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The core idea is social inclusion: if people’s earnings fall too far below the 
average, then in some important sense they are not part of society. They lack 
the resources to fully participate, and they are distanced from the ordinary 
experience of their fellow citizens. It turns out that many Americans share 
this view about what it takes to be a full participant in society. A recent re-
view of the literature on job quality summarizes public opinion poll data by 
saying that Americans think the minimum wage is a wage that enables a fam-
ily to “get by.”11 And in these polls respondents peg “getting by” at a level 
between 60 percent and 70 percent of the median.

Understanding what it means to fall below the poverty line is straightfor-
ward, but the below-two-thirds-of-the-median criterion may be confusing. 
To clarify the logic, consider the two graphs in figure 1.1, each of which 

Figure 1.1  Two Distributions of Hourly Earnings
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Introduction 7

a good deal higher than the wage standard that we employ here. The fact that 
the number of people in low-wage jobs is so high even using our conservative 
standard makes the case all the more compelling.

Returning to the standard that we use, who are the people whose earnings 
put them in the low-wage group, and where do they work? Table 1.1 provides 
some initial clues using, for simplicity of presentation, just one of the two 
possible standards.

It is not surprising to learn that women and nonwhites face a higher 
chance of holding a below-standard job (where “below-standard” means fall-
ing below our wage cutoff), since these are the groups that have long faced 
difficulty in obtaining the best jobs, at least in part because of differential 
treatment. Despite considerable progress, women’s wages continue to lag be-
hind those of men, and occupational segregation is pervasive.12 With respect 
to race, there is evidence that even in the low-wage labor market racial dis-
crimination remains a challenge.13 All of this being said, it is also worth not-
ing that over half of all low-wage workers are white and that 40 percent are 
men. Although race and gender are clearly important and certainly worthy of 
careful study, we focus here on the broader structural characteristics of em-
ployment that drive the pervasiveness of below-standard work for all groups.

It is also not surprising to learn that better-educated people have better 
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8 Good Jobs America

jobs. Indeed, the effect of education is dramatic: the chances of holding a 
substandard job are nearly 60 percent for high school dropouts and under 10 
percent for college graduates. In later chapters we discuss strategies for raising 
people’s skill levels, which we certainly believe are important. At the same 
time, however, we show that if everyone had a college education and nothing 
else changed, the number of below-standard jobs would not greatly diminish.

We Can Do Better
Throughout this book we return repeatedly to a simple point: that it is pos-
sible to redesign “bad” jobs so that they are better. What is normally low-paid 
work can be improved, and people in those jobs can have a real future. The 
path from here to there is difficult, with multiple obstacles, both in people’s 
lives and in the environment. But progress is very possible. We saw this viv-
idly when we visited a nursing home that has worked to build a career ladder 
for certified nursing assistants (CNAs).

CNA jobs are very tough, and the pay is very low. With responsibility for 
the daily care of patients, a CNA must do a great deal of lifting and carrying, 
not to mention showing goodwill and patience. The quality of patients’ lives 
depends crucially on the attitude and commitment of CNAs, yet they typi-
cally earn about $9 an hour. The CNAs we spoke with were Haitian immi-

Table 1.1  Working Adults Whose Hourly Wages Fall Below a Decent Work 
Standard, by Various Characteristics, 2010

Below Two-Thirds- 
of-Median Standard

All Workers  
Below the Standard

All 24.0% 100%

Men 19.7 40.1
Women 28.5 58.1

High school dropout 60.4 21.4
High school degree 35.3 39.2
Some college 22.9 26.9
College degree 8.2 12.4

