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Linked to MPS-SQ requirement on wages 2.6.4 of MPS-SQ v10.1/11

In 2023, in version 10 of MPS-SQ the World Bank Extreme Poverty Line was introduced to growers to
pay wages above the absolute minimum. The WB updated the Global Poverty Line to $2.15/day in
September 2022. Since then, the interpretation in MPS-SQ was not clear on what this would mean in
different countries in the local currency.

MPS decided to align the calculation of this absolute minimum, or so-called Floor Wage, with Fairtrade.
This is to create a level playing field in the sector and to create clarity for clients on what can be expected.
This document seeks to give clarity on how the MPS Floor Wage is calculated and how it translates to
values for the countries affected.

Updates of the Global Poverty Line!

Global Poverty Lines are periodically updated by the World Bank (WB) to reflect changes in economic
conditions, such as inflation and shifts in the cost of living. Most recently, in June 2025, the World Bank
raised the Global Poverty Line to $3.00 per day. Because the difference between the two poverty lines
represents an increase of nearly 40%, MPS will adopt a phased approach to ensure a smooth transition,
with the first increase in the MPS Floor Wage taking effect in August 2026 as it begins aligning with the
updated poverty line.

Purchasing power parity

Along with the dollar value of the poverty line, Purchasing Power Parity (PPP) is a key factor in
determining MPS Floor Wage. PPP rates adjust for differences in cost of living and price levels across
countries, allowing a more accurate comparison of wages and economic conditions.

The World Bank regularly updates PPP rates for private consumption, which can be accessed through
this link. In instances where the PPP rate decreases compared to the previous year, MPS freezes the PPP
rate to ensure that wages do not decrease. To keep the PPP aligned with current economic conditions,

" More information about the Global Poverty Line adjustments can be found here for 2022 and here for 2025.
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https://www.worldbank.org/en/news/factsheet/2022/05/02/fact-sheet-an-adjustment-to-global-poverty-lines
https://data.worldbank.org/indicator/PA.NUS.PRVT.PP
https://www.worldbank.org/en/news/factsheet/2022/05/02/fact-sheet-an-adjustment-to-global-poverty-lines
https://www.worldbank.org/en/news/factsheet/2025/06/05/june-2025-update-to-global-poverty-lines
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MPS adjusts the latest available rate using the IMF's estimated rate of inflation for the current year?, as
shown below:

[latest available PPP for private consumption X (1 + inflation rate in the country)]

djusted PPP =
adjuste (1 + US inflation rate)

MPS Floor Wage calculation
The general formula is as follows:

(adjusted PPP x global poverty line x 30.4 X number of family members)

I =
floorwage number of breadwinners per family

The calculations for selected countries are shown in Table 1. The MPS Floor Wage applies only to the
basic wage, in-kind benefits cannot be included.

Table 1: MPS Floor Wages in local currency for 2026 and preliminary 2027 estimates? for selected

countries.

Country | PPP for WB Days/ No. of No. of Floor Floor Local
private poverty month** family bread- Wage Wage currency
consumption* line members winners¥ | 2026 20273

($ per ¥
day)

Ethiopia | 26.96 x | 3.00 x| 304 x| 5.0 /| 1.65 6,395 7,450 Birr

Kenya 50.25 x | 3.00 x| 304 x| 5.0 /| 1.69 11,638 | 13,559 | Ksh

Rwanda | 376.53 x | 3.00 x| 304 x| 5.0 /] 1.65 87.190 | 101.581 | RWF

Sri 94.30 x | 3.00 x| 304 x| 4.5 /| 176 18,874 | 21,989 | Rupee

Lanka #

Tanzania | 843.16 x | 3.00 x| 304 x |50 /] 1.69 195.274 | 227,504 | Tsh

Uganda | 1,339.64 x | 3.00 x| 304 x| 5.0 /| 178 294,751 | 343,189 | Ush

Zambia | 8.41 x | 3.00 x| 304 x| 6.0 /| 1.76 2,245 2,615 ZMW

** Number of days per month (365 /12).

¥ Values available in living wage country reports and reference values published by the Global Living Wage Coalition.
* For Sri Lanka, the annual average consumer price inflation rate published by the Sri Lankan Department of Census
and Statistics was used, as no IMF inflation data was available.

To support companies in adapting to this substantial change, a phased implementation approach has
been established:
e By 1 August 2026: Companies are expected to implement half of the required increase in
MPS Floor Wages as presented in Table 1 above.

2 The rate of inflation represents the percent change in the average consumer price index (CPI), as published in IMF's October
2025 World Economic Outlook.
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https://www.globallivingwage.org/
https://www.statistics.gov.lk/InflationAndPrices/StaticalInformation/MonthlyCCPI/
https://www.imf.org/external/datamapper/PCPIPCH@WEO/
https://www.imf.org/external/datamapper/PCPIPCH@WEO/
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e By 1March 2027: Companies are expected to implement the full increase in MPS Floor Wages?.
e Cash allowances: The exclusion of cash allowances from the MPS Floor Wage calculation, applies
as of 28 February 2027.

This phased approach is designed to mitigate the financial impact on companies, particularly in regions
such as Kenya, where mandatory cash allowances under collective bargaining agreements already make
up a significant portion of workers’ wages.

Change history
16 February 2026 Third version
Update of calculations of Rwanda/Tanzania/Zambia
16 December 2025 Second version

Publication of Floor Wage 2026

Global Poverty Line updated to $3/day in line with the World Bank.
Announcement of exclusion of cash allowances.

26 March 2025 First version

Explanatory document on introduction of MPS Floor Wage 2025 and how
to calculate it for the selected countries.

3 The actual floor wage figure for 2027 will be published by November 2026, once the 2027 calculations are finalised.
For the Floor Wage publication of Zimbabwe for 2027 further research will be done in 2026.
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