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The evolution of certain aspects of the American social contract has lagged behind that of other developed countries for decades, 

but the insecurity resulting from our lack of social protections has traditionally been offset by high employment levels, a stable 

middle class and widespread perceived opportunity for upward mobility.  The value of this trade-off has been undermined, 

though, by several trends.  First, wage growth for all but the highest earners began to stagnate, starting in the 1970s.  Second, 

even as income gains accrued to the wealthiest Americans, employers began to step back from responsibility for the retirement 

security and healthcare of workers.  Third, the American labor market is polarizing into low and high income jobs, with a 

decline of middle income jobs and the retirement and health benefits that accompanied them. 

 

The American social contract – our system of economic and social arrangements that supports Americans – embodies American 

reverence for hard work while discouraging public welfare benefits.  While this construct encourages work, it also obscures the 

important role workers play in helping each other, with government acting as the facilitator through policy and regulation.   

 

One bottleneck to the advancement of American thinking and advocacy in this area is the lack of a common foundation from 

which researchers and policymakers can quantify the social contract.  To address this gap, the New America Foundation’s Next 

Social Contract Initiative has adapted the International Labor Organization’s (ILO) Decent Work Agenda to the U.S. context.  

The Decent Work Agenda recognizes the central role of work to the well-being of all people, and focuses on policies and 

dialogue that support decent jobs.  Using the concept of ‘decent work’ enables government, employers, and workers to focus 

upon the key issues that must be addressed in order to restore a social contract that fulfills the promise of opportunity and 

prosperity for Americans.   

 

This paper examines how the concept of decent work applies to the United States, and how it can be used to reexamine our 

social contract.  Using the ILO’s work as a starting point, we establish a set of indicators that allows us to analyze, benchmark, 

and track the state of the American social contract, with the hope that this analysis can set the foundations for evaluating the role 

that our social contract should play in creating decent work for Americans.  First, we outline what the social contract and ‘decent 
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work’ mean in the U.S. context.  Then, we use the decent work concept to establish indicators to evaluate the state of our social 

contract.  Lastly, we put forth a brief overview of policy recommendations based upon the social contract indicators.   

 
How can Decent Work Help Us Modernize our Social Contract? 
In a seminal Next Social Contract Initiative monograph, Michael Lind and David McNamee argue that the social contract can be 

envisaged as an economic constitution that complements our political constitution.1  Indeed, the Next Social Contract Initiative 

identifies the American social contract not as the implicit social and political agreements proposed by Hobbes, Locke and 

Rousseau, but rather as an ever-changing system of economic and social arrangements that increase the well-being of citizens.  

As outlined by Lind and McNamee, these arrangements fall into five areas: 

 

1) Economic access:  access to prosperity that is promoted by policies that encourage diffusion, rather than concentration 

of wealth among hard-working Americans, such as access to property, credit, etc. 

2) Economic ability:  education and training provides skills and knowledge essential to workers. 

3) Economic security:  requires policies that support working Americans during economic downturns or periods of 

disability, including beginning and end of life. 

4) Economic liberty:  the right of free labor, as opposed to slavery, serfdom, or indentured servitude. 

5) Economic adequacy:  wages for workers should be adequate to support a minimally decent lifestyle without the need for 

reliance on public support or welfare. 

 

The stability of our political constitution is in many ways dependent upon the success of its implicit economic counterpart.  The 

social contract encompasses all of the economic and social policy underpinnings of our economy, which intimately impact the 

American workforce.  A government’s legitimacy depends upon its citizens’ willingness to accept that the system benefits them, 

and that support is most easily measured by the extent to which economic prosperity is broadly-shared.  

 

The Great Recession highlighted the frail state of our social contract for many Americans as they saw their current economic 

security (jobs) and retirement security (home values) swept away in one short period.  However, the weaknesses of our social 

contract are not the result of our recent downturn, but stem from longer-term structural problems.  These structural problems – 

weak social safety nets, inadequate retirement security, a tax system that disproportionately benefits the wealthy,2 an education 

system that is failing to adequately prepare our workforce,3 and incomes below a living wage – have undermined the American 

Dream: opportunity and the promise of a better future. 

