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Preface

The global crisis has had significant negative repercussions for labour markets in many
parts of the world, and recovery is proving uncertain and elusive. At the global level,
average wages have grown but at lower rates than before the crisis. However this
Global Wage Report 2012/13 shows that the impact of the crisis on wages was far from
uniform.

In developed economies, the crisis led to a “double dip” in wages: real average
wages fell in 2008 and again in 2011, and the current outlook suggests that in many of
these countries wages are growing marginally, if at all, in 2012.

In emerging regions, wage growth has generally been more resilient, with strong
growth in Asia and more modest but still positive trends in Africa, Latin America and
the Caribbean.

In Eastern Europe and Central Asiathe crisis led to falling wagesin 2009, with a
return to positive but relatively lower wage growth since then.

Taking alonger view, the report estimates that real monthly average wages almost
doubled in Asia between 2000 and 2011, and increased by 18 per cent in Africa, 15 per
cent in Latin America and the Caribbean, and 5 per cent in developed economies. In
Eastern Europe and Central Asiawages nearly tripled, but from avery low base follow-
ing the economic collapse of the 1990s. In the Middle East, the availability of wage
data is limited. What evidence is available indicates that low productivity and weak
institutions have kept wages stagnant over the last decade.

This Global Wage Report presents data on trends in wages around the world and
compares them with trends in labour productivity, analysing their complex effects on
the global economy with a view to shedding some light on the current debates over
distribution, competitiveness and labour costs. When wages risein line with productiv-
ity increasesthey are both sustainable and create astimulusfor further economic growth
by increasing households’ purchasing power. However for a decade or more before the
crisis, the link between wages and labour productivity was broken in many countries
and this contributed to the creation of global economic imbalances. The report shows
that since the 1980s a magjority of countries have experienced a downward trend in the
“labour income share”, which means that a lower share of national income has gone
into labour compensation and a higher share into capital incomes. This has happened
most frequently where wages have stagnated but also in some countries where real
wages have grown strongly. On a social and political level this trend risks creating
perceptions that workers and their families are not receiving their fair share of the
wealth they create. On an economic level, it could endanger the pace and sustainability
of future economic growth by constraining wage-based household consumption. This
is particularly true where the eraof debt-based consumption has now led to an extended
period in which households must pay off earlier debts.

At the global level, while some countries can run a trade surplus or export their
way out of recession, this must come at the expense of deficits in importing countries
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and relocation of jobs. To avoid beggar-thy-nei ghbour competition, the path to sustained
and balanced economic growth must come through increased domestic consumptionin
surplus countries, based on wages that grow in line with productivity. International
coordination can contribute to achieving equitable outcomes that benefit all countries.

Many countries in the world are trying to address these challenges, often by
implementing innovative policies. | hope this Global Wage Report will help them and
will stimulate fresh thinking on issues which today stand at the centre of international
decision-making.

6;7 %ﬁ,

Guy Ryder
ILO Director-General
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