








A New Social Contract to Expand the Middle Class
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Over the past few decades, American workers have powered 
the economy to new heights. Between 1973 and 2006, the size 
of the economy on a per person basis—real gross domestic 
product (GDP) per capita—increased by more than 85 percent. 
Productivity—a measure of the amount that workers produce 
per hour on average—increased by almost 50 percent. 

As the chart below shows, during the decades following World 
War II, similar increases in economic growth and productivity 
helped to strengthen and expand the middle class, and reduce 
the economic distance between Americans in different income 
classes. By contrast, the gains in growth and 
productivity since the 1970s have not contributed to greater 
economic security for all, and inequality has returned to levels 
not seen since the years before the Great Depression.

Real GDP Per Capita

Personal Consumption Per Capita

Economic Growth
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America’s social contract needs to 
be updated to ensure the economy 

works for all Americans. Key 
elements of such a reform include 
strengthening basic labor market 

standards and institutions, 
expanding workers’ access to 

post-secondary education and 
training, and reforming the 

system of public and private 
social benefi ts for workers. 

Increase in Real Family Income

Source: Economic Policy Institute



Economic Insecurity and the Hardship Gap

In this report, we consider a person to be economically insecure if they live in a family with total income below the basic family budget standard 
for where they live. To determine total family income, we used a broad definition of income, including earnings from work, income from public 
programs, including Social Security, unemployment compensation, Temporary Assistance for Needy Families (TANF) income supplements, the 
Earned Income Tax Credit, and Food Stamps. If a family received child-care assistance, housing assistance, or health insurance through Med-
icaid/SCHIP, we adjusted their basic budget standard by replacing the market prices for child care, housing, or medical care with the amounts 
the family reported paying for those items. 

We used the basic family budgets developed by the Economic Policy Institute. These budgets reflect the actual costs of goods and services at 
market prices in over 400 localities. EPI has budgets for six family types: families with one or two parents and up to three children. Using the 
same methodology and sources as the EPI budgets, CEPR also calculated budgets for households of one or two adults and no children. These 
eight types of families account for about 71 percent of all working families.  
   
The Survey of Income and Program Particiation (SIPP) does not distinguish among people who live in: 1) North Dakota, South Dakota, and 
Wyoming; and 2) Maine and Vermont. Thus, we were unable to estimate the share of economically insecure families in these states.

For an in-depth description of the metholds used to produce these estimates, see Heather Boushey, Bridging the Gaps: Technical Report on 
Data and Methods, Center for Economic and Policy Research, October 2007.
 

Data and Methods

Job Quality 

CEPR uses a basic definition that takes into account a job’s wage rate and whether it provides health and retirement benefits. According to this 
definition, a good job is one that meets all of the following three criteria:

1. it pays at least $17 per hour (about $34,000 on an annual basis),
2. it offers employer-sponsored health insurance (where the employer pays at least part of the monthly premium), and
3. it offers an employer-sponsored retirement plan (either a “defined contribution plan” like a 401(k) or a “defined benefit” like a traditional 
pension).

For an in-depth description of the methods used to produce the good and bad jobs estimates, see John Schmitt, How Good is the Economy at 
Creating Good Jobs?, Center for Economic and Policy Research, October 2005 and John Schmitt, The Good, the Bad, and the Ugly: Job 
Quality in the United States Over the Three Most Recent Business Cycles, CEPR, November 2007.
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