
Tools used in
‘Strengthened Actions for Governance in Utilization of Natural Resource’

(SAGUN) Program
Tool 4: Livelihood Improvement Plan (LIP)

Background
The USAID funded ‘Strengthening Actions for Governance in Utilization of Natural Resource’ (SAGUN)
Program was in operation since November 2002 in 24 of 75 districts of Nepal with the following objectives:

• To ensure the democratic management of Nepal’s natural resources
• To improve the performance of selected institutions to meet the principles of good governance and
• Ensure the equitable distribution of benefits derived from natural resources management.

From the beginning, the SAGUN Program has been led by CARE Nepal, in partnership with WWF Nepal, RIMS
Nepal and FECOFUN. Initially, the Program had four components viz. Forestry and Buffer Zone; Irrigation;
Partnership for Hydropower; and Policy Advocacy Campaign (PAC). The latter three components were phased out
in December 2006. The Program was further extended for 21 months in January 2007 in order to replicate and
institutionalize the best practices and lessons learned in the Forestry and Buffer Zone Component to which a Livelihood
Program was added. In this context, one of the tools the Program practiced was Livelihood Improvement Plan.

LIP: What it is
The Livelihood Improvement Plan (LIP) is a
participatory exercise to understand and improve
household livelihoods. The LIP concept considers
livelihoods to comprise of five assets namely: social,
human, physical, natural and financial. One by one, each
household assesses the present status as desired future
status of each asset type. Their ability to cope with and
resist natural hazards is also looked into. A local resource
person assists the household in the process. The LIP is
drawn up at two levels: first at the household level and
then the community Forest User Group (FUG) level.
Generally, the LIP results in the implementation of some
form of income generating activity (IGA). While planning
the intervention, particular attention is given to
addressing women’s and girl’s needs and interests.

LIP: Its purpose
The LIP process identifies the opportunities and
constraints poor people face in their effort to move out
of poverty. Devoting time to consult with poor women,
Dalits and Janajatis, the LIP allows program beneficiaries
themselves to determine the type of livelihood support
to be provided. Moreover, LIP support operationalizes
the group fund provision in Forest Operational Plans
(FOPs) and CFUG Constitutions, thereby contributing
to government legislation. By introducing interest
waiving mechanisms and procedures for more flexible
loan repayment, the LIP exercise has also contributed to
making the group fund more pro-poor.

The LIP process
The SAGUN Program conducted the LIP process in the
following phases:

i) FUG selection phase
The Program developed LIPs for 58 FUGs from five
districts. CFUGs were selected on the basis of the
following criteria:-
• Numbers of women, Dalits and marginalized Janajatis

among CFUG poor members
• CFUG willingness to allocate 25% of its funds for

ultra poor members and
• CFUGs will little access to organizational support

in the past.

ii) Household selection phase
Consultations were then held between the Program and
the Executive Committees of the selected CFUGs,
Federation of Community Forest Offices (DFOs),
political parties and local resource persons. As a result,
308 households were selected for livelihood support.
Households belonging to the poor/ultra poor categories
were prioritized as well as women, Dalits and
marginalized Janajatis.

iii) Fund allocation and mobilization
An agreement was signed between SAGUN Program
and the selected CFUGs and between the CFUGs and
the selected households. Under the agreement, the
selected CFUGs were required to contribute as much
of their group fund as possible towards this initiative,
subject to General Assembly approval. Each CFUG then



disbursed the funds among its poor members as grants,
partial grants and interest-free loans. The timetable for
loan repayment was determined in consultation with each
household depending on their IGA.

iv) Selection of IGAs
The IGAs were selected on the basis of sub-sector
analysis, household interest, skill level and the
community’s cultural environment. Business feasibility
plan were developed in some cases too. In view of the
short-term cash requirements of most of the households,
IGAs generating quick returns were favored, including
sewing, hair cutting, rickshaw pulling, operating meat
and fruit shops as well as goat, buffalo and pig rearing.

v) Preparation of LIP guidelines and orientation
LIP guidelines were developed prior to the start of the
program. Its purpose was to assist the CFUGs and local
resource persons in program implementation. The
CFUGs were also provided with an orientation on
livelihoods.

vi)  Monitoring and supervision
CFUGs and SAGUN staff were responsible for periodic
monitoring and supervision of the program based on a
baseline survey of the selected households.

LIP in the SAGUN Program
In the process of LIP implementation, the SAGUN
program experienced the following major outcomes,
learning and challenges:

Major Outcomes
• Livelihood improvement: Most households, primarily

women, have started generating income and IGAs
have been diversified and expanded.

• Resource leverage: By coordinating with other
stakeholders including the government, the CFUGs
have generated additional funds

• Policy advocacy: The LIP concept has been included

in the revised FOPs of the FUGs.

Key Learnings:
• Making funds available to CFUGs generates a sense

of ownership and accountability among them,
enabling positive outcomes.

• The LIP is a medium term approach requiring time
to generate results. Thus its institutionalization
within the CFUG is imperative.

Limitations and Challenges
• The LIP preparation phase is lengthy, taking up a lot

of household and CFUG time.
• CFUGs have limited resources of their own which

they can contribute to the LIP. This reduces the
program coverage and can cause tensions among
the members.

• IGA record-keeping, required in writing, can be
challenging amongst illiterate households.

Further Scope
• The LIP is a participatory way of designing and

implementing pro-poor intervention activities. It also
allows space for new stakeholders including donors
and  INGOs to collaborate along the way.

A very poor Dalit household in Kailali district gets sewing machine as a support
from CARE Nepal, SAGUN Program for their livelihoods improvement.
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