White 18.4 53.4
African American 33.2 13.9
Hispanic 43.1 28.2
Asian 21.8 4.3

Source: Authors’ calculations. See chapter 1 appendix for further details on data sources.
Notes: Whites, Asians, and African Americans are non-Hispanic. Hispanics can be any race. Non-Hispanics 
who report themselves as multiple races (for example, Asian–African American) are excluded. After these 
exclusions, the data on race-ethnicity includes 97.6 percent of the population.
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covered by someone else’s insurance, such as a spouse. Another example 
might be a highly paid independent contractor, such as a software program-
mer. That person would report receiving no health insurance from an em-
ployer, but few of us would regard that as a problem. The Current Population 
Survey data that we must use here (because the CPS is the only nationally 
representative source of data on wages, pensions, health insurance, and de-
mographic characteristics) does not enable us to make this distinction. The 
bottom line is that a tally of people who report that they are not covered by 
health insurance provided by their employer is likely to overstate the prob-
lem, yet this is what we must report. There are similar, though less serious, 
ambiguities with respect to pensions.29

Appendix table 1A.1 provides the basic facts. Nearly 40 percent of all em-
ployees and a stunning 67 percent of workers below our wage standard do 
not have health insurance that is at least partially paid by their employer. The 
last two columns of the table show that the numbers improve as earnings in-
crease, but even among the highest-paid group a substantial number lack 
employer-provided health insurance (though keep in mind the earlier point 
about well-paid consultants who are able to purchase their own insurance). It 
is also worth noting that even after taking into account all forms of health 
insurance (Medicaid as well as privately purchased insurance) among people 
below our wage standard, 34.1 percent have no health insurance whatsoever.

When it comes to pensions, the patterns are much the same as with health 
insurance except that the baseline is much worse: as appendix table 1A.2 
shows, 46 percent of all employees are not included in their employer’s pen-
sion plan. Not surprisingly, the figure is much worse for those below the de-
cent wage standard.

Appendix Table 1A.1  Employees Without Employer-Paid Health Insurance, 
2007

All  
Employees

Below  
Decent Wage 

Standard

Between 
Decent Wage 

Standard  
and 1.6 Times  

the Median 
Wage

Above 1.6  
Times the  

Median Wage

Employees with no 
employer-paid 
health insurance 39.1% 67.5% 33.1% 21.9%

Source: Authors’ calculations. See chapter 1 appendix text for further details on data sources.
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Appendix Table 1A.2  Employees Who Are Not Included in an Employer 
Pension Plan, 2007

All  
Employees

Below  
Decent Wage 

Standard

Between  
Decent Wage 
Standard and 
1.6 Times the 
Median Wage

Above 1.6  
Times the 

Median Wage

Employees not 
included in a 
pension plan 46.8% 77.3% 41.6% 25.7%

Source: Authors’ calculations. See chapter 1 appendix text for further details on data sources.
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pect, there is evidence that just such an adjustment process occurred in the 
1990s. A survey of low-wage employers in several metropolitan areas asked 
them about the wages, personal characteristics, and skill backgrounds of their 
most recent hires.9 The results showed an increase in wages in the 1990s and 
greater willingness to overlook what in the past had been disqualifying traits, 
such as welfare recipiency. Some considerations pushed in the other direction 
as the increased availability of Internet-based testing and background checks 
led to an increase in screening. Overall, however, the job market for low-wage 
workers did improve during this period.

But this being said, the question remains: Just how large were the im-
provements? Is full employment the silver bullet? We just reviewed research 
showing that upward mobility was limited during the 1990s. More direct 
evidence is provided in figure 2.1, using the same data that we deployed ear-
lier to sketch the portrait of low-quality work in America.

The figure shows patterns from the beginning to the end of the boom. 
These eight years of a strong and growing economy led to full employment 
by anyone’s definition. As before, the data are limited to adults between the 
ages of twenty-five and sixty-four. The percentage of adults earning less than 
poverty wages (for a family of four) fell very slightly, and the fraction of adults 
earning below two-thirds of the median wage actually increased a bit. It is 
hard to look at these figures and think that the low-wage labor market be-
came a much better place as a result of economic growth.