 

Some scholars point toward the disconnect between wage and productivity growth to argue that the social contract has been 

“systematically dismantled” as a result of weakened union presence and deregulation of the financial sector.4  Others believe 

that the evolving nature of the social contract, in which layers are added or subtracted over time, has led to an “awkward and 

outdated” contract that merely needs renovation in light of technological advancements, demographic shifts – especially aging – 

and the pressures of globalization.5  Whatever the cause, changes are needed to adapt to current labor conditions in order to 

meet the needs of the modern American workforce. 

 

The Decent Work Agenda  
The International Labor Organization’s Decent Work Agenda can help us begin the process of renewal, revising our 

understanding of the role our social contract should play in our society and helping us evaluate the current state of our social 
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contract.  Government, employers, and workers can use decent work to focus upon the core issues that must be addressed in 

order for our social contract to work for Americans, fulfilling the promise of opportunity and prosperity for all. 

 
The Decent Work Agenda was introduced by ILO Director-General Juan Somavia in 1999 to solidify and refocus the goals of the 

International Labor Organization around global needs.  Indeed, Somavia stated that decent work “is the most widespread need, 

shared by people, families and communities in every society, at all levels of development.”6  With the understanding that 

markets do not operate in a vacuum independent of social and political influences, the concept of decent work encompasses four 

objectives:  creating employment opportunities, fundamental rights at work, social protection, and social dialogue.    

 

These four areas can form positive, virtuous circles if built together.  Fundamental rights and regulations at work provide the 

foundation for employment as well as economic and social development.  Employment opportunities provide income, dignity 

and self-fulfillment, a decent standard of living, and generate demand for goods and services.  Social protections, such as 

retirement security, unemployment insurance and access to healthcare, promote human security and civic inclusion, which in 

turn enable institutional reform.  Lastly, social dialogue, or consultation among government, employers, and workers, connects 

work (production) with compensation (income distribution) and gives all a voice in paths of economic development. 

 

The Decent Work Agenda highlights the ways decent work is central to well-being.  Indeed, creating decent work will fulfill the 

ILO’s core, or fundamental conventions for rights at work (Table 1).  Based on respect for these eight fundamental conventions, 

decent work is the foundation upon which all hardworking Americans can pursue individual success.  The economic, social, and 

political success of our country is, at its core, dependent upon the widespread accessibility of employment opportunities, 

fundamental rights, social protections, and social dialogue.  Without broad access to decent work, America will be the land of 

opportunity for only a lucky few.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 
The Integration of the Decent Work Agenda and the American Social Contract 
Although the Great Recession and the jobless recovery have highlighted longstanding weaknesses within our social contract, the 

Decent Work Agenda can help us structure our thinking about changes that can be made to strengthen our economic 

constitution in both the short- and long-term (summarized in Table 2).   

 

Table 1.  ILO Fundamental Conventions 

from the 1998 Declaration of Fundamental Principles and Rights at Work 

 Convention No. 29 on Forced Labor 

 Convention No. 87 on Freedom of Association and Protection of the Right to Organize 

 Convention No. 98 on the Right to Organize and Collective Bargaining 

 Convention No. 100 on Equal Remuneration 

 Convention No. 105 on the Abolition of Forced Labor 

 Convention No. 111 on Discrimination (Employment and Occupation) 

 Convention No. 138 on the Minimum Age for Admission to Employment 

 Convention No. 182 on the Worst Forms of Child Labor 
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First and foremost, Americans need more jobs and better jobs.  An economy that creates jobs requires a policy environment that 

supports innovation and entrepreneurship, primarily through the widespread availability of quality education and training.  A 

highly educated workforce must also have access to property, credit, savings instruments and other policies that create broad 

access to the building blocks of economic prosperity. 

 

Second, Americans must work in environments that respect their basic rights.  This includes rights to choose their work (as 

opposed to forced or coerced labor), to work in physically safe work environments, and to organize to voice their needs and 

bargain collectively.  There are two sides to guaranteeing fundamental rights: creating the legal framework and enforcing the 

laws.  Enforcement of labor protections – extensive, ongoing, and effective enforcement – is key to guaranteeing workers’ rights. 

