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What is the Living Wage Bonus Agreement?

Living wages and incomes are at the core of decent work and fair purchasing practices and embedded in the 

Universal Declaration of Human Rights (article 23 and 25) and ICESCR (article 7 and 11). 

The concepts of “living wage” and “living income” are both about achieving a decent standard of living for 

households. The idea of a living wage is applied in the context of hired workers (in factories, on farms, etc.), whereas 

living income is discussed in the context of any income earner, such as self-employed farmers or miners.

Fairphone firmly believes in workers’ right to a living wage. 

To challenge this systemic issue, Fairphone has drafted this Living Wage Bonus Agreement to help companies in 

achieving impact across their supply chain. The document is intended to serve as a starting point for negotiations 

whereby clauses may be embellished or amended depending on the parties involved and their scope. 

Can I use the Living Wage Bonus Agreement for all occasions? 

The Living Wage Bonus  Agreement is designed to serve as an addendum to any Purchasing or Supplier Agreement 

between manufacturers and purchasers. The agreement only covers clauses related to the set-up and implementa-

tion of living wage bonus for factory workers of the manufacturer. This agreement does not cover the following;

Manufacturing and sourcing;

• Due Diligence;

• ESG criteria;

• Intellectual property rights;

• Data protection. 

• In case of doubt, you should discuss with your Legal department if this template is suitable for your circumstances.

How was this document created? 

This initial draft was created by Fairphone. A new version will be released in July following broader consultations and 

expert review.  

Disclaimer 

The Living Wage Bonus Agreement is provided on an “as is” basis and is not a substitute for legal advice. Fairphone 

makes no warranties regarding its performance and shall not be liable to you for any claim as a result of the use of 

this template. 

Guidance
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This agreement (the “Agreement”) is made between, and enters into force beginning with the date of the last 

signature of a Party and concluded by and between

[Company Name] (hereinafter “Buyer”)

and

(1)   [Company Name]  (hereinafter “Manufacturer”)

(2)   Buyer and Manufacturer are collectively referred to as the “Parties” and individually as a “Party”. 

WHEREAS:

(1)   This Agreement refers to work performed at the factory where the [Product] will be manufactured, that is at 

        [Factory Name] (“Factory”). 

(2)   The Manufacturer guarantees and assumes all liability for the performance of Factory in accordance with the 

        obligations laid out in this Agreement.

(3)   This Agreement follows and must be read in conjunction with the [Product Manufacturing Agreement].

(4)   This Agreement is entered into and should be interpreted in line with the Parties’ commitment to a shared 

        purpose.

Commitment to a shared purpose on the need to provide a living wage: 

The Parties enter into this Agreement  in consideration of their following shared purpose;

(A) The Buyer recognizes that it has an obligation to respect human rights throughout its supply chains, in particular 

with respect to living wage and principles enshrined in the Universal Declaration of Human Rights (article 23 and 25) 

and ICESCR (article 7 and 11). 

(B) The Manufacturer was selected based on their shared value to social and environmental performance, quality 

and economic competitiveness. 

(C) The Parties recognize that purchasing practices can improve the human rights performance of its supply chains. 

(D) The Parties recognise that the success of the Living Wage Bonus is reliant upon  continuous cooperation, mutual 

efforts and joint willingness to address systemic issues across supply chains to achieve a meaningful transition to 

sustainable business practices. 

(E) The Parties enter into this Agreement in good faith and relying on each other’s commitment to achieve this aim 

in a collaborative manner.

Note: the whereas clause can for example include

• The background of agreement

• The objectives that are being pursued with the partnership

• The background of the parties and their interest in this contract

Template
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1.  Definitions

The following terms shall have the meaning as per the below definitions. Other capitalised terms used 

throughout this Agreement will have the meaning assigned to them in the relevant section of this Agreement

A. Employee(s) shall mean all workers, including direct and indirect hires (namely, agency workers, temporary 

     workers, dispatched workers, students, interns etc.) at Factory irrespective of whether they are or not performing    

     services for Buyer or for other companies.

B. Living Wage Bonus shall mean the wage paid in addition to the ordinary compensation of the Employee as per 

     the employment contract and independent of other bonuses or allowances to which the Employee may be 

     entitled as part of different projects.

C. Calendar Quarter shall mean a period of three (3) consecutive months starting on either 1 January, 1 April, 

     1 July or 1 October.

D. Calendar Month shall mean a period of time between the same dates in successive months as named in 

     the calendar.