It is important to be clear about the message. Obviously, full employment 

Figure 2.1  Wages, Inequality, and Full Employment, Trough to Peak, 1992 to 
2000
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gap in job pay rates, and these are only indirectly affected by the varying pat-
terns of the welfare state. What is really at play here is that the European na-
tions tend more directly to influence the wages and working conditions at the 
bottom of the job market than the United States does. The key differences are 
the scope of collective bargaining, the level and reach of the minimum wage, 
and regulations regarding the quality of temporary and part-time work.22

Do Europeans pay a price for pushing up the bottom of the job market? 
The best measure of the success of an economy in generating jobs for its citi-
zens is the employment-to-population ratio—the fraction of the population 
that works. Figures 2.3 to 2.6 show the trajectory of this measure from the 
mid-1990s through the late 2000s for so-called prime-age workers between 
twenty-five and fifty-four. The advantage of focusing on prime-age workers is 
that it eliminates school-age youths, since the educational systems of these 
countries differ greatly in terms of how the working patterns of youth are 
formally organized while they are in school. For ease of reading, and also to 
make the point even clearer, the figures are presented in pairs, for both men 
and women: one figure compares the United States with the larger European 
economies and the other compares the United States with the smaller ones. 
The conclusions hold in every case.

It is apparent that there is no basis for claiming that the much larger U.S. 

Figure 2.2  Earnings Dispersion, 2007
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Figure 2.3  Employment to Population, Men Ages Twenty-Five to  
Fifty-Four,1995 to 2009
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Figure 2.4  Employment to Population, Men Ages Twenty-Five to Fifty-Four, 
1995 to 2009
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Figure 2.6  Employment to Population Ratio, Women Ages Twenty-Five to 
Fifty-Four, 1995 to 2009
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Figure 2.5  Employment to Population Ratio, Women Ages Twenty-Five to 
Fifty-Four, 1995 to 2009

Source: Authors’ compilation based on data from OECD Employment Outlook (various years).
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a low-wage job has been essentially stable, even declining a bit, in the face of 
much increased immigration. A similar exercise, this time using poverty rates, 
leads to the same conclusion.11

None of this is to say that immigration is an irrelevant concern. Immi-
grants are clearly more likely than natives to be in low-wage jobs, and the 
fraction of low-wage jobs held by immigrants has grown. But the challenge of 
low-wage work extends well beyond issues of immigration, and there is no 
evidence that immigration has made the problem substantially worse. There 
are several reasons why this would be true. First, immigrants are not perfect 
substitutes for low-wage American workers; they hold different jobs and have 
different skills (even if the nominal education levels are the same) and hence 
have a muted impact on wages. Second, investors are induced by increases in 
the number of immigrants over the long term to move capital into those areas 
in order to take advantage of the higher rate of return that follows from a 
more plentiful workforce and lower wages. Over time, this movement of cap-
ital raises the productivity of the employees and hence raises their wages, again 
muting the impact of immigration on the wages of less-educated natives.

These conclusions are supported by other investigations of the link be-
tween wage inequality and immigration. The nonpartisan Congressional 
Budget Office has examined trends in wage inequality and concludes that 
immigration patterns did not play a role.12 David Card, a leading economics 
scholar of immigration, recently reached the same conclusion that immi-
grants have had virtually no effect on the wages of natives. According to 
Card’s calculations, because immigrants are concentrated at both the high 
and low ends of the earnings distribution, they do add to inequality, but in a 
very small way: the increase in immigration accounted for about 5 percent of 
the growth in inequality between 1980 and 2000.13 When it comes to the 
impact of immigration on the wages of natives with lower levels of education, 
a recent analysis that takes into account capital movements concludes that 
only 1.1 percent of the loss of real wages for the lowest-educated native group 
in the 1990 to 2004 period was due to immigration.14 Even George Borjas, 

