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Data on differentials i n the costs of l i v i n g of 
the various States have long been needed. As 
Federal-State programs have been developed, 
under the Social Security A c t and other legislation, 
to cope w i t h social and economic problems, the 
need has become more acute. I n cooperation 
with other Federal agencies, the Social Security 
Board is exploring the possibilities of developing 
new data in this field. 

Several Federal agencies collect data regularly 
on retail prices in the States and compute indexes 
of costs of l i v i n g . The Bureau of Agr i cu l tura l 
Economics publishes a periodic index 1 of prices 
paid by farmers for commodities used in fami ly 
living, and the Bureau of Labor Statistics issues 
periodic indexes 2 showing retai l prices i n selected 
cities and changes in urban l i v i n g costs. The 
Works Progress Admin is t ra t i on published a study 3 

for 1935 on urban differentials which supplement
ed the Bureau of Labor Statistics studies. N o 
Federal agency, however, had published State 
differentials for either rura l or urban populations, 
and the obvious di f f iculty of combining r u r a l 
and urban data has impeded efforts to develop 
composite State indexes of costs of l i v i n g . 

A t the suggestion of the Social Security Board , 
the Bureau of Agr i cu l tura l Economics consented 
to process its unpublished data on prices of goods 

purchased b y farmers for l i v i n g , provided t h a t 
some technical assistance could be furnished by 
the Board . As a result an index was constructed 
showing State differences i n such prices as of 
M a r c h 15, 1938, and has recently been published 
by t h a t Bureau. 4 

I n the compilation of the State indexes the same 
commodities and weights were used as i n the D e 
partment of Agriculture 's U n i t e d States index 
of prices paid by farmers for commodities used i n 
l i v i n g . The value of this fixed market basket 
of consumer's goods, at U n i t e d States average 
prices for M a r c h 15, 1938, was taken as 100. 
These commodities include 94 selected foods, 
c lothing, household supplies, furn i ture and f u r 
nishings, fuels, automobiles, and other i m p o r t a n t 
commodities purchased for use i n r u r a l l i v i n g . 
The State averages of commodity prices used i n 
constructing the index were compiled f rom reta i l 
price data reported f rom more than half the 
counties of the U n i t e d States; these data are 
obtained periodically f rom cooperating retailors 
throughout the U n i t e d States as a par t of the 
regular report ing service of the Bureau of A g r i 
cu l tura l Economics. I n devising the State i n 
dexes, the consumption weights for ind iv idua l 
commodities and for commodity groups based on 
budgetary proportions were kept constant for a l l 
States. 

The result ing index, therefore, reflects only 
actual differences i n prices paid by farmers. The 
basic price data, however, do reflect existing d i f 
ferences i n the qua l i t y of articles bought i n various 
parts of the country , as each respondent was asked 
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to report on the type of each commodity "usual ly 
so ld" to farmers i n his local i ty . Since farmers 
make many purchases i n large towns and cities, 
prices i n these centers are included i n the averages. 
I n computing the U n i t e d States average price for 
each commodity , the rat io of State f a r m popula
t i on to t o ta l farm populat ion and other factors 
were used State by State as weights for the basic 
price data. T h e index of prices paid by farmers 
for articles used i n l i v i n g (1910-1914=100) is 
already widely known through i ts use, i n combi 
nat ion w i t h prices of product ion goods, by the 
Department of Agr i cu l ture i n the analysis of the 
relationship of prices received by farmers for 
their products sold on local markets to the prices 
which farmers pay for commodities purchased. 5 

As is true of the Bureau of Labor Statistics index 
also, changes i n weights are pending at the t ime of 
w r i t i n g , and new weights based on 1935 consump
t i on studies are i n the process of development. 

5 U . S. B u r e a u of A g r i c u l t u r a l E c o n o m i c s , Index Numbers of Prices Paid 
by Farmers for Commodities 1910-1935. ( M i m e o g r a p h e d ) 1935. 

Chart I.—Differentials in prices paid by farmers for family living, as of March 15, 1938 
[ U n i t e d S t a t e s average = 100] 

T h e new index marks a small b u t important 
step i n the problem of measuring variations among 
States i n the costs of l i v i n g . Ac tua l differences 
i n l i v i n g costs are affected, of course, by variations 
i n the quantit ies of the several articles purchased 
by consumers as wel l as by differences i n price. 
T h e index, however, discloses price differences 
bo th by regions, as indicated i n table 1, and by 
States, as shown i n chart I . This chart indicates 
State differences as shown b y broad groups and 
also as measured by the index number for each 
State. 

Table 1 shows index numbers by regions. I f 
these regions are grouped roughly into three 
geographic groups—the far West, the N o r t h , and 
the South—certa in interesting relationships stand 
out . T h e highest prices were paid i n the far 
West, t h a t is, i n Nevada, Cal i fornia, Montana, 
Arizona, and Washington. I n other words, States 
which lie re lat ive ly long distances f rom main 
sources of supply pay, i n general, high prices for 
many commodities. Prices nearest to the average 



were paid main ly i n the States i n the region of the 
Great Lakes. 

Table 1.—Regional differences in prices paid by farmers 
for commodities used in living 

[ U n i t e d S t a t e s a v e r a g e = 100] 

R e g i o n I n d e x Region I n d e x 

New England 
107 East S o u t h C e n t r a l 93 

M i d d l e A t l a n t i c 103 West South Central 96 
East N o r t h C e n t r a l 100 Mountain 110 
West N o r t h C e n t r a l 102 P a c i f i c 114 
South A t l a n t i c 94 

P a c i f i c 114 

Source: B u r e a u of A g r i c u l t u r a l E c o n o m i c s . 

Higher prices were paid i n the predominant ly 
urban or industr ia l regions than i n the predomi
nantly rura l South. The lowest prices were paid 
in the Old S o u t h — i n Alabama, Arkansas, Georgia, 
Kentucky, Mississippi, South Carolina, and T e n 

nessee, i n the order named. I n using these d i f 
ferentials, one factor to be kept i n m i n d is t h a t 
" t h e difference i n the average q u a l i t y of m a n y 
articles purchased * * * is a reflection of 
variat ions i n the customary mode of l i v i n g . The 
Southeast is a region of low fami ly income where the 
farmer must sacrifice grade and q u a l i t y for a low 
per u n i t cost of his purchases." 6 I t is hoped t h a t 
a further analysis of available mater ia l , covering 
an entire year, may be made i n order to determine 
whether or not the State differentials are affected 
by the seasonal factor. Research which aims a t 
refinements i n the techniques used is now i n 
progress. I t is felt , however, t h a t the index should 
provide a useful tool i n the development of meas
urements for further analyses of State economic 
differences. 

6 U . S. Bureau of Agr i cu l tura l Economics. Press release, op. c i t . , p . 23. 


