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HREFACE

This paper has been developed +or a conference on Income
Generation in Lesotho which was conducted by the Lesotho Distance

Teachinag Centre LDTE) in Fabruary 19034, Ihe Lesothe Distance

leaching Centre through a U.S. Adency for International
Levelopment funded project entitled Strug turing Morst o mal

Education Hesources has been experimenting with +inancial and

technical assistance strategies to help income genarating aroups.

he  puwrpose ot this paper is to outline broad issues in the {field
o Income  qgeneration so as to give the reader a frramewnrk by
which 1ncome gensration for rural oroups can be understood  and
analvred. e such it does not attempt to provide definitive
angwers  to the issues of income generation for rural groups but
instead hopes  fto provide a structure whereby further gquestions

can be rairsed and hopetul ly answered.






SECTION |

INTRODUCT ION

Malineo 15 +rom the viltlaae of Ha Khobotle in the southern part
of Lesotho. She has a household ot eight people 1ncluding her own
tive ohildren who depend on her tor their daily needs. Malineo
was  marcied to a Masotho who would cend remitiances back to her
trom the mimes 1n South Africa. Three vears ango he died. hince
that time she has had Lo feed and clothe her tamily on the little
she could warn from selling vegetables rairsed on the plot of land
(311 wer o her by the village chiet and trom the ale ot soraghum
. Her Standard lhree education has not eaurped bher for any
rotvpe ot work. She can nolt get a swatable jJob 1n the Capltal
c1ty, 1t suech were availilable, becavse she lacks the NECEss ary
sithonl certiticates and she has troublte 1INCreasing her 1ncome in
Lhe villag becauso she does not have amona other things the
appropriate  and  relevant education to generate more 1ncome

tor herselt and her familvy. In spite of such cditticul ties,
Malineo and obthers in her village with whom she has worked 1n the
past have formed a piragery association Lo aenerate more 1ncome.
Ther:: chances of success appear limited since at  present they
have neither the financial resources nor educatlonal training to
make thelr arouwp a success,

The abo.e cxample denonstrates what s becoming an  increasingly
more common i1ght 1n rural areas of the Third World. "Fraessured by
the demands ot a monetary economy that they can naot 1gnore. rural
villaners are attempting teo sarn money to meet their basic  human
needs throwvalh individual  and group ettforts. Whether their
acbivities are in agriculture, handicrafts, or small industries,
these people seek to earn income that will enable them t{o

meet the costs ot basic needs” (The NFE Exchange, (1&),(2),1979.p.1) .
Often this 1ncome supplements that earned from agricul ture or other
saurces such  as  miners’ remittances ac in the case of Southern
Atrica. Hawever, for  the vast numbers of wnemployved  men, women.

and school leavers, income earned from these activities may be their



only means tor survival (NFE Eichange, (1&6) , (2, Lw/v)

Une of the greatest challenges tacing Third World countries 1s to
toster income generating activities §or theor people, especlally
those who live in rural areas. What should the role af education

be 1n ths all-important development of tori In the coase  of

Malineo she benefitted little from her vears of schooling pevond
hee ability Lo read and wete. L has now becdne clear to  many
development planners and practitioners that education, which for
S0 Lang was viewed ac Lhe peanacea +or all Ihird World devol opinent
probl oms, can not by dlselt solve tho problems cantronting L
Fural o poor., Lducation progroms can not be concerned solely  with
the  transterence  of anfornation. In order for rural paople to

praovide  ali-toporbant incone o themselves and  their families

they nesd the necessary eduacational and financial means to create
opporiunities for themselves. To make learning more than the
simple  transterence of 1ntormation, education, espectally  fYor

adalts, must be linled to productive activities and 1t must be

designed tor the specific and immedialte use of rural people.