Table 2.1  Immigration and the Low-Wage Labor Market, 1994 and 2010

1994 2010

Overall percentage of low-wage employment 23.6% 24.0%
Percentage of total employment by immigrants 9.8 16.9
Percentage of low-wage work by immigrants 15.8 28.1
Percentage of immigrants in low-wage work 37.8 39.9
Percentage of natives in low-wage work 22.0 20.8

Source: Authors’ calculations. See chapter 1 appendix for further details on data sources.
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ers as well as with advocates for the working poor who manage programs 
aimed at helping them move up job ladders in their organizations. Chapter 7 
directly takes up the question of what is required to construct these career 
ladders, and training is a prominent part of the discussion.

All this being said, we need space for another perspective. Skills, though a 
part of the story, are far from being the entire explanation, nor do skills pro-
vide an adequate intellectual basis for a policy strategy. Indeed, the role of 
education in explaining the persistence of low-wage work is often exagger-
ated. There is ample scope to consider additional strategies for improving 
wages and benefits beyond a single-minded focus on the characteristics of 
employees. Policies aimed at shifting the nature of labor demand deserve to 
be featured in any discussion. To see this, we need to understand the limits of 
the skill-education story, which, because it is so commonly accepted in both 
the policy and the academic worlds, distracts attention away from other im-
portant ways of thinking about the problem and its solutions.

Beyond Education and Behavior
Education and skill are obviously significant, but the story does not end 
there. One clue that the story is incomplete comes when we probe more care-
fully the relationship between education and earnings. It is clear from figure 
3.1 that on average there is a relationship between education and earnings, 

Figure 3.1  Median Hourly Wages for Different Education Levels, 2010
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but this average masks a great deal of variation. To illustrate this point, figure 
3.2 shows the distribution of earnings among thirty-one- to thirty-nine-year-
old men and women with only a high school degree. As the figure makes 
clear, even within these very narrowly defined groups there is a great deal of 
variation in earnings, and this variation cannot be explained by education, 
age, or gender since these are controlled for in the figure. More sophisticated 
statistical analyses reach the same conclusion.5

One response to these complications is to argue that human capital is a 
multidimensional construct and that education is an incomplete measure of 
the full range of human capabilities rewarded in the job market. Personality 
and behavior also matter, and it is not hard to come up with a list of impor-
tant traits, such as diligence, ability to cooperate with supervisors and fellow 
workers, and self-confidence. The literature that studies the relationship be-
tween these characteristics and earnings is less extensive than the focus on 
years of education, but nonetheless the evidence seems clear that certain traits 
do exert an independent impact on labor market success. In fact, a recent re-
view of this literature found that personality and behavioral variables were 
frequently more important than measures of education or cognitive ability in 
explaining earnings, a finding that is problematic for standard human capital 

Figure 3.2  Hourly Wage Distribution for Men and Women Ages Thirty-One 
to Thirty-Nine, High School Degree Only, 2010
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by their occupation. Only occupations whose low-wage employees count for 
5 percent or more of the low-wage population are included in the table (with 
the exception of health care, which comes close to 5 percent and which is the 
subject of great many policy interventions).

These occupations together account for 82 percent of all workers in be-
low-standard jobs. Whereas, in the past, poverty was associated with agricul-
tural work and grinding factory jobs, today many low-wage workers are 
found in service and white-collar jobs. Indeed, the prominence of adminis-
trative work in these data is a surprise.

The importance of the organizational characteristics of the job itself is ob-
vious in figure 4.1. Government employment is much less likely than private-
sector work to be below standard. This pattern is a bit deceptive, however, 
since the low rate of below-standard work applies to people who are directly 
employed in the public sector. A great many other low-wage workers—for 
example, those in health and education services—work for organizations that 
depend heavily on public funding. This distinction proves important when it 
comes to thinking about policy, and so the patterns shown here should not 
be interpreted as letting the government off the hook for job quality.

