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#M
ROADMAP TO FAIR LIVING WAGE

SUSTAINABILITY / OUR COMMITMENTS / CHOOSE AND REWARD RESPONSIBLE PARTNERS / FAIR LIVING WAGE
/ ROADMAP

Roadmap to fair living wage

The roadmap towards a fair living wage consists of a number of activities and initiatives. Through the
roadmap H&M addresses wages on several levels from our purchasing practices, supplier practices,
workers' rights to government responsibility.

When developing the roadmap, H&M formed an Advisory Board for

wages in H&M Supply Chain. The board will also support H&M in the Related information:
future. The Advisory Board consists of experts from ILO, global trade Fair living wage
unions, civil society and suppliers. Advisory Board for Waae in

H&M Supply Chain
Roadmap overviw (PDF)

Further we consulted a number of campaignh organisations, trade
unions, NGQO's and the Swedish Government. These included
IndustriAll, Swedish Trade Union IF Metall, Swedwatch, Clean Clothes
Campaign, Workers Right's Consortium, International Labour Rights
Forum, Asian Floor Wage and Bengt Johansson, CSR ambassador at
Swedish Ministry for Foreign Affairs.

Tools to negotiate

More than 90% of the textile workers at our suppliers' factories in
Bangladesh earn more than the minimum wage, but too many still earn
too little.

We believe that the textile workers themselves know what wages they
need. And the needs differ from region to region, factory to factory. The
roadmap provides the workers with tools they need to negotiate their
own wage and we will stay and support this process. We believe:

e The wages need to be negotiated between factory employees and
owners

* A collaborative approach is crucial and hopefully more brands will
engage in order to realize the fair living wages

e The minimum wage should be seen as the floor, not the roof.

Finding best practice in model factories

H&M will introduce a role model factory program with two factories in
Bangladesh and one in Cambodia. H&M will buy 100% of the role
model factories’ capacity for a five year period. The role model factory
program includes:
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Roadmap to fair living wage

e Exploring how effective the Fair Wage Method is to drive higher
wages

e Finding best practice examples to set the standard for the whole
industry

e Starting off with a limited number of factories to better identify best
practice and scale up to other suppliers.

Within the first year the aim is to secure the wage method, dialogue
between employer and workers representative/union, functional pay
structure, workers needs assessment and implementation, overtime at
legal level, voluntary and correctly paid and a well-functioning
organization for sustainability as well as for human resources.

Fair Wage Method

The Fair Wage Method is a recognhized method in global corporate
social responsibility. The inceptor of the Fair Wage approach is Daniel
Vaughan-Whitehead, professor of corporate social responsibility at
Sciences Po in Paris, and Manager of Wages and Incomes Policy at
ILO.

The Fair Wage approach helps the supplier and the workers to reach a
fair living wage. The method ensures regular and fair adjustment of the
wages according to both price increases and performance.

By implementing the Fair Wage Method in our role model factories we
aim to drive wage improvements through:

e Sustainable pay structures

¢ More regular wage adjustments

* Enhanced communication and social dialogue between the
management and workers’ representatives.

The Fair Wage Method starts with worker and management interviews.
The purpose is to identifiy the perception on what the existing wage
covers in terms of basic needs including rent, food, clothing and
education. It also evaluates if the worker feels that there is fair
correlation in regards to their skKills, education, etc. After the factory has
implemented a remediation plan, follow up interviews takes place to
measure if the worker's perception of his or her wage has changed,
and also the gap between worker and management perception on wage
level.
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Fair Wage Methodology
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