Increased  altention  is bheing given at bhoth the national and

tnternaticonal level by planners and practitioners to viorking with

aroups  as & neans of generating income and incre

asing the local
accumilation of capital. 1t has been suggested that programs
that  work with groups are able to reach more people with fewer
resouwrces) there may be an oppor tunity with groups to raise {*he

slandard ot living of all: and, through selt managed qro.ups,
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monopolistic siploitation by individual o may be  reduced. Some
planners also  view  groups as potentyal catalvers  for  other
development artivities and ar aue that the confidence and sernse of
cammunal  support Getnied trom working 1n groups can boeo an 1mpar
tant  Gtep toward developing independence. In  addition, QT OuUp s
provide wenbers  wilh  an opportuanity for  skill sharing and

suppor .

While the prabitems of paverty ard unemployment pervade the rural
areas of the Thive World, the rush Lo enconpass  the  income
acnerating  concept N 1ls entirety  nust N tesnpored by a
realictic  and  pragmatic view of what it can  do. While =seolft
manacged 1hcoans eneraltl ng groups may very well play an important
role 1 the olimination of poverty wand unamployment , A careful
anal yel g and delincation o+ the concept of geldt mananed 1 ncome
aenerating  groups and the role that education and 1n  particul ar
nonftarmal  cducation  can play 1n  their devel opment pust be

undertaken.,

Numerouws  questions about income generation need to be asked and

answered. For erample:

- What is an 1ncome generating group? Is the simple generation of
income the only thing that is important or do we need to consider
such  Lhinngse  as the tair and equitable distribution of protits
among &l group member s’

o Who  has actually bernefited from the tormation of self managed
anct auned ancomne generating groups’?



- Is a group structure an appropriate way Lo generale incoms 4or
rural peoplel  Are there mere ettective wavsy What delermines Uhe
Mot etfective struclbure +or an income aenarating activi by

Whal Linvis of problems are faced by potential 1ncome gencrakbing
Oroups:

tactors  1nfluence the successtul development  of LNCOme
generabing groupss

= What showld  be the role of an assisting institution 1n Lhe
development and growth of income generating groups

= How i revelving loan funds best be uweaed to help incone
genarating qQroupssy le there one administrative structuwre for  a
revolving loan fund which 15 most suwitable tor assisting rwral
Groups’?

- What  are the nontformal education approaches  and techni ques
which are most eftective in the development of these aroups  and
how can they beslt be nbilized?

Through the involvement of all the participants alb this
conterence some ot the answers to these and other tmportant
questions will be found. The following panes represent somne

preliminary  conclusions ot the LDTC as it attempts to provide

answers Lo a tew of the above questions. Hopetully what is
presented will cause yvou to think about your own work in the
tield ot itncome qeneration. More indeplh presentations and
discussions will be held over the course of Lthe week. in

particul ar, intormation concerning the following areas will be

presented:
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1.

A Frameworlk for Underctanding Income  Goeneration  +or
Kural Groups

The Stages ot Growth thal an lncome  Bener alting Group
Undergoes Lo Meaet Lts Dbiecti ve

Ditierent Structires tor Income Lenorat g Aclivaties

Buccoesstul  Income Benerating Actieitbies for Kural Feople
in Loesobho

The leaderehisp Fattern of Jncome Genor ating broupa
Helptrul Training for [ncone Generating Groups

the Cosl Hrtectiveness of Aosi ot ance Bpproaches to Incomne
benerating Groups

Metworbing Lo fssist Income Gonerati ng broups

Factors cthat  Intluence the Sucoessiul levoelopment  of
Income benerating Lroups.
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165UE 1

DEFAINIFIOMN AMD ASSUMETIONS U TNCOME GENERAT LON

The original 1ntention ot the concept of rural-based and locally

contralled tneome generating aroups is Lo provide groups of poor

villagers with b

10 technical , entreprencuw-ial , and managertal
shrlls and the f1nancral credits (plus, 1n come caseus, with prior
Liter acy and numar acy shille 1 f necessary) which will be