E. Cost of Living shall mean the amount of money needed to sustain a decent standard of living by affording 

     basic expenses such as housing, food, water, education, healthcare, clothing, transportation and other essential 

     needs including provisions for unexpected events. 

F.  New Product shall mean the new [Product name] and shall exclude refurbished products, servicing units, 

     or [Product name] components or accessories.

G. Project shall mean the Living Wage Bonus scheme provided to employees working at Factory as further detailed  

     in this Agreement.

Note: definitions may be added or removed based on the particular agreement between the Parties.

2.  Scope of the Project

2.1 The Living Wage Bonus is designed to improve the wage and benefits offered to Factory Employees to en-

sure a Cost of Living. The Living Wage Bonus aims to improve the quality of life of Employees and strengthen worker 

satisfaction and worker retention at Factory. 

2.2 The Parties recognize and commit to this Project as a scalable solution to increase wages to sufficient levels 

in order to strengthen the Employees’ ability to pay the Cost of Living.

2.3 The Parties recognize the need to cooperate based on trust, continuous learning and support for each other’s 

business and growth needs.
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3. Role and responsibilities 

The Manufacturer is responsible for the following : 

• Implementation of this Agreement, including the timely communication to the Buyer within three (3) calendar days 

  since the occurrence of an event that could delay / hinder this Agreement.

• Invoice the Buyer in line with the requirements laid out in Article 6

• Ensure the Living Wage Bonus is paid out to all Eligible Employees, including direct and indirect hires, and received   

  in full together with their regular salary, in line with Article 6.

• Ensure the Living Wage Bonus amount, eligibility and grievance channel is clearly communicated to all Factory 

  employees in line with Article 6.

• Be able to demonstrate that the Living Wage Bonus is paid and received in full by all Eligible Employees, 

  including direct and indirect hires, in line with Article 6.

• Provide evidence of the pay-out of the Living Wage Bonus to Buyer, in line with Article 10.

• Participate in the Evaluation Phase (as detailed in Article 10), including sending a representative with the right level 

  of seniority to these meetings. The first of these meetings is scheduled to take place on  [Date]. 

• In case of any dispute, the Parties shall seek resolution in good faith.

The Buyer is responsible for the following : 

• Offer the financial contribution required by this Agreement.

• Implementation of this Agreement and timely communication to the Manufacturer within three (3) calendar days in 

  case of unforeseen challenges impairing Buyer’s compliance with its obligations as per this Agreement.

• Payment of invoices issued by the Manufacturer within (amount) calendar days upon receipt of the invoice by the 

  Manufacturer, in line with Article 6.

• Review the pay-out evidence from the Factory to Eligible Employees.

• Participate in the Evaluation Phase (Article 10), the first of which is scheduled to take place in [Date].

  In case of any dispute, seek resolution in good faith.

Note: any further applicable obligations may be included.

4.  Eligibility requirements

4.1 Employees who meet all the below requirements, shall be deemed eligible (“Eligible Employees”) to 

receive a Living Wage Bonus:

(A) The Employee shall be a worker located at Factory that manufactures Buyer’s New Products;

(B)….

For clarity, the Living Wage Bonus may apply to all workers at Factory, irrespective of the production line they work 

for (whether Buyer or otherwise), and irrespective of their role within the Factory.

Note: any further requirements may be added here. For example:

• The Employee shall earn a wage of [Amount], or less, per month corresponding to a  standard 

   work week of (40) hours.

• The Employee shall have worked for a  minimum of one (1) whole Calender Month at Factory when the 

    Living  Wage Bonus is  distribted.

•  Etc.
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5.  Buyer’s financial contribution to the Living Wage Bonus

5.1 Buyer’s financial contribution to the Living Wage Bonus will follow the calculation method  [insert or 

outline in an appendix]. 

5.2  Following the calculation performed and agreed by Buyer and Manufacturer, Buyer agrees to set aside 

[Amount] per New Product produced at Factory and shipped to Buyer over the course of each [ Time period; e.g. 

Calendar Month or Quarter]. The total accrued funds during the relevant Calendar Quarter will be allocated to the 

Eligible Employees via their salary slip based on the distribution mechanism laid out in Article 6. 

5.3 During the Evaluation Phase (as per Article 10), Buyer may re-evaluate and adjust the price of [Amount] set 

aside per New Product.

