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. Thoe distinction between the reteil price factor in ths cosl

of living end the total cost of living 1s an impcrient one. IV
constitutes an erea of gubstential egreement tetween the Eureau of
Lebor Stetietice, the Mitchell Comulttee, the American Stetietical
Association; the CI0 Study, "ILiving Coste ia World War II, 1041 -1} lhh"
end the WIB Steel Panel, The position of each of
distinction follows:
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The reg,ular monthly roleases of the BL:: Index now CErE;
the foJ.I!.owinQ statement°~ t _ oy

_ "T‘1e BIS Index 3ndicates averege: chanésea in retail
prices of selected goodo, reats end services bought by
families of wage -earners and lower-saelariod workers in .
‘largs cities. The items covered represenced 70 perceab .
. of. s axponditures of familles who had incomes ran@;ing;
from $1250 - to $2ooo .m 193&-56 ¥ o .

-"T'ne--index dces vnot, s 10w the :t‘ull wartime effect -
on the cost of living of such factors as lowered
xquality, isanpearance of low-priced gocds and forced

chaqges in housing, and eatin{; away from home.

[, e Sepp does not meesare- changee in total 'liv.Lng coeta!
that is, in the total amount familioe spend for living.
Income taxes and bond subscriptions are not included."

Each of ‘these throe peragrephs addresses ltself‘ to &
senarate eubJect.. The first one explaine that the BIS Indox "indi-
catee average changes ian retall prices". The second pawagxaph ia
the main expleing the deficiencies of the, Index in indicatic

"average changes in reta‘l prices™, and is ths quantitative ouesticv
with which the Mitchell Committes dezls. The third paragrerh eamls.i
that. the index is not a cost of living mdex sinue it "does not meat
changes in total 'living costs"' '

i 'n’he*l the BIS adopted the above atatemevlt in its morithly
releases on the index, Ite officials explained to the annual meeti:
of union research directors in June that, ‘the BIS was offering a
prize to memters of its staff who caue forth ¥sth’ the best new neme
for the index, as the BILS (upon receipt cf =z new! name) was going to
cease calling the index a "Cost of Living fadex".! While tha BIS :
monthly releases have not yet ceased carr;"ng thes phrase "cost of !
living", the BIS plans to drop thls phreds soon. i In the mea*mhilca4
the Office of War Information (July 31,”1gh} precss releaseX 32hok) .
refers to the, BLS Index as & "price ifaox" solely. Similarly, the
Iabor Information Service of the BL (July 194k Selected List of BI
publications and reports) refors t ‘the gy_s Index as follows:
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~9 ‘“quee. becsonalzedventee
=7 prices for housefurniehings accounted pr
"cipsily for a 0.4% increase betwesn mid—Arril.aggnk*‘
ey in the BIS Index of retail prices charged. wag )
eerners and lower-ealaried workers in lerge c*ties.,,.",
‘6-,
It can be seen from-this that ell refe"encetto the Blo
Index se & "cost of living" index basd boen complately dropped. This,
as noted, will ehortly be dona by t&e BIu in ite monthly release
on the mbveuent of the Index._’ . T
. . The Mitchell commttee Report o _' g ]
‘ ¢ d |
. The Mitchell Committee, ;n ‘te report, polnte out the
ressons for cecsing to refer-to the BLS Index &s & cost of living
index, and recommends such action. . Pertinent .passages from the .
 Mitchell Pegozt in this regard followz (The page references are to
' Part I.) : RN IR By T BT s b B g L o :
“ @ % ,'*},‘"— L
'Becuuee the BIS hae, for the mest p&rt, attempted
to meacure price chenge. QnLy, 1t seems highly desirable
to ‘{escrile ite index es a price index.  Such a deecrip~
tlon zight reduce the wldespread confusion that seems
to exiet concerning what the Bureau doee and doeg.not
try to measure." (Pase 8) , I'Q, 4.»u;q.ﬂ, '

U

A qdarterly or monuhly indel mafe 1n this way ie
an effort to MSABUr'E average’ chenges in ggicee that are
important to famglies n large citiee 11ving,on wagee .
and emall ealaries." (Page lO) CTI ﬁ--ﬂ\'i:;:t:
i - st
T (tne BIS *ndex) tried %o ehow clearly how one i
factor, ckenge in unit. prices, .and. thet facotr. onLy, .af~
fectoed the coet of 1living. . But the neme of - the Andex -
invited m;eunderstanding. Properla sreaking, it was.
an index of everece cnangee in rebail pr;ces.?f (Pa”e 10)

i moet peonle 'coet of liv*ng‘ means the amount
of money & family spends...Tbat 1nterpretat10a is B0 .
videgpread that we think the Bureau's 1ndex 13 nuenamed. :
(Page 18) “71 S il ; .‘e,' S TR P P ! e .
» g . |.' . - :
“The Techa*cal Committee ﬂoee, However, venture one
suggestion:s the index ehou¢d Le &iven a lees misleading :

name’“ (Page %O) o ‘4 . , " g ng B o __: A —".'

