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Inflatlon What s In A Numher"

Reports that “Prices are up by
12 percent” or that “Inflation is
are certainly
frlghtenmg to most Americans —
inflation is a serious problem.
But many people don’t clearly
understand the nature of this
economic “skyrocket” or its
effects-on individual lives.

The measure most frequently
used to indicate the bekavior of
the prices consumers pay is the
Consumer Price Index, compiled
by the Bursau of Labor Statis-
tics. The CPI is designed to re-
flect the change in prices of a
“marketbasket’’ 0f goods and
services. This marketbasket is
composed of some 400 items
typically purchased by wage
earners and clerical workers in 53
urban areas. The national Index
can naturally reflect a price level
different from the price levels in
the individual cities which are
surveyed.

The Consumer Price Index was
developed originally to give labor
leaders a tool in wage negotia-
tions. Its blanket applicability to

- all members of American society

is questionable.

Beginning in April, 1977, the
Bureau plans to issue two in-
dexes — the CPI and a new,
broader index which will cover
prices typically paid by all urban
households, including pro-
self-employed,- un-
employed and retired workers, jn
addition to the wage-earners and
clerical workers covered in the
CPL

The Bureau is also revising the

CPI to reflect changes,ﬁlke new
products and quality differences,

in what consumers are purchas-

ing. This revision of the market-
basket of goods and services will
itsell influence the level of the
CPI.

However, these changes in in-
dexing still will not reflect what
happens to a family’s cost of

living when the family changes -

its purchases week to week to
avoid items whose prices have
risen rapidly.

The narketbasket seeks to re-
flect an average range of pur-
chases — but if your purchases
differ from the Bureau’s
“average,” the effect of inflation
ori you will obviously differ. If
you haven’t drunk milk since
you were a teenager, the rise in
the price of milk may not affect
your budget at all. If, on the
other hand, you buy quarts and
quarts of milk for your family, a
rise in milk prices may throw
your budget even more out of
line than the CPI suggests.

© Based on the statement — “the

cost of living has risen 12 percent .

in the last month computed on
an annual basis” — it’s impossible
to tell how much inflation .is
really costing you.

If a family, alarmed at the
announced rate of inflation,
modifies its spending habits,
some of the cost of inflation may
be avoided. One family generally
buys bacon once a week — but
when it costs over a dollar a
pound, the husband or wife who
is shopping may decide to do
without the bacon. If the family
doesn’t purchase bacon until it
costs less than a dollar again —
has the family suffered mone-
tarily from the price rise of
bzcon? _

If, in the same family, the wife
is outraged at the cost of child-
ren’s clothing and sews a ward-
robe for her preschooler to wear
to nursery schoe!, she manages
to avoid the high price of child-
ren’s clothes. How much has the
family suffered from inflation in

the price of children’s clothing? - .

A family may also question a
long-planned purchase of a large
item like a new car because of
the rise in car prices. The family
may decide to purchase a more
rcasonably priced used car, and
although the family may not pur-
chase as good a car s they
wanted, they may at least pay
what they had originally planned
for their purchase.

All these changes in plans and
actions reflect not only a few
dollars re-allocated but real, hard
decisions about how families and
individuals are going to spend
their time‘and money. The fact is

- that inflation, like most other

facts of economic life, can sub-
Continued on page 4
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‘New England Update

MASSACHUSETTS

A summer economic education
workshop will be held June
26—July 5 at the Center for
Economic Education at Tufts
University. Cost will-be $40. For
further information contact:
George Watson, Lincoln Filene

Center, Tufts University, Med-
"~ ford 02155,

Two section meetings ‘at the
Fifth Annual Regional Confer-

ence of Social Studies Teachers;

held in Boston, April 3-6, dealt
with economics in the classroom.
"Over 60 teachers attended the
"workshop, “Should there be
economic growth?” given by
Frank Keetz of Bethlehem High
- School, Delmar, NY. Another 60
teachers attended Paul Tedesco’s
description of the use of the case
study method and local historical
cases for developing decision-
making skills. Tedesco, who
teaches at Mortheastern Univer-
sity, is conrdinator of the Bus-
iness, History and Economic Life
Program (BHelp). The goal of
BHelp is to strengthen the pre-
sentation of economic life within
the social studies curriculum.