 

Third, all Americans should have access to, or be able to afford, basic social protections.  We currently have a multiple-tier labor 

market in which only some workers have access to social safety nets like unemployment insurance, or other basics like 

healthcare, paid leave or retirement security (which are largely employer-sponsored benefits in the U.S.).  This is detrimental to 

basic human security, social inclusion, and the American value of equality of opportunity. 

 

Fourth, social dialogue – dialogue between workers, employers, and governments – establishes connections between work, 

legislation affecting workers, and workers’ compensation, and is therefore integral to the creation and implementation of 

workers’ rights.  Freedom of association and collective bargaining are necessary but insufficient steps toward creating this 

feedback loop; social dialogue means governments and employers come together to support an environment responsive to the 

needs of workers.  Through education of the workforce, collective bargaining, and lobbying, social dialogue can drive policies 

that promote labor rights, living wages and basic benefits for all workers.  
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Table 2.  The Integration of the Decent Work Agenda and the American Social Contract 

ILO Decent Work Agenda American Social Contract Decent work in America:  Joint values, 
joint goals in the modern American 
social contract 

   

Creating jobs:  an economy 
that generates opportunities 
for investment, 
entrepreneurship, skills 
development, job creation and 
sustainable livelihoods. 

Economic access:  access to 
prosperity that is promoted by 
policies that encourage 
distribution, rather than 
concentration of wealth among 
hard-working Americans, such 
as access to property, credit, 
etc. 
 
Economic ability:  education 
provides skills and knowledge 
essential to workers. 

An economy that creates jobs requires 
a policy environment that supports 
innovation and entrepreneurship, and 
supports skills development through 
access to education and training. 

Guaranteeing rights at work:  
laws that recognize and 
respect rights of workers, 
including representation and 
participation. 

Economic liberty:  the right of 
free labor, as opposed to 
slavery, serfdom, or indentured 
servitude. 

Rights of labor include safe work 
environments, enforcement of labor 
protections, and the ability to organize 
and bargain collectively. 

Extending social protection:  
to promote both inclusion and 
productivity by ensuring that 
women and men enjoy 
working conditions that are 
safe, allow adequate free time 
and rest, take into account 
family and social values, 
provide for adequate 
compensation in case of lost 
or reduced income and permit 
access to adequate healthcare. 

Economic security:  requires 
policies that support working 
Americans during economic 
downturns or periods of 
disability, including beginning 
and end of life. 

Social protections and economic 
security must support all citizens, 
especially during temporary periods of 
hardship, and promote societal values 
of right to life, liberty, and the pursuit 
of happiness.  This includes social 
security, unemployment insurance, 
access to healthcare, and effective 
enforcement of labor protections and 
standards. 

Promoting social dialogue:  
involving strong and 
independent workers’ and 
employers' organizations is 
central to increasing 
productivity, avoiding disputes 
at work, and building cohesive 
societies. 
 

Economic adequacy:  wages for 
workers should be adequate to 
support a minimally decent 
lifestyle without the need for 
reliance on public support or 
welfare. 
 
Economic access:  access to 
prosperity that is promoted by 
policies that encourage 
distribution, rather than 
concentration of wealth among 
hard-working Americans. 

Social dialogue promotes economic 
adequacy (ensure living wages and 
basic benefits) and can drive policies 
that promote economic access for all 
workers through collective bargaining 
with employers and government. 

Sources:  International Labor Organization; Lind & McNamee, 2008; Author’s analysis. 
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Social Contract Indicators:  Creating Jobs 

1) Jobs deficit  

2) Unemployment by demographic group 

3) International comparison of unemployment rates 

4) College degree worker demand versus supply 

5) Occupational employment shares by skill, U.S.-only and 

international comparison 

6) U.S. occupational growth projections by skill level 

 

Evaluating our Social Contract:  Social Contract Indicators 
An American social contract informed by the Decent Work Agenda will help policymakers focus on issues critical to supporting 

a prosperous economy and society:  job creation, labor rights, social protections, and social dialogue.  This paper uses the decent 

work framework to establish key indicators against which we may evaluate the state of our social contract.  What follows is an 

analysis of U.S. performance along these four issue areas, building upon decent work indicators developed by the International 

Labor Organization over the past decade.7  The indicators, drawn from a variety of data sources, could be benchmarked from 

1980s levels or simply tracked and used as indicators of the strength of the American social contract.  A list of these indicators is 

available in Appendix B, and all graphs are available in Appendix C. 