Htelivee 1n the conoerative production of some <al able ool

tor bhi marbotplace. This would 1ncrease income and evantually
capliltal torsation an money 16 accumul ated by fhe qQroups.
bradually and rdeatly anemployment and poverty conditions would
leeseen  as  mere and more poople would enter the marketpl ace ag

produters and COMNSLIMEN S,

Many i1ncome generating activities are conducted through a group
structure  which strives tor a direct comprehensilve democracy  in
the economic, political, oand cultwral unit which aitords to all
participants 1n the production process democratic representation.
Buch a qroup  structure 1z sometimes referred to  oas an
associabion, a4 collective or a cooperative. Cooperatives are
Organizations in  some  manner commonly owned and run by their
members 1n  order to provide pre-determined benetfits to  the
members.  Manvy income generating activities i1nclude a combination
of individual and group efforts. This is especially true of

certain types ot associations where certain activities are done
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1n

1IN a agroup ettort while other activities are done individuallv.

the other  maior tvpe of 1ncome generata als} activaity 1g
solely individual éftort. For the purpaoses ot this paper 1 will
cancentrate on the 1ncome generating activikties which invol ve
etther  total group eftort or a combinatiton ot 1ndividual and

group et+ort.

It appears from lrterature that groups may be more receptive to
risk taking and to change than individuals due to support sharing
mechanisms such  as contidence and  communal suppori. External
resowrces  mav alzwo be nore effectively used with a qroup  than
with individuals. At Lthe local level, a qroup may tend to reduce
monopolistic  exploitation by individuals while providing a base
for other community develaopment aclkivities. At the macro level,
groups,unlike 1individuals, may provide an ettective vehiciao for
articulation of local needs. Groups may also be more consistent
with human psychological needs and pre-existing cul tural Yactors.
this issue ot group versus individual effort will be examined

turther 1n Jlssue [I.



CATEGORLES OF INCOME GLNERATING GROUFS AND THEIR ALTIVITIES

There are NUInErous categorles or types of 1ncoms generating aroup
activibres, They  ranae  from anutmal husbandey ., food  and  crop
jnowdoetron . Lo handyor at bs, gmall tndustries and  oorvcas, Lo
Entertarmnest . Rather than categorize inocone generatbing aroups
according to what Lhey produce, 1t may malke more sense o lool: at
nvome Jenerating groupe and thelr activities as representing a

LONL T Nnuuen.

Mast. income  generating activities are composed of
three distinct elements or phases:
(1) s inpul Fhase which involves the procurement of  raw
materiale  and other things necessary to praoduce a. products;
) the roduction Fhase 1tsel+; and,

Ny the  bHedling Fhase. which 1nvol ves all marketing
and sellinn activities

L given situwatione and in difterent oroup  actaivities, some
phases are conducted by individual members while other phases are
conducted by all members worling as a qroup.

This can best be visuwalized in the diagram on the following page:

1



12

Structure for lncome Generating Activity:

Sole Control iy Control Shared by Sole Control by
Individual Individual % BGroup Group

(tFraduces) (Froduces)
Sells Outputs) (Sells Dutputs)

It we consider 1ncome aenerating groups that we know, we can see
that these groups can be placed at ditferent points on  this
continuum. A communal garden, for example, most likely would have
bl ackivities in the hands of Fhe group.  The group would  buy
geed atdd tr i lizers, tend the mgarden, and sell vegetables as an
entire croup.fhits group would be placed on the ~1ght side of the
contntiun. fodalry associatlon, i the other hand, may  buy
CORS, faed, and mellcines as oA roup for distribution to
individual imambers. The care and feeding of the cows would bhe
dorme andividually., The sale of milk would be done by the groupg on
Lehalt of the 1ndividuals. This dairy associaltion would have i1te
activities in the centre of the abpve continuum - control

shared by individuals and bthe group.

It seems that Lhe product Lo be produced and its associated costs
may deleroine the mix of individual and group worls. AN 1income
generating  group  that is engaged 1n the sale of milk may leave

the actual production of milk with the individual members who own

and  can  best care for their own livestork. However, thess
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individuals may use the arcup to obtain production 1npute  such

as teed, other supplies, veterinary services, and to sell the

millk. The group structure may be much more cost ettective 1n the
callective puwohase of productlon inputs and 1n tho bure sale of

ouLputs.