NEW HAMESHIRE

Social studies teachers from
Kearsarge Regional High School,
Newport High School and Suna-
pee High School will be involved
in a bricf training program and a
feasibility study for implemen-
ting carcer and economic edu-
cstion 'into their curriculum,
With financial assistance from
" the New Hampshire Council on
Economic Education, the
teachers will field (est economic
units in their classrooms this fall
and then evaluate the program.

VERMONT

The need for economic educa-
tion was raised during discussions

E TC the Fifth Aqnual_ Marketing °

" |(Where workshop information is not listed and for further information, contact

- fnoney and banking education.

-The gas shortage forced the can-
cellation of further Waterbury
sesstons but the ‘Education
Committee is attempting to
schedule more meetings at Water-
bury and throughout the state.

Day, “Marketing Is Innovating,”
sponsored by the Vermont Bank-
ers Association, Inc., May 1 in
Fairlee, VT. Jean A. Hubner of
the Vermont National Bank des-
cribed a pilot program of the”
VBA Education Committee in
Waterbury, VT; teachers and
bankers gathered at Waterbury
for a half-day seminar to discuss"

Readers are invited to use The Ledger as a
forum to share news about their experiences
in economic education. Write: Mary Jane
Coyle, Editor, The Ledger, Public Services,
Federal Reserve Bank of Boston, 30 Pearl
. Street, Boston 02106 or call: '(617)
426-7100 X474. .
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Datelines -
Economic Education

FALL ECONOMIC EDUCATION WORKSHOPS

a nearby center or council.)

Connecticut Joint Council on Economic Education, Edward L. Ilamblin, Box
U—32, Univetsity of Connecticut, Stdrrs 06268, (203) 486-3323.

Connecticut — Hartford, 39 Woodland St., Rm. 211, Hartford 06105, (203)
522-1736. .

Center for Interdisciplinary Creativity (formerly Center for Economic Educa-
tion), Southern Connecticut State College, Jere W. Clark, 501 Crescent St.,
New Haven 06515, (203) 397-2101, workshop “The American Economy,”
registration — August 22-23, '

Maine Council on Eéunoinic Education, Arthur M. Johasen, 22 Coburn Hall,
University of Maine, Orono 04473, (207) 581-7067. ' .

Economic Education Council of Massachusetts, Edward N. McMillan, Linéolnn
Filene Center, Tufis University, Medford 02155, (617) 528-5000, courses as
listed for Massachusetts Centers for Econom_ic Education.‘

Center for Economic Eduéation, American - International College, Robert
Hemond, Gordon Morrill, Springfield, MA 01109, {413) 737-5331, threc in-
‘service economic education workshops. - o ‘

Center for Economic Education, Boston University, Kenneth Sheldon, School of|
Education, 765 Commonwenlth Ave., Boston 02215, (617) 353-3253, four
in-service economic education workshops in Malden, Belmont and Somerville.

Center for Economic Education; iSaiem State College, Henry A. Lucas, Salem
01970 (617) 745-0556, one in-service consunier education course. i

Center for Eéohomic Educdtion,. Tufts Univeréity, George Watson, Lincoln] -
Filene Center, Medford 02155, (617) 628-5000, two ‘in-service economicl
educction courses. ' ‘ '

Center for Economic Education, Worcestci: State College, Paul O’Neil, Worcester
01602, (617) 756-5121, one in-service economic education course.

New Hampshire Council on Economic Education, Clifford Thatcher, 111 Troy
‘ Rd., Manchgster 03101, (603) 622-8291.