 
1.  Creating Jobs 

 

The U.S. economy has traditionally been a strong engine of 

job creation, but our jobs machine may be broken.  In the 

wake of the Great Recession and jobless recovery, the U.S. 

economy has been unable to create enough jobs to keep up 

with regular growth in the workforce, much less recover from 

the 8.66 million jobs lost during 2008 and 2009.8  The U.S. 

jobs deficit, or the difference between the effectively 

unemployed and job openings, is currently 20.9 million jobs (Figure 1).9  That is, even if all job openings were filled, there 

would still be almost 21 million unemployed workers. 

 

Certain groups have historically had high unemployment rates even during periods of growth, and the Great Recession has 

exacerbated this situation.  African Americans and those of Hispanic descent have respective unemployment rates 7.1 and 2.8 

percentage points higher than the U.S. average unemployment rate of 9.1 percent: a difference not wholly explained by 

differences in skill or education levels (Figure 2).10  While those with a college degree or higher enjoy what is considered by 

economists to be full employment (around 4 percent unemployment), 14.7 percent of those with less than a high school 

education are unemployed.  So many Americans are doing poorly that U.S. unemployment rates – traditionally lower than those 

of many European countries – are now higher than those of almost all other wealthy countries (Figure 3).11   

 

In the longer term, the supply of workers with college degrees has not kept pace with demand (Figure 4), leading to sharp 

increases in wages of the highly educated.12  The Great Recession may have altered this trend for some workers with bachelor 

degrees:  one in five college-educated workers is in a job that does not require a college degree.13  These two trends – increasing 

returns to education and widespread job-skill mismatch – may seem contradictory at first, but are simply a result of examining 

average outcomes.  When examined more closely, the benefits of a college degree in terms of wage increases and employment 

are greater for specific majors:  petroleum engineering majors enjoy a median income of $120,000 per year – 3.4 times the 

median U.S. annual salary of $35,285 in 2010 – while, at $29,000, counseling psychology majors earn $6,000 less than U.S. 

median annual wages.14  In terms of employment, geological engineering majors enjoy a 100 percent employment rate, while 

social psychology majors suffer a 16 percent unemployment rate – well above the 4.5 percent average unemployment rate for 

workers with college degrees and higher than that of high school dropouts.15 
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Social Contract Indicators:  Guaranteeing Rights at Work 

1) Percent of workforce covered by basic labor legislation 

(contingent workers) 

2) Percent of workforce covered by basic labor legislation, 

international comparison (not available) 

3) Contingent worker earnings versus those of traditional 

employees 

4) Women as a percentage of labor force and percentage of 

low earners, international comparison 

5) Workplace violation rates, international comparisons 

(not available) 

6) Enforcement statistics, international comparison (not 

available) 

7) Tracking capacity of U.S. Wage and Hour Division 

 

Even more worrisome for the long-term health of the American economy is the trend of declining middle skill, middle wage 

jobs in the U.S., or the trend of polarization (Figure 5).16  This fall out of middle wage jobs, at least since the early 1990s, has 

occurred across virtually all wealthy OECD countries (Figure 6).17  In the United States, the trend of declining middle skill jobs – 

defined as jobs requiring an associate degree or postsecondary vocational award18 – seems likely to persist in the near future.  

Projected 2008 – 2018 job growth is concentrated in low and high skill occupations:  53 percent of projected growth will be in 

low skill jobs, 31 percent in high skill jobs, and only 15 percent in middle skill jobs (Figure 7).19 

 

2.  Guaranteeing Rights at Work 

 

Surprisingly, the U.S. performs poorly on guaranteeing 

rights at work.  There are two sides to guaranteeing 

fundamental rights: creating the legal framework and 

enforcing the laws.  The U.S. could perform better on both 

indicators. 

 

Legal Framework 

An estimated 31 percent of the workforce is excluded from 

coverage of some basic labor standards:  the U.S. legal 

framework excludes independent contractors and the self-

employed (12 percent of the labor force) and has serious gaps 

in coverage for a further 19 percent of the workforce.20  The 

U.S. Fair Labor Standards Act, the Family and Medical Leave Act, and the Employee Retirement Income Security Act only cover 

those workers classified as “employees,” broadly defined as a worker being economically dependent upon the business the 

employee serves.21  Workers falling outside of this classification are contingent workers, or those without an implicit or explicit 

contract for ongoing employment.i  Standard part-time workers are the largest segment of the contingent workforce (Figure 8).  