This figure also demonstrates that if a job is covered by a union, the 
chances that it will be below standard fall dramatically. Interpreting this pat-
tern is a little tricky: it may be due to unions being in high-wage industries 
(such as the auto industry), or it may be that unions change basic conditions 

Figure 4.1  Percentage of Employees Below Standard, by Industry Character-
istics, 2010
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scribe the employment practices, such as contracting out, that have put 
downward pressure on job quality in the low-wage labor market.

In thinking about how to improve job quality, we return to the earlier 
point that there are benefits to be reaped by following the high road. The 
policy challenge is to both prod and assist firms in adopting this strategy. At 
the same time, we also need to recognize that these are not easy choices and 
that, at least from the firm’s perspective, which does not include social costs, 
the benefits do not always offset the costs. The chapter concludes by laying 
the groundwork for the discussion of these issues in the policy chapters that 
follow.

Profiling the Low-Wage Job Market
Where are low-wage jobs located? Which patterns of employment will help 
us think about how to improve the quality of work? In table 4.1, we begin to 
answer these questions by examining the industries where most low-wage 
workers are found. In the first column, we show the percentage of all workers 
in below-standard jobs found in a given industry, and in the second column 

Table 4.1  Industry Distribution of Low-Wage Work, 2010

Percentage of  
Low-Wage  
Workers  
Found in  

This Industry

Percentage of 
Workers in  

This Industry  
Who Are 

Low-Wage

Retail trade 18.9% 44.6%
Food and drink 12.4 72.9
Health 10.7 20.5
Manufacturing 8.7 17.5
Education 7.0 14.8
Administration and support services 6.7 45.1
Construction 4.1 17.9
Social assistance 3.9 43.2
Accommodations 2.4 54.7
Arts, entertainment, recreation 2.6 34.9
Personal and laundry services 2.1 65.2
Agriculture 1.8 7.3
Public administration 1.8 7.4
Private household 0.5 61.8

Source: Authors’ calculations. See chapter 1 appendix for further information on data sources.
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we show the fraction of all workers in that industry who have below-standard 
jobs. The industries represented in this table account for 84 percent of all 
low-wage work.

The table shows that some industries, such as retail and food serving, ac-
count for a substantial fraction of all low-wage employees and are also funda-
mentally low-wage industries in the sense that the jobs of a large fraction of 
their employees fall below the standard. On the other hand, health care and 
manufacturing are not low-wage industries, since relatively few workers in 
these sectors receive low pay, but because of their large size they nonetheless 
account for a substantial fraction of low-wage work. The difference between 
retail and food, on the one hand, and health and manufacturing, on the 
other, would seem to be that improving the circumstances of low-wage work 
in retail involves a much broader transformation of the industry’s way of or-
ganizing itself than is the case in health care or manufacturing. Of course, an 
examination of more textured distinctions makes some manufacturing indus-
tries—say, textiles, or health care industries such as nursing homes—begin to 
look like retail or food service in their distribution of work.

The other insight from these data is that some industries that are fre-
quently discussed in the policy literature, such as hotels or laundries or per-
sonal service, account for a very small fraction of all low-wage work even 
though they are clearly low-wage industries in the sense that most employees 
are compensated poorly.

Tabl 4.2 goes through the same exercises, this time classifying employees e 

Table 4.2  Employees Compensated Below Standard, by Occupation, 2010

Percentage of All 
Below-Standard 

Employees in This 
Occupation

Percentage of 
Employees in This 

Occupation in 
Below-Standard 

Jobs

Office and administration 13.8% 23.9%
Sales and related services 13.5 36.9
Food preparation and service 13.1 74.1
Buildings and grounds, cleaning and 
maintenance

8.5 58.7

Transportation and material-moving 8.4 34.7
Production 8.2 30.1
Personal care and service 6.4 60.7
Education, training, library 4.7 14.9
Health care support 4.7 46.8

Source: Authors’ calculations. See chapter 1 appendix for further information on data sources.
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of work in traditional low-wage sectors (for example, the improvements that 
unions in Las Vegas have made for hotel room cleaners). Of course, the his-
torical record clearly shows that when unions started in previously unorga-
nized industries (again, such as autos) they improved wages and working 
conditions, and so the concern about the direction of causality should not be 
too worrying. We return in chapter 6 to a discussion of the role of employee 
representation in improving job quality.

