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Introduction Berry, Fording, and Han

The variation in the purchasing power of IndexMethodo
the U nited States dollar occurs over time n their 2000 studvi IS

. . n elr stuay an elr
gnd _across geographical locations, Berry, Fording ancl HEECHEN
including not only states but also stage estimation procedure to de
counties and metropolitan areas. A level cost of living index for the U

method to consistently account for these In the first stage, they develop
diverging price levels is essential for model e_ftir_nating the ) efrelctt_of
research and policy applications, yet no 22&?&";@'2&9&2@ da’éplpc(’ggz e
inde x that accounts for longitudinal sub - CPI is calculated utilizing BLS
state cost of living exists. This study data for 259 Standard Metropolit
furthers the work of Berry, Ford, and Areas (SMSA) and Nonmetro
Hanson (2000 ' and 2004 ?) by present ing Regions ( NMUR) i n

CPI value to reflect variations b

the results of a new annual cost of living in purchasaIEEEE

index applied to the sub  -state level and,

in particular, to ~ South Carolina. They utilize this SaiEIE—

NMURs between 1970 and 20
the regression model:

Background CSA-CPI = by + bLIMHV;

The most widely used reference  for cost + b, In(PCliy) +
of living is the Consumer Price Index + BNE; + b 5MI
(CPI) .® The CPI is constructed based on + by(CPIUS, X
the cost of a basket of goods and

services. The foundation of the method + G(CRIEEEE
makes it accurately measure the r eal + by(CPIUS ¢ X
cost of living in an area. At the + bio(CPIUS , X

subnational level, h owever, the CPI only where i representsitheli i

covers major metropolitan  areas. denotes the year. MHV is the
Furthermore, when the Bureau of Labor value by area and year fro
Statistics  ( BLS) began  computing B ur e aAnterscan Housing Su
subnational CPIs in 1967, it fixed the area population , and PCIiSip

NE, MIDW, and WEST are categ

value of these |nd|c_es at 100, des pite the to capture regionalicRE R
fact that purchasing power was not living variations. Finally, CPIUS i
identical throughout the United States at CPI included to capture nation

cost of living.

' Berry, W., Fording, R., and Hanson, R. ( 2000) AAn Annua In the second stage, the resulti

Cost of Living Index for the American States, 1960 1995, 0 values are used in conjunction wi

The Journal of Politics , 62:2,550 -67. values for median housing valu

2Berry, W., Fording, R., and Hanson, R. (2004). An Updated - :

Cost of Living Index for the American State s: 1960 -2003. mcome’. a.nd populationSiGEEE

Retrieved 12/21/2008, from http://webapp.icpsr.umich.edu. cost of living values.

% Produced by the US Department of Labor, Bureau of Labor

Statistics .
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that time. Thus, the CPI provides
accurate comparisons over time but not
across metropolitan areas.

Another frequently used measurement is

the ACCRA Cost of Living Index  (COLI). *
Like the CPI, the ACCRA COLI is built
using a basket of goods and services
method, and it only provides coverage

for select metropolitan areas throughout

the U nited States. Because a limited
number of items are included in the
index, C2ER notes th at differences

between participating areas should not
be considered exact. ° Furthermore,
municipalit ies  participate  voluntarily
causing the areas participating in each
guarterb6s index to
result, the ACCRA COLI cannot provide
any longit udinal measure of purchasing
power.

vary

Methodology

This study extends the Berry, Fording,
and Hanson (2000 and 2004) research
(see Box) by applying their estimated
coefficient values obtained in the first
stage of their methodology to sub - state
level data for median housing values, per
capita income, and population  to
generate cross -sectionally adjusted CPI
(CSA-CPI) estimates by county.
Population and per capita income values

6

4 Produced by the  Council for Community and Economic
Research (C2ER) , formerly named the American Chamber of
Comme rce Research Association ~ (ACCRA).

5 Council for Community and Economic Research (2008).

ACCRA Cost of Living Index, COLI Data Interpretation.

Accessed 12/21/08.  http://www.coli.org/Interpretation.asp.