If the most recent (2005) estimate by the Bureau of Labor Statistics is still accurate, and contingent workers still represent 31 

percent of the American workforce, 47.56 million workers are not covered by basic labor protections in 2011.22  A full time 

contingent worker earns, on average, 46 percent less per week than full time workers with traditional employment 

arrangements (Figure 9).23   

 

Almost one in three workers in the U.S. is inadequately covered by basic labor standards, not to mention their lack of access to 

social insurance or employer-sponsored health and retirement benefits.  A full list of laws excluding contingent workers in the 

U.S. is available in Appendix A.  Unfortunately, there are currently no internationally comparative data available estimating the 

percentage of a country’s workforce covered by basic labor legislation.ii   

 

                                                           
i The U.S. Government Accountability Office defines eight categories of contingent workers:  agency temporary workers (temps), 

direct-hire temps, on-call workers, day laborers, contract company workers, independent contractors, self-employed workers, and 

standard part-time workers. 

ii This is an area requiring further research, and the International Labor Organization or OECD would be well-placed to develop 

an indicator by which countries can easily compare their progress in this area so critical to workforce protection.   
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Social Contract Indicators:  Extending Social Protection 

1) Retirement security indicators:  social security 

replacement rates by income level 

2) International comparisons of pension replacement rates 

3) Access to healthcare, international comparison 

4) Health expenditure per capita, international comparison 

5) Access to paid leave: family leave, sick leave, disability. 

6) Unemployment Insurance coverage, U.S.-only and 

international comparison  

 

Lower income workers are, in turn, more susceptible to rights violations.  No comprehensive U.S. data is available regarding the 

percentage of workers experiencing labor violations, but a landmark study of urban low-income workers estimated that one in 

four experience wage violations in any given year, losing an average of 15 percent of their annual earnings as a result.24   

 

Enforcement  

The U.S. Department of Labor’s Wage and Hour Division (WHD) is responsible for enforcing much of our basic labor 

legislation, such as the Fair Labor Standards Act and the Family and Medical Leave Act.25  The enforcement system primarily 

depends upon complaints, instead of audits, to trigger labor law enforcement:  about 80 percent of WHD inspections are driven 

by complaints.26  However, there is massive divergence between instances of worker complaints versus employer compliance 

with workplace legislation – especially in unskilled and low-wage sectors – and this is among employees covered by U.S. labor 

laws, which does not include many home care workers, illegal immigrants, and other vulnerable low-wage and contingent 

workers.27   

 

In addition to passive enforcement, the WHD faces declining capacity.  The Government Accountability Office reports that from 

1997-2007, enforcement actions decreased by more than a third, partially due to a decrease in staffing by more than 20 percent 

in the same period (Figure 10).28  This is just the tail end of a several-decade decline in enforcement of basic labor rights in the 

U.S.  The Brennan Center for Justice estimates that from 1975 to 2004, while the number of workers covered by basic legislation 

increased by 55 percent, the number of compliance actions decreased by 36 percent and the number of investigators decreased 

by 14 percent.29 

 

3.  Extending Social Protection 

 

Social protections include retirement security, access to 

healthcare, and safety nets such as unemployment insurance 

and paid leave.  The U.S. currently has a multiple-tier labor 

market in which only some workers have access to these 

protections, depending upon their employer and socio-

economic status, and social protection coverage is therefore 

uneven.   

 

Adding to these concerns are recent studies that find increasing instability in household incomes since the 1970s in the U.S., 

especially among low and middle income households, which increases the need for safety nets to stabilize not only individual 

incomes, but also consumer demand.30 

 

Retirement Security 

In the U.S., 60 percent of low-income households and almost 50 percent of middle income households are at risk of having 

insufficient income in retirement.31  Only 34 percent of Americans over 65 have pension income from private pensions, such as 

401(k)s, etc.  Just over half have access to asset income (primarily through home ownership, which was depleted with the burst 

housing bubble).  Almost all – 86 percent – of those over 65 have access to Social Security income.32  However, Social Security 

replaces only about 40 percent of pre-retirement income, compared to the recommended 70 to 80 percent replacement rate 
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Social Contract Indicators:  Promoting Social Dialogue 

1) Inequality in the U.S., international comparison 

2) Wages and productivity relationship, U.S. 