5.4 The Manufacturer shall present proof of payment to Buyer that such amounts were paid to 

Eligible Employees.

Note: any further applicable obligations or rights related  to the financial contribution may be included.

6.  Living Wage Bonus Payment

6.1 The Living Wage Bonus shall be paid out on [Frequency; e.g. monthly, quarterly, annual basis] at the same 

point in time as the regular monthly wage.

6.2 The first Living Wage Bonus payment for [Date] will be paid to Eligible Employees on [Date of pay-out to 

workers]. 

6.3 [ Insert relevant process descriptions] 

Note: any relevant description may be added here. For Example:

• How the total bonus or bonus per worker is established and how each Party is involved in that process

• lf any pay-out overview needs to be provided, and when it will be sent. Indicators reported on may include

• The number of the Eligible Employees;

• The number of New Products produced and shipped during the previous [Period]; 

• The average bonus per Eligible Employee; or

• The total Living Wage Bonus amount.

• How and when invoicing between the Parties takes place. This may include:

 - Invoicing methods: via dedicated invoices for the living wage bonus, or via regular invoicing with the  

         premium on top of regular FOB value

 - Invoicing in advance of the payment to workers or afterwards 

 - Within how many days the invoice needs to be paid by Buyer

6.4 The Living Wage Bonus payment shall be complementary and independent to the monthly wage and any 

other allowance that the Eligible Employees might be entitled to contractually, and as part of other projects. No 

deduction of wages shall be allowed as a result of the Eligible Employee being qualified as a beneficiary of the Living 

Wage Bonus.

6.5 The amount of the Living Wage Bonus and which workers are entitled to receive it, shall be communicated in 

a transparent manner to all Employees of Factory in written form, and made available via regular company 

communication channels. The communication shall also list the method by which Employees can express any 

questions or grievances in relation to the Living Wage Bonus. The Buyer may at any time request visibility over this 

process. 
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6.6 The Living Wage Bonus may not be used as a performance incentive or a penalty instrument and shall be 

awarded exclusively on the grounds of eligibility presented in Article 4.1. 

6.7 Factory shall have in place, and be able to prove the use of, a verification mechanism to ensure that all 

Eligible Employees who receive their wages via an external agency (that is indirect hires including agency, 

dispatched, student workers and interns), receive the Living Wage Bonus in full and without any deduction, excluding 

applicable taxes. This verification mechanism will include a quarterly random sample check interview with indirect 

hires, performed by Factory. During this interview at least one Eligible Employee from each external agency shall 

confirm that the full wage, including the Living Wage Bonus, is received. 

6.8 In case of any discrepancies with the above clauses, Manufacturer shall inform the Buyer within three (3) 

calendar days. 

6.9 Buyer shall notify the Manufacturer in writing of any dispute with any invoice (along with substantiating 

documentation or a reasonably detailed description of the dispute). 

6.10 The Parties shall seek to resolve all such disputes expeditiously and in good faith. 

7.  Collaboration in good faith

7.1 The Manufacturer acknowledges the importance of carrying out this Project with the aim of improving the 

quality 

of life of Employees at [Factory] and driving worker satisfaction and retention at Factory (Article 2.1).

7.2 The Parties will collaborate in good faith to achieve the above aims. Should the Parties fail to collaborate 

in good faith or in the set-up and implementation of this Project, Buyer reserves the right to restrict or cancel this 

Agreement in part or in full. Should the Buyer restrict or cancel this Agreement, the Buyer shall do so reasonably and 

as a final resort where (i) attempts at setting up or implementing this Agreement have failed and  (ii) there is no rea-

sonable prospect of change.

8. Communication

8.1 The Manufacturer acknowledges Buyer’s commitment towards transparency through open, timely and easy 

to understand external communication. 

8.2 As a principle, the Parties shall be able to externally communicate the content, progress and findings related 

to this Agreement.

8.3 The Parties shall inform each other on the topics that a Party may see as sensitive and shall enter good-

faith negotiations to find a solution that can satisfy the external communication requirements and interests of both 

Parties.

Note: any further applicable agreements on communication may be included.
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9. Verifications

9.1 Buyer reserves the right to perform verifications to ensure the Living Wage Bonus is duly received by

Eligible Employees as per Article 6. The verification may be performed by expert companies designated by Buyer. 

The Manufacturer shall cooperate during such verifications.