® Berry et. al. exclude Alaska and Hawaii from their analysis
due to unusual cost  -influencing factors, including physical
distance, low population (Alaska), and unique housing

demand (Hawaii).

the Census Bureau
and Bureau of Economic Analysis
respectively . Since state and

metropolitan median housing values are

only available in the decennial C ensus
years, the missing median housing
values are estimated based on Census
data and regional data rep  orted in

C e n s uAsnérican Housing Survey. It is
assumed that the state and metropolitan

median housing values increase at the
same rate as the regional values increase.
The American Housing Survey only

are obtained from

the

reports in odd -numbered years.  For even
years, m issing regional data are

estimated by linear interpolation. These
county -level CSA -CPI estimates provide

the \t&pability fo MtBmpareA Both &ross -
sectional and longitudinal cost of living

measures across geographies and over
time. For each year, the United Sta tes
CSA-CPI is the average of each st at

individual CSA -CPIs for that same year.

Finally, in order to identify an individual
ar e adbAa-CPI relative to national level
for a given year , the Annual Cost of

Living Index (COLI) is defined as the
ratioofthe ar eads ann@PatbtheCS A
national CSA -CPIl. The annual national

CSA-CPI is simply the average of all
count i esC®IsfGr&a given year.

Results
First, the state Annual Cost of Living

Index for 2006 is presented in Table 1.
These results update the original state
results developed by Berry et. al. In

addition, per capita income by state as
well as the per capita income adjusted by
the cost of living factor is presented.
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South Carolina ranks 43 " among the 48

contiguous United  States in per capita
income for 2006. " Once adjusted for the
cost of living, South Carolina moves up

to 32 ™. Figure 1 displays the statewide

living factor.
COLI for each South Carolina county.
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Figure 2 displays the Annual

Table 1 : Annual Cost of Living Index by

2006 (US =1.00)

State ,

: Annual _PCI Adjusted PCI
data in a map of the states . The Annual State coL| 3 T s T
COLI can be interpreted as a gauge of United States 1.00  $36,714 - $36,714 -
the amount of money required to //:'?bama 232 :giggg 357’ :ggggg Llé
. . .- rizona . y ,
maintain a set standard of living. Thus, Arkansas 0.80 $28.473 46 $35.725 28
in South Carolina, only 86% of the California 1.39 $39,626 8 $28,508 46
. . . | 1.2 491 1 1,517
average national cost is required to gg:rfgg;’cut 1_33 223'722 10 238’328 399
maintain the same standard of living : Delaware 103 $39,131 11  $37,844 14
Florida 0.89 $36,720 18 $41,492 3
. Georgia 0.90 $32,095 34 $35,543 30
In addition, the Annual COLI can be ,dahf 101 $20920 42  $29.683 44
trans | at e d t o measur e t Hinois , 0.99 $38,409 1& $38,836 10
powerd of a | ocaPlihagng or [SPnian 0l o see
power refers to the effective value of Kansas 088  $34799 21  $39,544 7
H R Kentucky 0.84 $29,729 44 $35,561 29
mone_y in terms of the ) quality and Louisiana 0.84 $31,821 38 $37,973 13
guantity of goods and services that can Maine 104  $32095 34  $30950 41
be purchased with it Inverting the T e | oL e e —"
Annual COLI provides this measure of Michigan 004  $33788 24  $35983 27
purchasing power, thus states and m?n"_eswa_ 832 :ggggg 4112 iii’;‘ﬁ 3*1
. . .. SSISS . , y
regions with lower cost o f living values Miccoor . T
have higher purchasing power. For South Montana 099  $30,790 40  $31,007 40
Carolina, the effective purchasing power Nebraska > :gg'ggg 2 :gg'ﬁj o
is $1.16. & That is, the average value of New Hampshire ~ 1.18 $39,753 7 $33,660 35
; New Jersey 1.29 $46,763 2 $36,250 24
$1 across the United States can pu_rchas_e New Mexios T W R T
$1.16 worth of goods and services in New York 119 $44,027 4 $37,060 19
North Dakota 0.88 $32,763 29 $37,273 17
. Ohio 0.90 $33,320 25 $36,981 20
Table 2 provides the 200 6 values of the Oklahoma 080  $32,391 30  $40,590 5
Annual Cost of Living Index for all South S(re?\?]zglvania i-(l)g :22222 is :ggégg ‘2‘1
Carolina counties as well as the state. Rhode Island 118  $37523 16  $31826 37
Beaufort is the only South Carolina gouf:gakfot“”a 828 :ggggg ‘3‘2 :ggﬂg g;
. ou akola . y y
county that exceeds the national average. Tennessee 0.86 $32.172 33 $37.584 15
Additionally, each coun T_exzs _ 080  $35166 19  $43,793 1
. . Utal 1.15 $29,406 45 $25,482 48
income is reported, as well as the per Vermont 111 $34871 20  $31520 38
capita income adjusted by the cost of Virginia 097  $39540 9  $40,637 4
Washington 1.25 $38,212 15 $30,570 43
West Virginia 0.81 $28,206 47 $34,995 31
7 South Carolina  ranks 45 ™ in unadjusted 2006 per capita Wisconsin 0.94 $34,405 23 $36,446 23
income among all 50 United States. Alaska and Hawaii were Wyoming 1.02 $40,655 6 $39,741 6
seXd“de_d for reasons previously described by B_err}/ et. al. ~ Source: Per Capita Income  from Bureau of Economic Analysis
1/(ngggt)|ve Purch asing Power for South Carolina: $1.16 = Local Area Personal Income series
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Figure 1: United States Annual Cost of Living Index, 2006
(US =1.00)
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Table 2: South Carolina Annual Cost of Living Index by County , 2006 (US =1.00)