3) U.S. wage growth by education 

4) Percentage of workers with private pensions, by type 

5) Minimum wage relative to median wage, international 

comparison 

6) Union membership coverage, international 

comparisons 

7) Percentage of workforce covered by collective bargaining 

agreements, international comparison 

 

needed to maintain pre-retirement standards of living (Figure 11).33  In contrast, public benefits in OECD countries replace an 

average of about 60 percent of pre-retirement income (Figure 12).34   

 

Health Insurance 

The U.S. is the only industrialized nation in the world without universal primary healthcare (Figure 13).  In 2009, 50.7 million 

Americans – 16.7 percent of the population – did not have health insurance.35  Americans also spend over two and a half times 

more than the OECD average on health services (per capita) due to higher costs, without guaranteed access to healthcare (Figure 

14).  In terms of government spending, OECD country governments spend 35 percent less per capita than the U.S. government 

and provide universal primary healthcare.  In fact, the U.S. government spends $1,126 more per capita on health care than the 

OECD average, only spending less than the governments of Norway and Luxembourg, both of which provide universal 

coverage.36 

 

Access to Paid Leave 

The U.S. is the only developed country with no federally mandated paid leave for workers.  The U.S. Family and Medical Leave 

Act (FMLA) of 1993 allows covered employees to take up to 12 weeks of unpaid, job-protected leave per year for pregnancy 

complications, caring for a new biological or adopted child, caring for a seriously ill immediate family member (including 

spouses, children, or parents), and as medical leave for themselves.37  However, almost half of the American workforce is not 

covered, with even lower coverage rates for low-income workers.38  In contrast, the Work, Family and Equity Index finds that 169 

of 173 countries studied offer paid maternity leave, and 98 countries offer at least 14 weeks of paid leave (Figure 15).39   

 

Unemployment Insurance 

Although gaps in U.S. Unemployment Insurance (UI) coverage exist at all times, the Great Recession has highlighted how 

critical this hole in the safety net is for unemployed workers and maintaining demand in the economy.  The gaps are partly due 

to the exclusion of many part-time and low-income workers from the American UI system.40  Currently, 16.25 million under- 

and unemployed American workers are not receiving UI benefits to help them smooth their consumption and incomes, 

contributing to defaults on mortgages and other debt during their unemployment (Figure 16).41  Indeed, the U.S. is on the low 

end of UI coverage when compared with other developed countries, with just over 40 percent of the unemployed population 

covered by Unemployment Insurance (Figure 17).42 

 

4.  Promoting Social Dialogue 

 

Social dialogue can boost wages and help ensure that the 

connection between productivity, economic trends, and 

worker compensation remains flexible and responsive to the 

needs of the labor force.43  The presence of an advocate in 

the workplace, traditionally a union, can give a voice to the 

vulnerable, making low-skill and contingent workers more 

likely to exercise their rights.44  One driver of social 

dialogue, unions, push wages up while decreasing wage 

dispersion (inequality), resulting in more equitable 
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growth.45  However, given America’s low unionization rates, we use a number of additional indicators to evaluate the state of 

social dialogue in the U.S. 

 

The effectiveness of social dialogue and the bargaining power of workers can be roughly measured by trends in earnings 

inequality, as effective social dialogue will support policies that spread, rather than concentrate, gains from economic growth.46  

Inequality in the U.S. has trended upward since the 1970s (Figure 18).  In 1970, the top ten percent of earners took home 32.6 

percent of the total U.S. income share (including capital gains), but in 2008, this group took home nearly half – 48.2 percent – 

of all income.  The top one percent of earners more than doubled their income share, from 9 percent in 1970 to 21 percent in 

2008.47  Indeed, the United States has the highest level of inequality among wealthy OECD countries (Figure 19).48 

Another way to evaluate the existence and effectiveness of social dialogue is to monitor the relationship between wages and 

productivity, with the assumption that strong social dialogue and adequate labor power will reinforce the relationship between 

wages and productivity.49  Wages and productivity (measured as output per hour) in the U.S. have diverged since the 1980s 

(Figure 20).50  Specifically, workers with less education have fallen behind:  workers with high school degrees earned an average 

of $50 less per week in 2009 than they did in 1970 (Figure 21).51 

 

The divergence between wages and productivity in the 1980s coincided with the shift of retirement risk from employers to 

workers.  The percentage of workers with stable defined benefit pensions – which guarantee a specific monthly payment in 

retirement – declined radically as employers moved towards defined contribution pensions (401(k)s), which do not provide a 

guaranteed income level in retirement (Figure 22).  