Rhode Island Council for Economic‘Education, Fhude Istand Cdllege,.thh M.
Sapinsley, Providence 02908, (401) 831-6600, “Economic. Issues in
Consumer Education,” pre-registration deadline — June 20. :

2

Greater Hartford Council on Economic Education, Paul W. Coons, University of|] =~
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Pholographs (top to bouom) Fourth

graders at Memorial School in Burling- -

ton (MA) participated in a film-making
project of Route 128. This truck is
one of many which pass the sign near
Memorial School, ‘“South 128.”

Q i also viewed Burlington Mall
EMCslrucuon just off Route 128.

Aruitoxt provided by Eric

The
Innovatwe
Classmom

TEACHERS FILM ROUTE 128
FOR ECONOMIC STUDIES

Two Burlington (MA) elemen-
tary school teachers have been
using nearby Route 128 as a rich
and varied teaching tool for
economics. Connie Ryan and
Diane Bond, who team-teach
fourth grade students at
Memorial School have filmed 15
three-minute reels of Route 128
and Boston to show their
students.

In one reel, 20 fourth graders
walk several blocks from
Memorial School to a Route 128
on-off ramp to view the many
different kinds of trucks which
use the highway to deliver their

goods and services quickly and-

efficiently.

In another reel, Ms. Ryan and
Ms. Bond drove along Route 128
filming the various industries in
their area — Squibb (pharmaceu-
tical products), Raytheon (elec-
tronics etc.) Houghton-Mifflin
(publishing) and Polaroid
(photographic equipment) are
just a few shown. They also
focused on a local shopping cen-

ter, Burlington Mali, with which

the’ children are familiar, and the
motels, construction, radio
towers ;and industry which
surround it. .

The eight  millimeter films
werc made to accompany a unit
on Massachusetts which is
studied in the fourth grade.
Originally the teachers wanted to
rent buses so the children could
ride. on Route 128 and discuss
what they saw. However, funds
were not available for buses; and
they decided to substitute the

film-making project.

“Now the film is so personal —
the kids see themselves,” Ms.
Ryan said. But they also identify

with the places which are shown
"4 _

"] various sources and is published during

in the movies. Some of the
children live "in the apartments
which are shown and many of
the children’s parents work for
companies that are shown in the
movie, she explained.

Films were also made of
Boston’s health, educational and -
cultural facilities and Massport’s
busy waterfront to add another
dimension to the students’ un-
derstanding of the economics of

their area.

Multi-
Media

Grade level code: Capital ktters (E—J—
H—C) after each item indicate grade levels
for which the materials are most appro-
priate: E—elementary school, J—junior high
school, H—high school, C—college.

You Hawve a Right to Know,
(H—C), 44 pages, 16 brief articles
giving basic consumer infor-
mation about banking services.
Includes bibliography, 1974.
Write: The Boston Five Cents
Savings Bank, Ten School St.,
Boston 02108, free.

Today’s Economic’s — Case
Studies for Student Under-
standings, (H), 64 pages. Deals -
with topics such as- scarcity,

- prices and profits, the market
. system

in brief form with
questions for discussion. Xerox
Education Publications, Educa-
tion Center, Columbus, Ohio
43216, 50 cents.

The Ledger compiles information from

the school year as a public service by the
Federal Reserve Bank of Boston. In-
clusion of news about economic educa-
tion should not necessarily be construed
as an endorsement of specific programs
by the Bank. Matcrial contained herein
does not-necessarily reflect the views of
the Federal Reserve Bank of Boston or
the Board of Governors. Copies of this
newsletter and a catalogue of other
educational publications, films and
published research information may be
obtained free of chaige by writing Public
Information Center, Federal Reserve
Bank of Boston, 30 Pearl Street, Boston
02106 or by calling (617) 426-7100
X657.




Inﬂat_ion Continued from page 1

stantially affect how you decide
to live.

