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MEMORANDUM

TO: New Sodd Contract Group Participants
FROM: TheBreskthrough Ingitute

DATE March 13", 2008

RE New Socid Contract FocusGroup Findings

The Breakthraugh Ingitute hdd two foaus groups an 4/29/2008 in Edison, New Jarsey, to better undersand how
individualsreasned abaut a new sidal contrad in theantext of theaurrent exonomy. Individual swererer uited who
wereunded ded astowhothey would vatefar in the 2008 Presdential detion, but who aowererej dered vaterswho
called themsdves Qary likdy to vated The 6:00 pm graup consged of 10 women, ranging in agefrom 47 to 70. The
men@gr aup, which tock placeat 8:00 pm, andded of 8 men rangngin agefrom 21 t067.

QVHAT DOESIT MEAN THAT THEECONOMY ISNOT DOING WHLO

Thegroupsboth agreed, without prompting, that theeconomyisnot doingwell. Assoon asthe
opportunity arose, participantsbegan discuss ngthepoor economy, repondingwith concerns
about the cogt of consumer goods Haries and layoffs. Risngcostsplayed aprominent rolein
thediscusson, with participantsdiscouraged that thecost of everythingkept goingup, from
gesolineto scdlops Onewoman@gtatement that @verythingjust kespsgoingup except
sdariesand hedth insuranceQargdy reflected the sentiment of both groups

Mog paticpantsgated tha they themsaveswere doingdright. But they percaived that many
Americans in somecasesthar own children, werenot. Yet even for thosedoingrelaively well,

America@economic difficultieswerenot abstractions All of theparticipantswere acutdy



awareof not only therisein consumer prices but dsowhat fdt likeaseriousdedinein thar

purchasng power.

Thisassessment of theeconomic crigsasbe ngabout risngcogsof consumer goodsand the
gagnaion of incomesgandsin sharp contrag to thetypeof financd crigsit isnat. While
participantsmentioned layoffs they did not play thefocd rolein thediscusson. After 9/11,
prominent concernswere about therecesson and job loss Thisfinancid crigs on thecontrary,
isabout theenergy crissand the subsequent risein gascog s coupled with thehousngcriss

(and arguably thecredit crigsaswdl).

Thenature of the current economic downturn may have quitedifferent implicationsthan
downturnsin thewake of 9/ 11 and theearly 1990@ W hile government indexesaready
indicatetha job lossesin the current downturn may not benearly assevere asmany had feared,
it gopearspossblethat dediningpurchasang power dueto thewesk dollar, risngenergy prices
and tight consumer credit may bethenorm for anumber of yearsto come. In contragt to
economic problemsmore centrally focused on job loss which for most Americansremansan a
fear but not aredity, dediningpurchasngpower will be experienced a aasiclevel Gmeaning
that it will beexperienced daly and in eadly visudized terms by many more Americans

persondly.

Tha fact tha mos Americanswill experiencethese economic problemsdirectly and
individudly hasd gnificant consequences Whilelayoffs downszing, and outsourcingareessly
atributed to recognizable externd forces rigsngdebt and dedliningpurchaangpower are abit
more complicated. While somefamiliar idess like gastax holidaysand price cgps may make
ene thereisan individud component to debt and oendingthat may confound many

proposasto addressthecurrent economic gtuation.

Accordingto thefocusgroup participants individuasin debt have Qpent beyond their meansO
Peoplewho can®@afford to buy everythingthey want need to @eevauatetheir prioritiesstMuch

of thededinein buyingpower isperceved asimpactingnon-necessties Participantsspoke of



forgoingvacation travel to placeslikelrdand, and it@not dear how much dassresentment the

rigangcog of the aforementioned bagged frozen scalopsa Cogtcoislikely to engender.

But while corporations trade agreements and illegd immigration are eadly blamed for job
lossss it@lessclear whoisto blamefor thehousingcrisis Oil companiesarean easy target when
it comesto rignggasprices(which wasvoiced duringthegroups), but thewesk dollar andrisng
consumer pricesarelesseasly pigeon-holed. Moreover, gven theculturdly embedded ideathat
individudsarefreeto choosehow they soend their paycheck, theindividud isarguably
complicit inwhatever financid atethey have gotten themsalvesinto. Whilewe should not
underestimatethedegreeto which internationd travel and frozen scalopsmay represent new
middle dassentitlementsin themindsof some Americans thecurrent economic Stuation may
ultimately be more proneto explanationsthat revolvearound individud, rather than
government or ingitutiond, fallings Thissuggest sthat policy prescriptionsprobably need to
reflect the perception of theimportant rolethat individua behavior playsin theproblem.

GENDERAND SUCCES

Themen®@group and thewomen@group had different ideasof wha asuccessful finandid life
might look like. For themen, successwasbeingagood provider. For thewomen, successwasnot

havingto beprovided for.

Themen®group defined their own successasbeingableto providefor ther family. They
wanted to beableto send ther kidsto good sthools and gvethem thesupport they would need
to eventudly achieveamoderatelevd of comfort and success Assated by oneof thegroup
members, Anvestingin my children, and their education, and guidingthemto where | wasn®
quided. That, to me,isimportant.QDr asanother participant put it, vost peoplewith kids
would say that their biggest thingisto havetheir kidsdo better than them. 1t@kind of what our
country wasfounded on.QAdditionaly, themen largdy saw successasbeingthesole
breadwinner in thefamily. Assad by oneof theparticipants @f you asked any man, hewould

not want hiswifeto work.OT hey were careful to emphadzethedifference between timesin



their liveswhen their wiveswanted towork and thelessdedrabletimeswhen their wiveshad to
work. Degpitethecaveatsthat somewomen want to work, therewasthegsrongsensethat in

ther ided world, themen would be ableto providefor thefamily through their dary done.