The level of social protection provided by wage floors is another indicator of the strength of social dialogue.  The U.S. federal 

wage floor (minimum wage) is at the very low end of wealthy countries: the U.S. minimum wage is 37 percent of the median 

U.S. wage, while the OECD average is 30 percent higher, at 47.8 percent of median wages (Figure 23).52  This is perhaps due to 

the fact that raising the U.S. federal minimum wage is dependent upon congressional approval, and therefore political whim, 

rather than an automatic indexation to productivity, inflation, or consumer prices. 

 

Finally, social dialogue is dependent upon the capacity of workers to organize and speak with one voice.  However, the U.S. has 

relatively low levels of trade union coverage (Figure 24) and extremely low levels of collective bargaining agreement coverage 

(Figure 25).  While an average of 66 percent of workers in European countries are covered by some collective bargaining 

agreement (which does not necessarily mean that they belong to a union), in the U.S., only 13.7 percent of workers enjoy the 

benefits and protections of a collective bargaining agreement.53 

 

Using Decent Work to Evaluate Our Social Contract: Policy Priorities 
Tracking these indicators and establishing concrete benchmarks for decent work is just a first step.  A focus on decent work can 

strengthen the American social contract only if we pursue policies that create jobs, guarantee rights, provide social protections, 

and promote social dialogue.  The indicators above allow us to highlight some policy recommendations that can help modernize 

our social contract.  This is not intended as an exhaustive list, but rather as a brief survey of policy options that are first steps 

towards creating access to opportunity, and making work work for Americans. 
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Creating Jobs 

With unacceptably high unemployment levels, 20 percent of college-educated workers in jobs that do not require a college 

degree, and a fall-out of middle wage jobs, the need for a comprehensive decent work agenda is clearer than ever.  Investment in 

education and the American workforce – from pre-kindergarten to college preparation in STEM subjects (science, technology, 

engineering and math) to retraining programs for adult workers – is a vital component of longer-term job creation policies.  

Collaborations between employers and education institutions to produce qualified workers must be actively encouraged by 

federal, state and local governments.  

 

In the shorter term, policymakers can utilize demand-side policies that create good jobs while supporting workforce transitions 

into growing industries.  For example, service vouchers may be used to support demand for essential services, such as home 

health assistance for the elderly or child care for working parents.54  In the same way that other wealthy countries manage the 

costs of public goods like healthcare through negotiation of prices, the U.S. could use price controls and negotiations in order to 

stem skyrocketing health costs, similar to the current regulation of utilities in the U.S.55  Infrastructure investment will create 

jobs, and is a necessary but insufficient basis for a strong economy.56  Lastly, based on the principle that all Americans have the 

right to work that enables them to be self-sufficient without dependence upon government welfare, we need a wage floor that 

ensures that all jobs provide something close to a minimum living wage, keeping workers above the poverty level.57 

 

Guaranteeing Rights at Work 

Too many workers in the U.S. are not covered by our most basic labor legislation.  We first need to modernize our legal 

framework to broaden coverage to the one in three workers who are not currently protected by the Fair Labor Standards Act and 

other basic legislation.  At the same time, legislative reform is necessary to tackle the issue of illegal workers, who are vulnerable 

to exploitation.  This includes both harsher penalties for employers of illegal workers and strict enforcement of these laws.58  

The decline in union representation and industry-level bargaining can also be addressed through legislation providing more 

expansive protections to workers who attempt to organize and bargain collectively, and the criminalization of employer attempts 

to undermine these basic rights. 