However, inflation does not
mean that every item you pur-
chase is necessarily more expen-
sive that it has been at any other

time in the past. As the supply of"

chickens change in the market,
for example, chickens may cost
close to a dollar a pound or less
than half a dollar a pound. Vege-
tables and fruits continue to re-
flect the seasonality of their pro-
duction — swhen they are har-
vested  and supply is high, the
price is apt to be lower than it is
at other times of the year.

Nor does inflation mean that
every price rise you d¢ cxperi-
ence is unjustified. Some pro-
ducts improve in quality and so
cost more — but they may be
worth the extra cost. A wash and
wear shirt, for example, may be
morc expensive than shirts in the
past but casier care and longer
life may well be worth the added
cost. . :

Inexpensive, new products
may replace older, more expen-
sive oncs; acrylic swenters (which
somc may consider “better” be-
cause they can be tossed into the
washing machine and dryer in-
stcad of hand washed and laid
out to dry like woolen sweaters)
may bring down the cost of this
type of clothing. Savings on the
newecr swcaters can then be
applied to pay for other clothes
which may have risen in price —
the total paid for clothes thus
may remain the same. -

Changes in taste may also de-
creasc personal spending. Where
slacks and blazers were “manda-

tory” for college-bound students

in the past, jeans may now
suffice and relieve pressures on
the clothes budget (even though
the price of jeans may have
risen!)

However, -in  examining the
effects of inflation, it’s impor-
tant to keep in mind that a belief
that inflation will continue may
& ~'p to insure that, in fzet, it will
FRJCntinue. Inflation tends to

Aruitoxt provided by Eic: .

Consider Tootsietoy . . .

“...If you don’t think this has been an inflationary year, consider
Tootsietoy, said to be the oldest continuing toy line in the
country. The price of the smallest of the little metal cars — they
range from two and a half to eight inches long — recently went up

to fiftcen cents, having held at a dime since 1906. ... The price
reportedly went up because the toys are die-cast of a zinc alloy

- (“They’re dic-hard because they’re die-cast” is the company’s

slogan) and the price of zinc has gone up from sixteen cents a
pound to seventy in the last two years. If anybody at your house
wants to know how that happened, you could engage in a little
pairless pedagogy. Some of the nation’s zinc factories turned out
to be serious polluters of their neighborhoods and, faced with the
prospect of new environmeatal-protection regulations, went out of -
business. Others, not liking the prices assigned to them under
Phase I, II and IIi, cut down on production, according to the toy
company, and by the time it started buying overseas the dollar had
been devalued [making foreign products more expensive]. So
there you have ecnvironmental, domestic, and international

economics in a nutshell — or rather in a Tootsictoy.”
—The New Yorker December 10, 1973

accelerate when many people
belicve that inflation causes cach
price risc and that no matter
what an item costs today, it will
be more cxpensive tomorrow.
What happens if a businessman
begins to function with this
frame of mind?

A busintssman may not, for
example, fight demands for
higher wages and higher prices

- for raw muterials as much as he
might have in the past, unless he

thinks beyond a simple percent-
age figure of price inflation. He
may be encouraged not to buy as
carcfully as he did in the past,
figuring that whatever he buys
will rise in its dollar value in the
near future and make his inven-
tory more valuable — at lcast on
his account books. The business-
man’s belief in the inevitability
of inflation may thus raisc his
costs, and increased costs may
result in his raising the price

consusiiers pay for- his product.

And what if the same business-
man takes out a larger loan than

"he needs sooner than he needs

thc money because he figures
that he can repay in cheaper

~ dollars? His actions will add toa

demand for loans and may force
interest rates to levels which
signal that a high rate of inflation
cxists — when, in fact, it should
signal that the businessman
thinks therc is high inflation.

The effects of inflation on
business and individiils, should
be considered in more particular
terms than the CPI’s overall per-
centage figure may suggest at
first glance.

Inflation hurts everybody —
but “who” and ‘“how much” it
hurts depends upon inflation’s
clfect on the prices of the
specific  things cach individual
buys.



