the necessity to harvest food
from the gardens. The project has to fit with the economic environment that will de-
termine the type of assistance and the possibility to generate real incomes. This point
is very important as this humanitarian assistance takes place in developing and dis-
rupted contexts.
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APPENDIX 21: EXAMPLE OF BASELINE SURVEY QUESTIONNAIRE

Action contre la Faim

Socio Economic Survey of IGA Beneficiaries

Village: Date:
Name: Interviewer:
Gender:
Age:
Person Sex Age Main occupation
N° M/F years 1=small business 7=children under 6
2=farmer 8= pupil
3=state employee 9=student
4=private employee 10=unemployed
5=housewife 11=army
6=pensioner
1
2
3
4
5
6
7
8
9
10
?
2 Do you have a garden? ves | no | size: m2
Do you cultivate it?
Y yes | no | Size: m?
3 Do you have access to land? ) 5
] . yes | no | Size: m
Do you cultivate this land? )
L yes | no | Size: m?
4 If you are not cultivating your land, why not?
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1 | not interested / no need to produce

no inputs (fertilizer, seed, etc.) / no money

too physically demanding

Al w| N

other:

5 Who is the owner of this land?

own land

leased land ———> owner: ——>» payment?

6 What are you cultivating (in your garden or other lands):

When is the
Total kg kg for kg for harvesting time
produced selling self-cons.

potatoes

tomato

cucumber

cabbage

beets

carrots

radish

herbs

beans

pepper

corn

tobacco

garlic

onions

sunflower

apples

wheat

barley

other:
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7 How many of the following animals do you have? 7a Do you have access to
some of the following
machinery?

number | Total production own? rent?
Cows 1/day: tractors yes | no | yes | no
Calves truck yes | no | yes | no
plough yes | no | yes | no
Oxen
harrow yes [ no | yes | no
Pigs ;
combine | yes | no | yes | no
Poultry eggs/day: car yes | no | yes | no
Sheep
Goats if it is rent how much are you paying?
Horse/donkey
Food
8 What type of fuel do you use for daily cooking? 8a Frequency of hot meal:
bottle gas wood never
kerosene dung sometimes
electricity other: daily.

10 Of the following food items, what quantity per month do you consider enough for

your household? 3 months period

kg per month

(present) kg perone year

Wheat Flour/corn

Potatoes

Sugar

oil

Corn

Meat

Vegetables

Milk/cheese
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What is the main food for a 3 month period
1. 4.

2. 5.

Expenses

11 How much money did your household spend in the last month on the following
items?

Dr last month Dr last month

— and in summer:
Food Electricity

Medical Care Water

Clothes Taxes

Education Payment of Debts

Household Items Leisure

House Reparation

Income

12 What kind of the following cash income sources did the members of your family
have in the

Total amount received (Drams) | Kind of Activity

salary (regular job) O

hired labour (day by day) O

pension - - - - = = = =

small business O

government aid - - - - - - - _

rent of property - - - - - - -

use of previous savings - - - - - - -
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13 Have you sold some of the following items during the last 6_months?

what exactly N° Total arnount
received
cows
poultry
pigs
other
14 In the last 6 months, has your household borrowed money? | yes | no
if yes:

How much: I:I GEL For what did you use it?

Who lent it to you? neighbour/friend Heating
relatives Clothing
money lender Medical Care
others: other

15 In the last 6 months, has your household received money as a gift?

if yes:
How much: GEL
Who gave you? neighbour/friend

relatives

money lender

others:

16 How much are your total debts currently?

Money: GEL

Others: (specify nature and quantity)

Humanitarian Aid

17 Have you received assistance? | yes | no
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if yes, specify:

Organisation/relatives from - to Activity | Benefits? (goods, salary)

Own Opinion

18 Compared to other families of your village (or city), in which group is your household?

extremely poor

poor

middle income

difficult to answer

19 Main important problems of your household in order of priority:

food
oo 11213 (PRIORITISE!)
clothes 1 2 3
medical care 1 2 3
education 1 2 3
1 2 3
housing
1 2 3
other:

20 Compared to 2 years ago: what is your current economic situation?

better why?
no change why?
worse why?
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APPENDIX 22: MONITORING FORM FOR IGA GROUPS

Group name:
Country: Monitoring date:
District/village: Field Extensionist:

For each comment, record your assessment in the box provided.