 

Although improved legislation should in itself help to reduce workplace violation rates and differences in earnings for non-

traditional employees, enforcement is critical.  The Wage and Hour Division and other enforcement agencies must be 

encouraged to provide enforcement proactively, rather than reactively, which may require reversing the decline in their capacity 

and budget.  The process by which investigations are initiated should specifically be proactive in targeting vulnerable workers in 

problem industries.59   

 

Extending Social Protection 

If the above issues regarding broadening coverage of labor rights are resolved, social protection would still be uneven and 

inadequate in the U.S., largely because much of it is tied to individual employers.  This is bad for both workers and our 

economy, as it results in inefficient labor allocation when workers stay in jobs for access to benefits despite skill mismatches.  

The social contract can be strengthened by separating social supports from specific employers or jobs and making them citizen-

based and portable, like Social Security.  This ensures coverage of workers without traditional employer-employee relationships.  

Paid leave (including paid sick leave and disability, caregiving, and parental leave,60) unemployment insurance, and healthcare 

should all be delivered through federal social insurance systems whereby all contribute and all benefit.  Social Security could be 



 

 
 
new america foundation  page  12  

 

strengthened by lifting the payroll cap and increasing benefits to bring replacement rates up to at least OECD averages, helping 

workers close the retirement security gap  

 

Promoting Social Dialogue 

The U.S. has seen a dramatic decline in union representation relative to other developed countries.  Workers need a unified 

voice in order for tripartite (government-employers-workers) social dialogue to occur.  Healthy social dialogue is critical to 

addressing issues like the disconnect between wages and productivity, wage stagnation in the face of soaring corporate profits, 

skill mismatches, labor protections and enforcement of labor rights, and the decline of employer-sponsored benefits, which has 

pushed risks onto workers.  Along with unionization and sectoral- or industry-level negotiations, the concept of ‘shared 

capitalism’ may also help mend the relationship between compensation and productivity.   Shared capitalism, which directly 

links employee earnings to actual firm performance through employee ownership, stock options, and profit-sharing, may 

improve firm performance, reduce turnover, and improve employment stability.61  

 
Conclusion 

We know that work is a central component of the American Dream of opportunity.  Yet when examined more closely, we see 

that it is really decent work that is fundamental to making the American Dream accessible for all.  The American social contract 

– our ever-changing economic constitution – forms the foundation upon which employment is built.  Our social contract is 

outdated and ill-suited to the needs of much of the workforce, which lacks basic labor protections, social safety nets, 

representation, and, in the wake of the Great Recession, even jobs.  As explored in this paper, the International Labor 

Organization’s decent work framework can help us establish a common foundation from which we may quantify and analyze 

the state of our social contract, rethink its role in providing access to opportunity, and evaluate our policy options.  In order for 

our social contract to remain relevant for today’s workforce, we must revise and renew it, and the Decent Work Agenda can help 

in this endeavor. 
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Appendix B:  List of U.S. Decent Work/Social Contract Indicators 

 

Creating Jobs 

1) Jobs deficit  

2) Unemployment by demographic group 

3) International comparison of unemployment rates 

4) College degree worker demand versus supply 

5) Occupational employment shares by skill, U.S.-only and international comparison 

6) U.S. occupational growth projections by skill level 

 

Guaranteeing Rights at Work 

1) Percent of workforce covered by basic labor legislation (contingent workers) 

2) Percent of workforce covered by basic labor legislation, international comparison (not available) 

3) Contingent worker earnings versus those of traditional employees 

4) Women as a percentage of labor force and percentage of low earners, international comparison 

5) Workplace violation rates, international comparisons (not available) 

6) Enforcement statistics, international comparison (not available) 

7) Tracking capacity of U.S. Wage and Hour Division 

 

Extending Social Protection 

1) Retirement security indicators:  social security replacement rates by income level 

2) International comparisons of pension replacement rates 

3) Access to healthcare, international comparison 

4) Health expenditure per capita, international comparison 

5) Access to paid leave: family leave, sick leave, disability 

 

Promoting Social Dialogue 

1) Inequality in the U.S., international comparison 

2) Wages and productivity relationship, U.S. 

3) U.S. wage growth by education 

4) Percentage of workers with private pensions, by type 

5) Minimum wage relative to median wage, international comparison 

6) Union membership coverage, international comparisons 

7) Percentage of workforce covered by collective bargaining agreements, international comparison 
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