A final key question is explored in table 4.3: the relationship between firm 
size and work quality. As the first column shows, over half of all employees 
are in very large firms, while only about 20 percent are in the smallest. How-
ever, the risk of working below standard is much higher in small firms than in 
large ones. Forty percent of employees in the smallest firms occupy below-
standard jobs, while the figure is less than half that in the largest firms. Again, 
however, the rate of risk has to be combined with the size of the risk pool in 
order to see where the highest numbers of people in difficulty are located. 
The final column shows that, while one-third of workers in below-standard 
jobs work in the smallest firms, slightly more than that are employed in the 
very largest firms. Put differently, it is clear that any overall strategy must ad-
dress the special difficulties facing small employers, while not letting large 
enterprises off the hook.

Thinking About Firms
How should we think about firms in the low-wage labor market? One ap-
proach is to focus on bad behavior, and in particular on violations of labor 
standards such as the minimum wage and overtime laws. In this view, im-
proved enforcement is a key policy goal. We agree that employment stan-

Table 4.3  Firm Size and Below-Standard Work, 2007

Distribution  
of All  

Employees

Employees 
in Each Size 

Category Who 
Fall Below 
Standard

Distribution 
of Workers in 

Below-Standard 
Jobs

Less than 25 employees 20.5% 40.1% 33.1%
25 to 99 employees 13.6 27.9 15.4
100 to 499 employees 15.1 22.3 13.6
500 employees or more 50.6 18.4 37.7
Total 100 100

Source: Authors’ calculations. See chapter 1 appendix for further information on data sources.
Note: Data refer to civilian wage and salary employees between the ages of twenty-five and sixty-four.
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ity to consider any alternative strategy for organizing work, as well as risk 
aversion regarding any shift to a different employment regime.

A commonsensical way to think about this is to imagine going into a small 
or medium-size retailer or health care provider or hotel and trying to start a 
conversation with the manager about raising wages. The carrot you can offer 
the manager is this: if he or she compensates people better, they will respond 
by providing better-quality service and being less likely to leave, and hence 
the costs of the additional compensation can be offset (as we show momen-
tarily). How will the manager react?

The first point is that, as a practical matter, it will be very hard to even get 
the manager’s attention. He or she will be totally stretched out running the 
business and will have very little time to engage in the conversation. But pre-
tend that you get past this barrier. In all likelihood, the manager will say that 
raising wages would make prices go up and then competitors would eat the 
firm’s lunch. Margins are just too tight to even contemplate this policy. But 
what about the benefits that might accrue to offset these costs? The problem, 
from the manager’s perspective, is that these benefits seem speculative and, in 
any case, unlikely to offset the total cost of the wage increase. Furthermore, 
the benefits accrue slowly over time, but the cost increase is immediate and 
very dangerous to the firm’s survival. The risk is just not worth it, and even if 
the manager wanted to, there is no time to engage in experimentation. Fi-
nally, to make the conversation even more problematic, if this enterprise is 
part of a larger organization—a branch store, for example—the manager is 
probably being judged on margins on a weekly or monthly basis and finds 
the risks of any upward shifts in compensation too scary to even contem-
plate. In short, this conversation is going nowhere.