Ratings: E: Excellent S: Satisfactory
G: Good NS: Not satisfactory

Group composition:

Members:

Status:

Difference of status between group members:
Experience:

Group Management:

Membership:

Team spirit:
Participation:
Leadership:
Accounting:

Group documentation:
Group members:
Sustainability:
General:

Links and Co-operation:

NGO:

LNGO:

Local authority:
Municipality:
Other groups:

Technical knowledge and skills:

Gained knowledge:
Needs:

Capacities:
Skills:
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Activities:

Main:

Other:

Observation:

Labour division:

Participation of women in the activities:
Activity planning:

1. Monthly:

2. Annual:

Economic capacity, financial situation of the group & savings:
Group land:

Condition for cattle breeding: (stable, pasture, fodder source, etc)
Condition for cultivation: (soil productivity, irrigation, fertilizer, etc)
Machinery opportunity of the group: (tractor, combine harvester, etc)
Financial planning in the group: (until which time)

Profit distribution:

Profit share:

Savings:
Reinvestment:

Objectives:
Basic needs:

Economic autonomy:

Conclusion and recommendations:
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APPENDIX 24: TERMS OF REFERENCE FOR AN EVALUATION

Objective:

To evaluate the achievements and impacts of the project . The evaluation
will consider the following criteria: relevance, efficiency, effectiveness, impact, eco-
nomic and financial viability and sustainability.

General terms.

The evaluation should consider the hierarchy objectives of the logical framework
of the project. These components are part of the project . It will
be undertaken as an independent investigation of the objectives, results, activities
and means deployed by ACF, in the implementation of the project, in order to come
out with a final report highlighting the main findings and putting forth recommenda-
tions for the future intervention and decision making.

The evaluation should examine the standard and quality of goods and services gen-
erated by the project, in the opinion of the beneficiaries, ACF technical departments,
technical governmental departments, etcetera.

The evaluation requires the evaluator to gather data from outside the project or-
ganisation, through meetings and field visits to beneficiaries and other organisations
if needed.

The evaluation must consider the following criteria:
Relevance:

 Analysis of the project relevance in the given context according to the identified
needs and in terms of beneficiary selection, objectives, activities and strategy.

« Analysis of the opportunity of the project intervention, according to the global
ACF strategy in the country and the difficulties for access to different areas.

» Were the actions undertaken appropriate in the context and do they respond to
the population’s needs?

Sustainability:

« Determine if relevant authorities and agencies will support the project objec-
tives after the end of the project.

« Evaluate if the beneficiaries and other local parties involved will be the ” pro-
ject owners ” after the end of the external support.

« Evaluate if the institutions, committees, local organisations, community organ-
isations responsible for project follow up will be able to sustain the technology
applied after external support has ended.
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» What organisational structure is required to guarantee the sustainability of the
services provided considering the social, economic, and security conditions in the
project area?

« Evaluate the possible negative impacts on the environment and in the commu-
nities.

Economic and financial analysis:

« Evaluate if the services provided under the project can be operated and main-
tained by the beneficiaries.

« Evaluate the community’s ability and willingness to contribute towards the op-
eration and maintenance of the facilities.

Impact:

« Evaluate whether the project components improve the food security status of
the beneficiaries

« Did the assistance seek to strengthen the capacity of local agencies, organisa-
tions and personnel?

« What are the main problems that the population identifies concerning the im-
plementation of the activities?

« Evaluate the degree of satisfaction of the beneficiaries towards the different
aspects of the programme

Food Security
« Have production and productivity been increased due to the technical assistance
and items provided by the project?
« Have the incomes increased due to the project activities?

« What are the improvements in the management of the IGA due to the training
provided? What should be reinforced?

Effectiveness
How did the beneficiaries benefit from the project services?
Efficiency

How does the quality of the services compare to the effort it took to deliver them?

Gender

Brief analysis of the integration and participation of men and women in the project.
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Specific terms:

Activities:

Actual schedule and completion of the activities compared to the initial plan
and covenant with donor’s policy and guidelines.