On the other hand., a handicratt aroup which males school unitorms
may keep all three phases in the hands of the entire group. This
may be done because of the nature of the activeity but 1t may also
be done due to the fact that members are too poar to  each  own

Eherr own cowing machines.

Sach knowledge ~ the type of productive activity and the ability
oF members to individually afford equipment determines the mis of
Qroug and  1ndividual effort -~ is eitremely 1mportant for
institutions assisting 1ncome generalting aroups. Institutions can
Lhus  he more +lexible 1n what an income generating group should
look like. fhere 1s more than one effective way that a group can
be structured to generate 1ncome. Broups can be better ascisted

once the group’'s mode of production is recogn: zed.
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DEVELOFMENT AND GROWTH OF INCOME GENERATING GROURS

To gain a better understanding ot 1ncome generating oroups, it 1S
usetul to look at the dvnamics of group development:. Ubviously,
aroups  are  net  static institutions. lLike people they are
constantiv  in  a process of change. I'hey change and arow as  a

result ot either outside iorces and/or internal changes.

When  we look at one ot the LDIC case study groups, the Khobotle
Figgerv fAssociation, we will notice 1tes initial goal was to buvy
production inpults collectivel, Yut to raise pige individually and
then to sell these pigs collectively. An internal aroup decision,
Lo have more pigs to make more Mmeney , and the need to have the
newer  hybrid piog 1ntroduced by the extension agent changed the
objectives of the group. Ihis necessitated that the qgroup do
things differently. This need to do things differently required
new types ot intormation. After a while the agroup at Ha Ehobotle
witl have internalized this new information into its operations.
Thus & cycle will be complete. A group goes through a cycle every
time its objectives change. While the group changes due to a
change in ite objectives brought about by combinations of
internal and external pressures, such change is not always in an
upward movement: . Changes 1in the group, espec1ally' wilth
inappropriate information and assistance, can result in group

development which is negative and can lead the group in a

14
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direction which does not benefit its members.

A diaaram of this group development process 15 presented bel ow:

Group Development:

External /lnternal M Development of New
Fressures Objectives/ Needs \\N

Recognition teo do

Internalization % things differently
implementation of to realize new

new i1nformation  and objectives, iae,
inputs to realize borrow money, etc.
new objectives

Need for New
Inputs/information
to realize new objectives

lhere are numerous  oukside tactors which influence the
development of income aenerating groups. This paper will not
atlempt  to prioritize these factors. However, an assumption is
made  that  training along with financial assistance can play
g1gniticant roles such that viable income agenerating groups would
be unable to develop if these two factors were absent. The
factors listed here are all seen as important in the development
ot income generating groups. They areg

1. developed transportation system
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L.oettective commulcation system (telephone, radio, etc.)
Seod Slable markedl

4. accens to new innovations and appropraate tec no!ogies
S.oaceess Lo produclton inputs/ raw materials

v, attordable financial credits

7. respunsive local and national aovarnment agencies

Ho dlmmediately usable training

Y. access to land

e diagram on the following page was developed in an attempt ta
put into a systematic framework the seemingly confusing mixture
of various group needs and activities such as skills development
and incomz generation. fhe diagram may he useful to understand
this process of group development and growth and the role that
sutside factors, especially training and finances, can play in

the development of income generating groups.
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LRTE Model ofF Group Growths Evolation:

FRE-~EXE NS LON
CONSOLTDA L LG
FrHASE

(Example, roup
comes toaether for
the first time.
Cnaracterized as

“a period ot organ-
Lzing and aetting
o know each other

Growth of Group
To Reach lte
Objectives

EXFANSTON
FHASE

(hxample,predmminant]y
A learning period. Need

tor heavy training inpucs

and some compleomentary
fioancial inputs)

External Inputs
(Hiqh)
RN
/ ~
/ \
/ \

/ !