In eddltic todefining the BIp Index as "ﬂn index: Qf :
\erabe chenges in.x'etail_pr¢cee" the Mitchell Committee drews:the.
mtinction between ithe reiall price foctor in.the cost of ‘1iving
the "full cost ‘o 1iving\; Pertinent passages. in this regard
low; (”uge reie¢ nces are Sg Part 1.).
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T UIVIEI T Wo hive already mada
=Tharso "a valid 1f coet of living 18 take., i
“uie amount of mouey fomilies epend for the gocdvwud ser-
rices they bay.. The Fureau neverihas tried, and doed not
now try, to_.amscaure the coab‘*“’liﬁ% in t‘us sense.....

Puge 1h, e N oy
M“Z.f:— Tw"/ﬂ T -

*"‘“" ““Tho widespread opinion thet the BLS Iaﬁex rrroeely '
mnderstates the rise in cost of living 1s Justifiec, If coo’c.
of living is taken to meun the amount of money a family .
spends for the commodities 1t buys, Even careful house-
Wives seldom-distinguich esharply, bobtween this meaning and
sthe highly technical sense¢ in which the BIS uses cost of
‘1iving-~thédt ie, average change in the pricec of a list of
femily supplies: kept as constent as the charactcr of, the
supplios on t.ha msrket allows." Pag,e 21, - 3

{ = This Judgmen’c. of the Mltcholl Cormitteo was reafi’irmed
by Ir, Wesley C. Mitchell, after he read the CIO Study, 1a a letter.
to Harold J. Ruttenberg on-June 1k, 194k (copy wes sent to

Mr. William H. Davie at Dr. Miwheu's euﬂpeation). ‘Dr. Mitchell
said: $ -_‘ ay FEES K ; _

. -“This"rep’ort ('Liv»ing“_, Cc‘}s'{'ﬁ}t’:;’.iﬂ_WorId Wer ZfI, 1941-1944 1)
is unquestionably on improvemeni upon your. exceedingly. hur-
ried eerlier statement ('l'homas Fe!my Report) and merlts
carefui ¢onsideration... b

"First end most baaic, I take it t}mt jou aro t*r-yiug
"to find out what has been the 'increase in living costs'
since January 1941, As we mgreed et our lunchoon last
Saturday, the BLS makes no such atteapt. Vhile T believe
that you have dofined ‘the Bureau's elm pomewhal too
narrowly -on Page 27 (zrd paragraph, pege 23 of printed
. edition), 1t is clear“that:ita index i an endeavor
to. aecertaln, ng well aa may be under erceedingly
- difficult conditions, merely.the price factor:in 1living
coste, «That you get.a much more consldorable increase -
then the Bureau’'is nhtural and is not in itself a demonstra-
‘tion that the Bureau's result is incorrect, I°think that
. they have understated the Increese 'In their single factor,
' though by a mergin far aarrover the.n the diffex ence between
- their result‘. and yours.....'?-:,’" i

z -,\,v i
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The American tatistical Association

F s

1

The foregoint, represents an area of substantial agroement ar
the several groupa of experts. wao have iaquired into the subject
The Special Cormlttee of the American Statisticsl Association
 (Journal of ‘the AoA, Decem‘ber 1915, pa"es 5&8-589) 18 not exclude
for it founds "~ _ i
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Touw Ol l"“'l ie gzhires

e p:falb'cs the-use of & Thdex TalEes

s!ct~. <& .fect: -In-overy-day- speech families. ) :