How can delays in the activities be avoided and possible time-savings aspects be
developed?

Identification of the main strengthens of the institution regarding the activity de-
lays and external factors.

What are the reasons for the deviation of the planned activities and what im-
provements can be made for future interventions?

What are the effects of the above-mentioned deviations?
How can we improve the performance of remote control activities?
Cost / Benefits analysis of the activities.

How have the beneficiaries accepted the project activities?

Results:

Have the activities given results and/or provided services in the communities?

Identify the main deviations between expected results and the achievements
and lessons learned. Identify the reasons and make recommendations for future
interventions.

What institutional structure and capacity building efforts are required for fu-
ture interventions (considering the post-crisis phase) in the project area?

Measure the cost/efficiency of the activities (cost in terms of monetary and
human resource values).

Project Purpose:

232

Indicate the achievement of sustainable benefits for the target group.
Analyze if the project has achieved its purpose.

Are the services provided by the project sustainable? Will they continue to be
provided to the target group once external assistance has been completed?

Is the performance (positive or negative) due to the initial problem analysis, the
project design, or implementation?

Was the financial viability of the project adequately appraised?

Were the main objectives of the project adapted to the context, according the
accessibility and the main axis of the ACF Strategy in the mission?
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Recommendations

What are the main recommendations to be considered for future interventions ac-

cording to the evaluation?

Identify the main lesson learned from the intervention

Methodology

The evaluation will use four different steps:
1) Briefing.

— Reviewing of the project documents (proposal, reports, monitoring reports,
Surveys, PRA, etc)

— Meeting with ACF technical departments in the field.

2) Field activities

Collecting information through field surveys and interviews

Interviews with beneficiaries and representatives.

— Visit to the communities.

Meeting with local authorities, Community Base Organisations, groups of ben-
eficiaries, committees and leaders.

3) Analysis of the information collected by different sources.

4) Elaboration of the final report and recommendations.

Time schedule for evaluation (X weeks)

Activity Duration
1. Briefing and review of project documents X weeks
2. Field visits X weeks
3. Analysis of information X weeks
4. Preparation of report X weeks
5. Draft for discussion X weeks
6. Final report X weeks
Total duration
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Expected outcomes

Formal Report

The cover of the report should indicate that the evaluation is financed by the EC.

1- Acknowledgement: communities, local authorities, advisers, team mem-
bers, and donors, etc.

2- List of contents
3- Executive summary

One or two pages overview of the report including the purpose and the objectives
of the evaluation, who it is for, how it was carried out, where and when, the major
findings, conclusions and recommendations.

4- Background information

4-1 Target Area

4-2 Main objectives of the project
4-3 Development of the project

Describe briefly the development of the project’s activities, including the contex-
tual evolution if necessary.

5- Objectives of evaluation
Detail here the purpose of the evaluation (contractual), the intended audiences.

What are the objectives and key questions the evaluation hopes to answer? (Can
be taken from the list described above)

6- Methodology
« What evaluation method was chosen and why?

« What are the main constraints (staff, political, security, access, rainy season
etc.)?

« Include here a reference to an appendix such as questionnaire samples of the
methods used.

» Who, when, why and where were the interviewed people or sites selected.

7- Outcome of using the methods

» Where and how were the evaluation methods developed and tested before use?
« How reliable and valid did the method prove to be?

« Include a timetable or schedule of the evaluation in the appendix

« Include information about the training of the staff that will conduct evaluation
or their skills
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8-

9-

Mention unintended results if appropriate.
Findings and discussion

Summarize findings under headings - use the headings: impact, appropriateness,
efficiency, coverage, strategy, coherence, gender...

Wherever possible, use maps, tables, diagrams, and interpretation of qualitative
findings

Include examples of what people actually say in the interviews
Briefly describe the methods used to analyze the information (statistic, PCA, etc.)

Conclusions

Summing-up of the answers to the original questions

10- Recommendations

Please give in order of priority

The report should be presented in draft form for comment, before the final report
is completed. The evaluator should also give a presentation to ACF HQ on the main
findings, conclusions and recommendations of the evaluation, and relevant comments
should be incorporated in the final report.
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