/|
/

External Inputs /
(Low) 7~

\-—"

Variables:

l.Structure
combinationsg
phase to phase.

for

of grou

Income Generating

FOST~EXFANG 10N
COUNSODILYDATI MG
FHASE

(Euumple.prudomlnantly
an 1ncome generating
peri1od. Generation of
1ncomes and profits.,
Application of skills
learning in previous
phase)

Activity
P and individual structure which'

- different
vary from

2.Time Feriod - length of each phase varies from group to group.
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ed1sts 1n a  vacuum, All groups are “posed, posiItively  or
negatively, to outside 1ntluences. In times of group CUpAansI on
these  @tor nal tntluences  are critical to the succeoses e} Lhe
aroup. Brm: larly, the magnitude and number of 1Nt luences 1ncrease
duwring this period. During this epansian phase Lhe ertectiveness
and  ability  or aroups Lo generate rncome tor 1te  memberes may

sutter as the emphasis 1€ on the learning process.

At some point in the future the uroup may shift 1te objectives as
A4 result ot internal and/or external pressures. At this point 1t
will enter anothe; expansion phase and go througn the same
processes as just described. It is 1mportant +or arganizations
that  work  with income aenerating groups to ascertain whethor a
aroup = 1 the eupansion  or consolidating phase in 1ts
development., Ilhis will helr the outside organtzation decide on
the tvpe and 1ntensity of assistance as well as to how the group
will behave. Al understanding of the phase that a agroup 15 1n
will also help an institution to know what results to expect from
& group. It a ygroup is in an expansion phase (learning new
skills), the assisting institution should not expect significant
1NCcreases 1N group income. For example, up until two years aqo
the Khobotle group was in a consolidating phase. [Duts)de inputs
were laimited to occassional visits by ertens mn  agents. No
outeide financial assistance was given and there were limited
outside contacts, In the past two years the objectives of the

group have changed. The group is s#panding its operations.
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Considerable time 15 spent on learning  new shills  and wn
expanding the phyvsical size of the pra slbires, Ihis has  required
1N easod asststance. Such assistance has 1ocused on finanet al
asulabtuarnce  and  on broad lraining Lesuns  such as financtal
manaaqgement . an outside agency shoul d also realize  and be
senst tive Lo an evolving, somewhat eclectic manacgement slhructure
1n this expansion phase. The aroup 1s learning new approaches and
stille, As a reosult the directions of Lhe group and its 1nternal
mechanlisms  are in & fluid state and should nol be  judged too

critically.,

L summary . the  expansion phase 15 a time tor knowledge and
cap-scit,  buclding - learnivng what 1¢ required to achieve aroup
ohjed brveg, lhe phase stresses bhasic learning about aroup  and
communtty  dvnamics and even learnina what the relevant questions
are throuan « 1earning by doing, problem solvina approach. The
consolidabing phase 1s characterizod by an emphasis on  applying

what was learned 1n earlier stages.



FRAMEWORE FOR ANALYZING INMCUME GENERATING GROUFS -
COMMOMALITIES POk SULCESS

o better understand 1ncome aenerating groups we need ko devel op

a4 criteria for success against which aour efforts to assist 1n the

development of 1ncone dgenerabting groups can be nmeasured.

Ther e are numerows criteria which can be developed. Several vyears
ago  the LDIC produced a fairly extensive list of what it +telt
constiluted a functioning income gener alt1ng group. This list was
evolved 1in  the course of il:s work with the development of the
LDTE Inlensive Training Model. The list 1ncludes the following:
1. The aroup has clearly identi4ied aoals with which atl

members agree and are committed.

2. The group has a tunctioning  comm ttee (Cchairperson,
Lreasurer, et-.) whose memnbers know Lheir duties,

3. ALl members know thelr duties within the group.
4. A communications system exisits within the qgroup which
keeps all members of the aroup 1ntormed. Example -

written record of all group meatings.