% b thimi of their cost of living as the totel.-
an: nm’c. #‘qe‘y spend for consumer goode and services.
Sevaral Jitferent factors may cause such expenditures
to change. Thus, they may change because the wait
prices, of goods end services rise or fall, Aigain,
‘they mny ckange becauso familles are forced by cir-"
cumstances beyond thelr control to alter their manner
of 1living,.as.whea.the exigencies of wer wake somo
goods unavailable, Yot again, ‘they mey change be-,
cauge Tamlliee heve: experienced en iacrease in income
end can afford to buy more goods or botter go0ds.ie.-
(Seo Chapter Three,. ClO Study, on: immédiately pre-'j“
ceding sentence.)v_-k : E A

pAE:] ueed in tochnical statistical parlance, the

term tcost of living' bas applied only to the first
of the factors which determine family' expenditures;
that 1s, to-unit pricesr ‘The-cost of 1iving index: -
has uadertaken to measure only'this one factor.: Any
weo made of the index muct. keep this' limitation-in
mind. Many of the.difficulties which critics of the
index have encountered: arise from. forgettinb that -1t~
is designed to measure” only’ changes in rotail prices:
and trying to-use it for purposes to which it is not
sulted unless it ie supplemented by a number or ad~~
ditional statistical meaeures." o

e W ’ i “'4V e
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Thoe definition of the BIS Indet (referred to by Dr. Mitchell)

the CIO Study (page 28) follows.“ s

“"In summary, it may be said mbat the BIS Index

measures average changes in retail prices for a'- s
1934 -36 bill of goods. (slightly modified-to’ reflect
wartime .changzés ), for workers: in-a wmedlum Income
rauge, who live in large urban areae, %ho have not
moved to wer ceunters or changed their habite of buy-
ing or living,!who: carefully -corifine” their purchases”
to items priced by Bi; who never"eat out", who “are
able to avoid pwrchasing.above OPA ceiling: prices,
end who are a&ble to obtain articles of prewar-quality.
Even if the BLS Index 1s an accurate measure of this -
1limited concepd, 1t remains’ of no Value aé a mcaSure-
of wartime living,costs oo g 47 o S e Ty

. The definiti on!of the Index constructed‘in'the CIO btudy

e 17) follows?: . \
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Spes of changes which ha¥e"asri-.

~o: livings (1) changes in retall prices or
“epecified commodities and services; (2) shifts &
seveial-frpasinmsthe digird atica of purchases;’
(3) deterioration in quaiity.. A satiefactory in-
dex of living costs must tako*nz;--g__$=”“:tﬂ*%ze;;
.into.account,” : e

) Thue the BLS Indet ouly atbempta to coveﬁ 1tem ona
abov~;~and ﬂuring the war hus only succeeded purtiaaly
m-.,:._ e

. WIR otee1 Panol Report

, Lastly, the public membare of the War Iﬂbor Board Stesl
Panel (WIB Caso No. III-6230-D 14-1 ot al), after several months
of heerings, agree with the CI0, Mitchell Commlttes, BI», end the
Amarican utatietical Aesociation. They found° -

'; '-’"The BIS 1ndex indicatee average changee in retail
prices of selectod goods, rents and services bought by.
famllifes of: wage oarners and lowsr-salaried workers in
certain lurgo gltles: - It does not show the full wertime
'sfToct on-the.cost of living. of such factors es lowered
quality, disappearance of. lowepriced goods and forced - -
changes 1n housing aad eating away from home. It does
‘not measure changes iu toial living coata - the total
~emount families spend for living. 5 T
, i

"Although certain typea of reviaioue have beon
nmade by the BLS. to keep its index sbreast of the chang-
dng war economy, as an accurate index of retail pricec
nden. present conditliong it requires some upward re-
vision.: The emount of this revision hes been estimated .
by the Mitchell Committee at 3 to 4 points (3% to 43
in small cities), but the Panel does not state any
specific number:-of points because that would involve .-
making an estimete for which the Panel lacks: sufficient
data, and becauee the Panel haa made no. fleld studies. . ~

"In additicn, the BIS index 18 1nadequate a8 & measure
of: changes in the cost of living of wage earners in the
gense of reflecting necessary famlly expendiiures re«
~sult1m‘from1nyoluntary changes -in living habits. The
“Index point value of this. factor cennot be estimated with.
"any fair dearee of accuracy by this Panel, but thie factor
is real nevertheless.'.The BIS index was: not intended to
zeflect chanaes of thie chaxacber " '

The foregoing unanimity of opinion demonstrates the mer

of the CIO definltion of the cost of living, distinct from retail
prices. | . . . .

J
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SERVANTS. OF INDIA SOCIETY’ 'S LIBRARY
A POONA 4.

1, Books taken ftan the ’berary ‘may nctﬁ
- be retamed for jmore than a fortmght.::

2 Borrowets wxlI I:e held stnctly respomg;
_ sible for .any damage .done to book{'
whxle the books 2 are in their'possessiony



