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5A: Living Wages are Paid

ICOLLABORATIVE ACTION REQUIRED: 5A.A Review workers' total pay including benefits and compare it with a credible ‘living wage' to calculate a ‘living
\wage gap’, and understand what proportion of the workforce has a gap.

Issue Titles available under this Workplace Requirement;

e COLLABORATIVE ACTION REQUIRED: A living wage gap analysis has not been completed
e COLLABORATIVE ACTION REQUIRED: A living wage gap analysis has been completed but it is missing key elements
Interpretation guidance

A living wage gap analysis assesses the actual wages paid by a site against a credible living wage benchmark, to understand the gap between wages
received by workers and what they would need to receive in order to earn a living wage. This gap analysis is the first step a site can take to be able to work
on improving wages towards paying a living wage.

A credible living wage assessment is one that meets ILO's Principles for Living Wage Estimation. These are:

1. Estimation of the needs of workers and their families through evidence-based methodologies;

2. Consultation with representative employers’ and workers’ organizations on living wage estimates and involvement of social partners throughout
their development, with a view to ensuring national and/or local ownership;

3. Transparency, including details with regard to data sources and methods of processing, that are open to scrutiny, are comprehensive and
replicable;

4. Robustness of the data in terms of representativeness and transparent data collection methods;

5. Timely public availability of the estimates, data and methodologies;

6. Specification on whether estimates are gross or net, namely whether items such as social security contributions are included or not;

7. Regular adjustments to consider changes in the cost of living and the patterns of consumption;

8. Quality control, including sound technical review, validation, as well as periodic review for continuous improvements;

9. Promotion of gender equality and non-discrimination;

10. Consideration of the regional or local context and socio-economic and cultural realities

Auditors should expect to be provided with evidence of how the site has determined that their chosen living wage benchmark meets these criteria. As an
example please see the table provided by the Anker Methodology here.



https://www.ankerresearchinstitute.org/ilo-anker-methodology#:%7E:text=Anker%20Methodology%20Benchmarks%20are%20based%20on%20the%20typical%20family%20size,market%20conditions%20based%20on%20labor
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Auditors can additionally accept y accept all IDH Living Wage Recognised Benchmark Methodologies and any benchmarks listed below without the site
needing to evidence their alignment to the ILO Principles:

e Full-Fledged Anker Methodology

e Wagelndicator Typical Family Methodology

e Fair Wage Network Typical Family Methodology

e Anker Reference Value Methodology

¢ Lliving Wage for US Monthly Methodology

¢ NewfForesight Living Wage Benchmark Methodology

e Lliving Wage Institute, viewable at the Living Wage Calculator

Sedex aligns to the Anker Methodology’s guidelines on which in-kind benefits may be included as partial payment of a living wage, when calculating a

living wage gap. The Anker Methodology stipulates that in-kind benefits must meet these conditions:

Be considered of benefit and value to workers or their families and for personal use
Meet minimum standard (eg. safe and hygienic accommodation, nutritious food)

Be customary for an industry when estimating typical prevailing wages in an industry
Be received by the worker within one year

Be guaranteed — not at discretion of employer

Included on following allowed list of common and desirable in kind benefits

List of acceptable in kind benefits as partial payment of living wage

® o0 O Q

. Meals at work
. Food rations or food commodities given for free or sold at concession rates

Housing (including electricity, water, and fuel)

. Transport to and from work (and to town on weekends from agricultural estates)
. Child care

f. School for children of workers

g.
h.

Medical clinic and medical care not required by law and not for work-related matters
Medical insurance not required by law



https://www.idhsustainabletrade.com/idh-living-wage-identifier/
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List of common in kind benefits that should not be considered as partial payment of a living wage
a. Visas or work permits for migrant workers

b. Clothing, equipment, and supplies for work

c. Dormitories or shared housing for seasonal workers'®

d. Drinking water provided to workers at work

e. Land for kitchen garden

f. Charitable contributions to the community that do not go exclusively to workers

g. Employers’ contributions to Social Security or National Health Service required by law

h. Time off work for vacation, sick leave, maternity leave, or public holiday

The combined total value of in-kind benefits is capped at 30% of total remuneration. Housing is capped at 15% of total remuneration. All other benefits are
capped at 10% of total remuneration.
(Living Wages Around the World: A Manual for Measurement — Richard and Martha Anker)

At this stage it is not required for the auditor to assess the living wage gap analysis to ensure it meets all these conditions, but they may find this
information useful to answer questions in closing meetings. The auditor shall raise a CAR if the chosen benchmark is not one of the named benchmarks or
the site is unable to evidence how their chosen alternative benchmark meets the ILO’s 10 Principles. The auditor may raise a CAR if they determine that any
in-kind benefits not listed on the ‘list of acceptable in-kind benefits’ have been included in the gap analysis, or if they have positive evidence of benefits
not meeting minimum standards, for example, if they have assessed provided housing as not meeting SMETA's health and safety requirements.

The internal data included in the gap analysis should match the site’s pay records made available to the auditor, and should cover the entire workforce.
Where the gap analysis has not been undertaken, the data used does not correspond to the wage records or there are groups of workers missing from the
analysis, the auditor shall raise a CAR finding. The auditor should explain the nature of a CAR finding in the closing meeting to the site and may wish to
direct suppliers to this guidance and to the IDH Salary Matrix as an additional useful tool to help undertake this calculation.

Where the national minimum wage or collective bargaining agreement currently exceeds the living wage benchmark, the auditor should expect to be
provided with the benchmark used by the site, and evidence of no ‘gap’ in workers receiving the wage rate, with particular attention to young workers, and
non-directly employed workers. In all cases the auditor should record the benchmark used by the site, where it has been determined, in the ‘Systems and
Evidence Examined to validate this Code Area’ freetext box.



https://www.elgaronline.com/monochap-oa/9781786431455/chapter16.xhtml#fn10
https://www.elgaronline.com/monobook-oa/9781786431455/9781786431455.xml
https://www.salarymatrix.idhtrade.org/dashboard
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COLLABORATIVE ACTION REQUIRED: 5A.B Put in place a wage improvement plan that aims to pay workers a living wage within a stated timeframe.

Issue Titles available under this Workplace Requirement;

e COLLABORATIVE ACTION REQUIRED: A wage improvement plan (with Living Wage as the goal) has not been completed
e COLLABORATIVE ACTION REQUIRED: A wage improvement plan (with Living Wage as the goal) has been completed but it is missing key elements

Interpretation guidance

A living wage improvement plan details how a site aims to use their wage gap analysis to work towards paying a living wage. It is expected that wage
improvement plans set long-term goals and detail the dependencies of their goals on additional stakeholders, as site’s take a pragmatic approach to
improving wages.

Wage improvement plans must relate to the gap analysis undertaken and include a clear timeframe for completion.
Auditors are not required to assess the feasibility of the wage improvement plan, only that that the information included correctly reflects the wages of the
site, covers all workers, includes a clear timeframe, and is based on a credible living wage calculation, as identified in WR 5AA. Where any of these

requirements are not met, the auditor should raise a CAR finding.

\Where a site has evidenced they already pay a living wage, through their wage gap analysis, they are not expected to have to provide an improvement
plan and no CAR should be raised.