5. All  members of the group  have an equal voice in the
affairs and decisions of the group.

6. The group has a detailed plan ot action to realize group
goal s,

/7. All members equally contiribute labour and/or money to the
group s worl.

B. The qroup has clearly understood rules and procedures.

P The group has one person who can keesp an accurate and up
to date record of all money spent with receipts, all

21
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Financial asststance has ended. Wibth ar o rrnstitolonal polrov o
tostering wolt reliant yncome generat on, the LDTE has provided
only Uhe i traanong and financt al assistance that 1o B2 e

Lo male the aroups succosstul .

Based upon a reviow of the LDIC ex perience wilh 1ncomne generation
and  Dased upon  an ezamination ot Iiterature 1n the  v1eid of
tncomne gencratoon, Fhe LDOTC has mado come Cenbal (v Assuwinplions
ot wWhat concbitutes an et fecll ve o op. The neett wlep in the

PECres s 15 Lo compare thie ool adatiis bt the fondings of ot heyr

tnatatulrone tnvolved with ass) el ag o dncome genarating groups.

The eront dimensions outli ned on the following Pracies Blave besn

developod by the  LDTC to establish  a e al hrrection +or
Aassiacting 117 the development ancd growbhe of thw uimes gencerab i ng
(roups, They  mroviede a hroad o amewor s t O Plarmet = ard
practrtroners to toallow. Howewver . thoy do not Ly Lhensel viss
provithe wpecttic antormalon by which ettective QO ammes Can b

developed Lo assist such U OUp S,

Ta  durther understand the 1ssues in volved 1n Lhe development  of
1NCom:  generating  aroups, the LDIL has  obtalned detarled
intormabion from Lhe LDIC assisted groups which has been anal yored
and  publishad. These particular cases are especially relevant

hecatise the aroups have been 1n edistence for a considerable

pertod  of time and they provide information on the dimensions of
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income  genacrating groups just cirted which should enabile  a el

discussion ot alJl aspects of the programmatic and human @l emente

o+ Lhe qroups.

Comnonalities for Examining Incomne Beneraling Groups

DASMIANEPRSIN CHARAZTEIR LG LG
L. Indrgenous Urigin (1) Baced upon 1ndigenous soctal
and Grrowt O OWUP s .

() Growbh of group  relatively
slow, orderly, and cquential.

2. 8elf Determined (1) Determined by aqroup.
Objectives
(G Concrete goals achievablioe
within gpecitic lim ted ti1me

period.

3. Democratic and Mon- (1) Intormal, evolwving
Hierarchical rganization
(2) Decisi1ons made with irput by
most group members

(2) Relations less hierarchical

(4) Structure is understandable
by all members

4. Dpen Membership (1) Usually limited not by social
or economic  standing but by
numhers
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(.2) Linship  or friendship  bhase
tor memberahap

Yo Parbicipative Leadership (] the loeadership funchtion g
and Managament diffuse

() Leadere emerae 1 Lhe contont:
of Intormal ogroup artivibios. The
leadwrs  command the  suppart o4
the menbors  boo. X they have
proven themselves o Ut ten they are
natural roatvenr Lhan formally
elecled eader o,

b, Selt Leternined Services (@] £l members  are equally
and Activibies involved in bthe activities and
resulting  benetits of tne  group

through Laboue o IS O (T €

commi tments.

) Where  some members must
contribute el a 1l abour o

eSO C

Lhey are compensated.

(X)) The income aclivity i€ chosen
by the group based on avalliable
economl e teasibility antormat on.

7. Democratic Decicion (1) M1l members have an  egqgual
Making voice in the atfairs of the aroup.
= The QU hag clearly

understond rules and procedures.
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H. Selt+ Reliank External (1) The group i= nol dependent on
Relations continued nuteide aseislance tor

its suwrvival.

(903} Loctormal acenc es de net
attemplt Lo conbrob or liasnt  the
development o direction of the
1 oup .



