ACT LABOUR
COSTING PROTOCOL
WHAT IS ACT AND WHO IS INVOLVED IN IT?
The ACT labour costing protocol provides guidance to brands for implementing the Purchasing Practices 1 commitment
to cover wages and wage growth in brand purchasing prices as outlined in the ACT Memorandum of Understanding.
The ACT labour costing protocol is based on three key pillars:
1. All ACT member brands agree to follow the Labour Costing Principles
2. The principles are operationalised through a variety of labour costing methodologies
3. ACT member brand labour costing is monitored through the ACT accountability and monitoring framework that
includes internal assessments, anonymous feedback from suppliers and a complaints mechanism for suppliers
and other stakeholders.

ACT LABOUR COSTING PRINCIPLES
1. The transformation of the global garment industry based on better wages requires changes in the current
business practices and investment in sustainable business relationships based inter alia on transparent and
fact-based price calculations. Brands recognise that a commitment to production countries and suppliers are a
key enabler for paying living wages.
2. All garment and footwear volume sourced is based on the ACT labour costing protocol. Brands accept responsibility
to ensure that labour cost have been calculated and to verify that the price paid allows the payment of wages
and all other labour costs, although the detailed costing may be performed by the supplier.
3. The labour costing will allow for all direct and indirect labour costs to be isolated and incorporated as a distinct
costing block in price negotiations.
4. Brands will conduct labour costings in line with predicted wage increases as soon as the information becomes
available or, where exact data is not available, the best estimate of an expected wage increase, and to incorporate
this into purchasing prices.
5. When other cost inputs (e.g. cost of fabric, energy costs, size of order) remain equal, wage increases will be
covered through higher purchasing prices.
6. Suppliers will not be expected to cover rising wage costs through unreasonable efficiency gains or reduced
margins. While brands and suppliers can work together to increases the efficiency1 of any particular purchase
order, brands will not impose unilateral expected efficiency2 improvements on the supplier. Indicative year on
year average efficiency improvements can be agreed in a fair and reasonable manner with suppliers and are
independent from negotiated or statutory wage increases.
7. Brands will contribute to efficiency improvements through better purchasing practices and training.
8. Brands will provide guidance to suppliers (manufacturers or intermediaries) on labour costing.
9. Brands will have an internal monitoring mechanism to track the application of ACT labour costing protocol
including the reflection of higher wages and other labour costs in purchasing prices.
1
2

Purchasing Practices Commitment 1: Brands commit that purchasing prices include wages as itemized cost’.
Buyer driven efficiency improvements include the size of order and the capacity utilisation driven by volatility in forecasting while supplier
driven improvements investment in industrial upgrading through training and technology as well as improvements in process efficiency. There
is obviously a limit to the expected efficiency improvements.
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