County Annual COLI PCI Adjusted PCI County Annual COLI PCI Adjusted PCI
Abbeville 0.81 $23,172 $28,714 Hampton 0.79 $22,668 $28,876
Aiken 0.85 $29,912 $35,399 Horry 0.92 $27,809 $30,162
Allendale 0.75 $22,509 $29,853 Jasper 0.84 $26,247 $31,135
Anderson 0.84 $27,955 $33,399 Kershaw 0.87 $30,067 $34,719
Bamberg 0.79 $21,991 $27,943 Lancaster 0.80 $21,497 $26,905
Barnwell 0.79 $21,900 $27,617 Laurens 0.81 $25,155 $31,171
Beaufort 1.24 $41,724 $33,567 Lee 0.76 $21,601 $28,274
Berkeley 0.85 $27,069 $31,996 Lexington 0.90 $33,645 $37,342
Calhoun 0.85 $30,810 $36,247 Marion 0.82 $21,610 $26,386
Charleston 0.97 $36,326 $37,449 Marlboro 0.78 $21,608 $27,881
Cherokee 0.81 $23,682 $29,419 McCormick 0.75 $20,661 $27,585
Chester 0.79 $26,310 $33,220 Newberry 0.83 $25,160 $30,350
Chesterfield 0.78 $23,208 $29,602 Oconee 0.89 $29,715 $33,463
Clarendon 0.82 $22,350 $27,256 Orangeburg 0.80 $25,528 $32,030
Colleton 0.81 $24,550 $30,234 Pickens 0.86 $25,591 $29,722
Darlington 0.81 $27,361 $33,613 Richland 0.87 $33,157 $38,111
Dillon 0.77 $21,916 $28,462 Saluda 0.84 $27,603 $32,861
Dorchester 0.89 $27,408 $30,761 Spartanburg 0.84 $28,261 $33,684
Edgefield 0.85 $24,620 $28,965 Sumter 0.82 $26,242 $32,199
Fairfield 0.82 $25,427 $31,161 Union 0.79 $25,320 $32,091
Florence 0.84 $30,334 $36,026 Williamsburg 0.77 $21,038 $27,287
Georgetown 0.95 $32,524 $34,236 York 0.94 $31,657 $33,749
Greenville 0.91 $33,460 $36,932 South Carolina 0.86 $29,767 $34,573
Greenwood 0.83 $26,529 $31,924 United States 1.00 $36,714 $36,714
Source: Per Capita Income  from Bureau of Economic Analysis , Local Area Personal Income series
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Figure 2 : South Carolina  Annual Cost of Living Index by County , 2006
(US =1.00)
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Note: The Annual COLI can be interpreted as a gauge of the amount of money required to maintain a set standard of living. Thus, in
Richland County, only 87% of the average national cost is required to maintain the same standard of living.
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