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00O 0O OO O O Although not a problem in recent years, the logic for using cost of living as a paydeterminant is
both sunple and sound: when prices rise over time and pay does not, real pay is actually lowered. A pay increase
must be roughly equivalent to the increasedcost of living if a person is to maintain his or her previous level of real
wages. Forinstance, if someone earns $42,000 during a year in which the average rate ofinflationis 4 percent, a
$140-per-month pay increase will be necessary merely to maintain thepurchasing ability of that employee.
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