9.2 [Insert description of the verification process, including what evidence that needs to be provided during the 

verification process and how often verification will take place] 

Note: relevant details of the verification process may be added here. For example:

• Where verification may take place; on-site or remotely

• Consider the evidence that may need to be provided to proof the living wage bonus was paid out in full to the 

workers, which may include:

 - Invoices between the Manufacturer and Buyer indicating the size of the total living wage bonus

 - The full list of Eligible Employees names who received the bonus in the past period(s) and the amount of  

    bonus each worker received

 - Copies of wage slips of workers, showing at minimum the name of the sender, the amount transferred,  

       the height of the living wage bonus and the date transferred

 - Bank transfers showing at minimum the name of the sender, the amount transferred, and the date 

    transferred

 - Interviewing workers (or former workers) on-site or off-site

 - Any grievances received from workers or pay-out irregularities found by Manufacturer

• For how many workers the verifier may request records (as a minimum and/ or maximum)

• Whether copies of the evidence may be made (confidentially)

9.3 Non-conformities arising from the verifications, as well as opportunities for improvement, will be 

addressed with the Manufacturer with priority given to the most critical issues. Given the case, an improvement and/

or remediation plan shall be agreed and subsequent reporting on the implementation progress shall follow. Buyer 

may determine that further verifications are required to confirm that the agreed remediation plan has been imple-

mented. The costs for such verification shall be borne by [Party or Parties].

10. Evaluation Phase

10.1 The Parties shall use Employee input and production data to review the Project at Factory, including the 

Bonus pay-out process, Employee Eligibility requirements and the amount set aside per New Product by Buyer to 

assess the continuation of the Project and the scale of the Living Wage Bonus (hereinafter referred to as the “Evalua-

tion Phase”). Senior managers from Buyer, and Manufacturer shall attend these evaluations which shall discuss top-

ics including, but not limited to: costs of living estimates, output per month or day on Buyer production lines, number 

of workers and the average wage level paid in the assembly department based on a forty (40) hour work week, as 

well Buyer’s financial contribution.

If the need arises, Buyer may decide to hold the Evaluation Phase at an earlier stage in order to address any 

outstanding issue that may arise and to ensure the Project meets its goal of driving quality of life for Employees 

and worker satisfaction and retention at Factory. 

10.2 The Evaluation Phase of this Agreement shall take in [month and year], and shall finish on [date] at 

the latest. 

10.3 Upon finalising the Evaluation Phase, the Parties may decide to extend the present Project the term of which 

shall be agreed by the Parties.

Note: any further agreements for evaluatiion of the living wage bonus may  be included here.
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11. Term and Termination

11.1 This Agreement is valid until the end of [Date] and shall automatically expire after this date.  

11.2 Each Party may terminate this Agreement at any time, without having to justify its decision, subject to giv-

ing notice of termination of [ ◊ ] during the term of the Agreement. 

Note: the notice period should be reasonable taken into account the type of services  and products that are being 

provided.

11.3 Without prejudice to the other rights and remedies, a Party may terminate the Agreement with immediate 

effect by giving [ ◊ ] notice to the other if: (i) the other Party breaches a material term of this Agreement and fails 

to cure such breach within [ ◊ ] days of the receipt of a notice requesting the cure from the other Party; (ii) the other 

Party materially breaches any term of this Agreement which is not capable of cure; (iii) the other Party dissolves or 

becomes insolvent. 

11.4 The Parties will indemnify each other for the damages caused by non-compliance with this Agreement.

11.5 For the avoidance of doubt, and in light of the principle of collaboration in good faith, the termination (for 

whatever reason) of the [Purchasing Agreement] signed by the Parties shall cause the immediate and automatic 

termination of this Agreement. 

12. Miscellaneous

12.1 This Agreement remains independent to any present or future projects that the Parties may commit to. The 

Project should however be read in conjunction with the [Purchasing Agreement] signed by the Parties.

12.2 To this extent, the clauses on [e.g. Intellectual Property, Governing Law, Confidentiality and Data Protection 

and Privacy] contained in the [Purchasing Agreement] shall be equally applicable to the present Agreement.

Note: this clause may be adjusted in the content of the purchasing Agreement between the Parties 

No variation of this Agreement shall be valid unless it is in writing and signed by or on behalf of each of the Parties.

wAgreed by all Parties and issued in duplicate.

Manufacturer     

 

Name:

Role:    

                                                            

Date:       

 

Buyer      

Name:

Role:    

                                                            

Date:       
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