There are academic theories that dress this scenario up in complex models. 
Firms tend to follow what is termed “path dependence”—that is, they do not 
deviate very much from how they have always done things. Managers engage 

Table 4.4 Employees Receiving Employer-Provided Training, 1995 and 2001

1995 2001 

High school degree or less 22.2% 19.8%
Some college 44.1 44.5
Bachelor’s degree or higher 50.0 54.1

Lowest earnings quintile 27.1 22.0
Next earnings quintile 31.3 33.7
Next highest earnings quintile 42.1 46.7
Highest earnings quintile 49.3 48.8

Source: Authors’ calculations based on data from Mikelson and Nightingale (2004).
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to free care for poor residents, and a variety of other items relating to youth, 
traffic, and environmental issues. In addition, the CBA contained language 
giving employees the right to organize a union in a neutral environment.

The exTenT and imPacT of cBas

How widespread are CBAs, and what is their impact? To answer this ques-
tion, we reviewed the literature and tallied up all CBAs that could be identi-
fied. Figure 5.1 shows the number of CBAs across the nation, and table 5.1 
provides an upper and lower bound of our estimates regarding the number of 
jobs that are affected. (See note 27 for our methodology for arriving at these 
estimates.)27

These data suggest that the overall impact of CBAs, even if we accept the 
upper-bound estimates, is quite modest. In addition, the impact is probably 
further diminished when it comes to actual implementation, as opposed to 
estimates derived from plans. For example, accounts of the New Haven 
agreement suggest that the hospital has not followed through on its hiring 

Figure 5.1  CBA Deal Status, 2011
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agreement.28 A recent overall review of CBAs concluded: “Because CBAs are 
a relatively recent phenomenon, there is insufficient evidence to evaluate 
whether they provide a net benefit either to parties to the agreement or to 
others.”29

Given this modest impact, what are we to make of CBAs? We return to 
this question after we discuss living wage campaigns, but for now we would 
say that it is most useful to think of CBAs as devices around which the 
broader debate about job quality can be organized. Thought of in these terms, 
the impact of CBAs may be substantially greater than the figures reported 
here imply.

conTracTing and living Wages

Federal, state, and local governments contract for an enormous range of ser-
vices, and many of these jobs are of low quality. This practice does, however, 
offer an opportunity to use government purchasing leverage to raise the floor 
in the job market. One strategy is to establish and enforce more effectively 
federal standards for contracts. In addition, a great deal of creative energy has 
been expended at the local level, particularly on living wage ordinances.

As government agencies outsource more of their functions to private con-
tractors, the issue of job quality in these contractors becomes more salient. At 
the federal level, spending on contract goods and services rose 69 percent 
from 2000 to 2006. During this same time period, the number of federal 
contract workers rose from 1.4 million to 2 million. Contract workers now 
make up 43 percent of the workforce that is producing goods and services for 
the government.30 A recent analysis of contracting data reported that 20 per-
cent of federal contract employees earned less than the poverty level for a 
family of four, as opposed to 8 percent of direct federal workers.31 Further-
more, contracting in low-wage service industries, such as janitorial services 
and food preparation, has grown more rapidly than it has in higher-wage in-
dustries. In addition to highlighting low contractor wages, researchers also 
have noted that many federal contractors have poor records with regard to 
labor, health, safety, and tax laws.32

Table 5.1  Lower and Upper Bounds of Jobs Affected by CBAs, 2011

Lower Bound Upper Bound

Construction jobs 16,672 137,108
Permanent jobs 34,841 118,074
Total 51,513 255,182

Source: Authors’ calculations. See chapter 5, note 27, for further details on data sources.
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strengthening employee voice is a more effective coalition between these 
groups and traditional unions.

WhaT The daTa Tell us

Data on union membership and wages make it clear: the benefits that unions 
bring to low-wage workers are indisputable. One simple way to see this is to 
compare the wages of employees who are unionized with the wages of those 
who are not. Figure 6.1 provides these data for employees with a high school 
degree or less, and figure 6.2 does the same for those with some college. The 
first pair of bars of each figure includes all employees, and the other pairs fur-
ther limit the sample to employees in quintessential low-wage occupations.