Thewomen, on theother hand, enphaszed agrongdesreto takecareof themsdves They saw
successasnot beingaburden on anyone; to pay for one@house, to take care of one@df during
retirement and not beaburden on ther children, andto beableto afford therr own hedth care.
They mentioned wantingto pay for ther children@schooling, but it wasnot thefocusof the

disousson. At the sametime, they emphasized theimportance of their husband@sdary on ther
own financid security, or for thesngemomin thegroup, thedegreeto which beingthesole

income-earner wasafinandd gran (she in fact, expressed relief that oneof her grown children

had moved back in with her and could help defray rent and other household expenses).

Thewomen®cognizanceof ther potentid financid vulnerability and would ssem to bethe
bas sof much of thediscrepancy between theaspirationsof themen and women in thee
groups For thewomen, their desreto be secure and not dependent on anyonedsewould
appear to reflect present financdid insecurity. A <hift in their husband®@financid satus or thar
maritd gatus would immediatdy and dramaticdly changether financid gatusaswel.

Onegot thesensetha thewomen felt onesep avay fromhavingto moveinwith ther
children. Themen@experience, conversdy, wasthat whilether wivesemployment could
dleviaefinanad grain, and might a timesbenecessary to havedl of thethingstha they
wanted in life it did not fundamentdly impact ther own financia security. They did not
expressthededreto beableto take care of themsavesbecause they did not gppear to havethe

same degp-seated sense of persond financid wulnerability asthewomen did.

MODES SUCCESS

Whilethemen and women had different ideasof what financid successmeant to them, they
werecondgent inwhat ther financid godslooked like. Both groupsdefined successin
extremely modest terms induding educatingone@kids paying off their house, avoidingdebt,



and havingacomfortableretirement. N o onementioned gettingrich, and with theexception of
awoman who jokingy mentioned wantingavacation housein Longldand, no onementioned
luxuries Guccessooked likewhat might becommonly thought of asatypica upper-middle
dasslifesyle.

Theparticipant sSGpirationsappear to bemodest not onlyin material termsbut aso in non-
materid terms For themogt part, theparticipantsdidn®articul ate dresmsof openingaBed
and Breskfag in theH udson Vdley, leavingtherat race behind and travdingtheworld, or
gatinganew career tha bettered ociety after achievingther financid goals Indead, success
wasachievingwha wasoncethought of asamodest, middledasslife- in short, what wasonce

seen asthelogcd outcome of workinghard and playingby therules

SAVINGS DEBT, AND PERBSONAL REFPONSBILITY

Asprevioudy discussed, financid successor falurewaslargdy atributed to thebehavior of the
individud. Thefocusgroup participantsseemed to reason that whilethey were makinggood,
reponsible decisons their @ellow AmericansOnvho were suffering economically had made
poor ones Thepath tofinancd successwasseen assaving and pendingwisdy, workinghard,
and investing Family wasseen ashd pful, but only conditiondly. While some of themen
dluded to government and union jobsbeingdesrable, government waslargely seen asan
impediment toindividua financid successrather than afadlitator of it. When you havea
finandd crigsthat ischaracterized asamassve accumulation of personal financia problems,
it@onlylogica that one@propensty for self-distiplinewill determinewhether theindividua
falsor succeedsin themidg of it.

For thisreason, discussonsof turning Americafrom anation of debtorsto anation of savers
werewdll received, asit tapsinto people@desrefor individuasto take persond respongbility
for their own financd outcomes Wefound tha both themen and thewomen srongly and
admost unanimoudy agreed that Americashould become @nation of saversand invesorsOT he
ideaof creating@aby BondsOend seedingasavingsaccount for every child wereresponded to



postivedy. Themenin particular brought up experiencesof otherssettingup savingsaccounts
for them when they wereyoung, or of havingdoneso for their own children. Thiscould srveas
apowerful metgphor movingforward, badancingthebelief in persona repongbility with the

experience of omeoneasigingthemin gettingon theright track.

Thesecond concept tested, of seedingl RAGfor adultswho agreed to automatic deductions
from thear paychecks wasdso well recaived. Therewassomeressanceto theideaof
mandatory automatic deductionsto an IRA, but thismay bedueto theway wepresented the
initiative It wasundear whether thegroupsundergood tha the program wasvoluntary but
included therequirement to commit to congsent savings or whether they wereexpresangthe
sentiment that they themsalvesdidn®want to beforced to save because, asoneparticipant put
it, ThisisAmerica O

Wewereaurprised tha therewaslessconcern about the government seeding savingsaccounts
for children or matchingl RA contributionsfor adults Typicaly, reqpondentsare concerned
tha recipientsof government aid arein need becausethey havebeen irregpongblein someway.
Themuting of these concernsmay bethereault of having presented these programsasabroad
entitlement for dl Americansrather than asapoverty dleviation program targeted to low
income Americans Indeed, repondentstended to bemore concerned that wedthy Americans
would benefit from the program who didn®need thehep than that poor Americanswould
reca ve benefitsthat they hadn®earned or worked for.

Whileoveral support for the programsdescribed aboveiscongsent with other ressarch, it is
not clear tha participantssaw these programsassolutionsto themgor economic problems
tha they bdieved thenation isfaced with. Asopposed to thingslike gestax holidaysand
windfal profitstaxes which aredirect reqponsesto themod publicly sdient manifestaion of
the current economic maasg, it isnot dear that most Americanswill be easly convinced that
baby bondsand government matched | RAGaretheanswer torisingpricesand dedining
purchagng power. Assuch, theggp tha presently exig sbetween public support for these
policiesand palitical action to esablish them may bedifficult to bridge unlessasst-based



policiescan bebetter conceptualized assolutionsto theeconomic problemstha Americansare

presently mos focused upon.