Relatively poorly educated employees in low-wage occupations are much 
better off if their wages are negotiated by unions. This is true across the board, 
and the gains are substantial. For example, high school–educated workers 
who clean buildings gain $4 an hour, a very large boost. The benefit is smaller 
for health care support workers (the technicians and orderlies who work in 
health facilities), but even for them the improvement is $2 an hour.

How do these estimates vary for men and women and for different ethnic 

Figure 6.1  Wages and Unionization Among Employees with a High School 
Degree or Less, by Occupation, 2007 to 2010
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and racial groups? Table 6.1 answers this question by showing the percentage 
wage gain from unionization that obtains after controlling in a statistical 
model for occupation and age as well as gender and race or ethnicity. Again, 
the benefits of unionization for low-wage workers are very substantial.

The benefits of unionization extend beyond wages. Unions often negotiate 
agreements that substantially boost the amount of training provided to low-
wage workers and create pathways for them to move into better jobs. Promi-
nent examples can be found in health care, where unions in New York and 
Philadelphia have established very large training programs. Another well-
known example is in the hospitality industry in Las Vegas.

voice ouTside The WorkPlace

There are no data in the census surveys on community organizations; how-
ever, fieldwork and observation provide convincing testimony of their im-
pact. Indeed, over the past several decades there has been, somewhat under 
the radar screen, a flowering of these groups, and the number of organiza-
tions and their broad geographical dispersion may well be a surprise to those 
who believe that the energy behind progressive reform has abated. Commu-

Figure 6.2  Wages and Unionization Among Employees with Some College, 
by Occupation, 2007 to 2010
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nity organizations, worker centers, and interfaith groups are active in virtu-
ally all large metropolitan areas and have chalked up numerous victories, 
ranging from local living wage campaigns to statewide minimum wage re-
form to funds for expanded job training programs. The problem, of course, is 
one of scale, in light of the enormous size of the American labor market. But 
before we address this concern, it is important to understand the real possi-
bilities that these organizations offer.

Perhaps the best national example of these organizations is the network of 
industrial areas foundation (IAF) organizations, which are successors of the 
pioneering work of Saul Alinsky, the man who virtually invented community 
organizing in America.4 Alinsky, a graduate of the University of Chicago So-
ciology Department, began organizing during the 1930s. Closely associated 
with the union-organizing drives that were exploding during this era, as well 
as with the Catholic hierarchy in Chicago, Alinsky created a style of organiz-
ing that proved remarkably durable. President Obama was trained in IAF 
organizing techniques during his stint as an organizer in Chicago.

Organizing along IAF lines has already attained impressive dimensions. A 
recent survey examined the diffusion of what the researchers termed “faith-
based organizing” and identified 133 organizations in thirty-three states that 
in total have reached somewhere between one and three million people.5 To 
give a sense of the magnitude of IAF organizing, in the Lower Rio Grande 

Table 6.1  Union Premium for People with a High School Degree or Less, 
2007 to 2010

All  
Occupations

Food  
Processing 

and Serving 
Occupations

Health Care 
Support 

Occupations

Buildings 
and Grounds 
Occupations

Men +34% +25% +29% +29%
Women +20 +26 +13 +31

Blacks +19 +19 +23 +28
Hispanics +20 +20 — +33
Whites +24 +24 +10 +34

Source: Authors’ calculations. See chapter 1 appendix for further details on data sources.
Notes: These are coefficients from a regression of ln(wages) on union status and age. Each cell is the result 
of a regression with the sample limited to the group identified in the cell as well as being limited to people 
with a high school degree or less. For example, the +25 percent in the cell labeled “men, food processing 
and serving” means that in a regression of men with a high school degree or less whose occupation was 
food processing or serving, the union coefficient in the regression in which the dependent variable was the 
logarithm of wage and that also included age was 0.25. The sample size was too small to provide an esti-
mate for Hispanics in health care.
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