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Prefatory Note

This volume of the Fiftieth Anniversary Series contains the proceedings
of the Human Resources Colloquium, which was held on the campus of
Clark College, Atlanta University, Atlanta, Georgia on May 13, 1971.
We are indebted to those members of the Bureau’s Board of Directors
who served on the committee to plan and coordinate the session:
Charles H. Berry, Wallace J. Campbell, Eugene P. Foley, Marion B.
Folsom (currently not a Board member), Eli Goldston, Vivian W.
Henderson, Harry W. Laidler (deceased), J. Irwin Miller, Boris Shish-
kin, and Lazare Teper. We wish to acknowledge, too, the splendid
cooperation of the faculty of the Department of Economics at Clark
College, who contributed substantial time and effort to ensuring the
success of the Human Resources Colloquium. Finally, we are grateful
to Ester Moskowitz, Hedy D. Jellinek, and Ruth Ridler, who prepared
the manuscript for publication.
GaRry S. BECKER
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Foreword

Economists have been aware of the effects of education and training on
earnings and productivity ever since Adam Smith’s comment that °
man educated at the expence of much labour and time to any of those
employments which require extraordinary dexterity and skill may be
compared to one of those expensive machines. The work which he
learns to perform, it must be expected, over and above the usual wages
of common labour, will replace to him the whole expence of his educa-
tion, with at least the ordinary profits of an equally valuable capital.” *
We need only note here the statements by McCulloch, that “man him-
self should . . . be considered as forming a part of the national capi-
tal”; 2 of Marshall, that “the most valuable of all capital is that invested
in human beings”; 3 and of Fisher, that “the ‘skill’ of a mechanic is not
wealth in addition to the man himself; it is the ‘skilled mechanic’ who
should be put in the category of wealth.” *

Yet, prior to the mid-fifties this awareness was not used to develop
a major tool of analysis.’ Investment in human beings was largely ig-
nored in the discussions of economic growth, labor incomes, inequality
in personal income distribution, international comparative advantage
and specialization, savings and investment, unemployment and job turn-
over, or consumer expenditure patterns.

All this changed dramatically in the fifties, stimulated largely by
a few puzzles and paradoxes that, as Schultz rightly emphasizes, con-
tribute so much to advances in economic thinking. Studies largely at the
National Bureau ® showed that the growth in labor and capital as con-

1 Wealth of Nations, p. 101, Modern Library Edition. Of course, Petty’s cal-
culations of the money value of a human being preceded Smith’s work.

2 See his The Principles of Political Economy, Alex Murray & Son, 1970,
p. 66. I owe this reference to B. F. Kiker's “The Historical Roots of the Concept
of Human Capital,” Journal of Political Economy, October 1966.

3 See his Principles of Economics, Macmillan and Co., 1938, p. 564.

4 See his The Nature of Capital and Income, Macmillan and Co., 1930, p. 9.

5 The one exception is the important study by Milton Friedman and Simon
Kuznets Income from Independent Professional Practice, NBER, 1945.

6 See, for example, Moses Abramovitz, Resources and Output Trends in the
United States Since 1870, NBER, 1956.
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ventionally measured failed dismally in explaining the growth in per
capita incomes during the twentieth century in the United States. Or,
contrary to expectations from factor-endowment trade theory, the United
States apparently exports labor-intensive and imports capital-intensive
goods.” A giant, yet in retrospect obvious, step in resolving both puzzles
was the recognition that labor cannot be measured simply by man-hours
since trained persons are more productive than other persons. Thus, the
United States exports goods that use relatively large amounts of skilled
labor, and the true labor input in the United States grew much faster
than man-hours because investment in education and other training grew
rapidly.

In the last fifteen years the analysis of investment in human capital
has developed from these modest beginnings into a major field of study
responsible for a significant breakthrough in.our understanding of eco-
nomic behavior. Its vitality is attested to by more than 1,000 entries in
Blaug’s bibliography of writings on the economics of education alone,
by the prominence of economists in the National Academy of Education
(chartered in 1965), by the proliferation of courses and research cen-
ters, by the demand for new Ph.D.’s with this specialty, by chapters in
the annual reports of the Council of Economic Advisers, and by recog-
nition from quarters initially hostile.

Any field that develops so rapidly is bound to take on trappings
of a fad since much of the work is necessarily mechanical, repetitive,
and of embarrassingly low quality. The analysis of investment in human
capital has certainly had these trappings, and some critics are patiently
waiting for the balloon to burst. Although periods of digestion and slow
advance are inevitable, I am confident that this field will continue to
grow rather than diminish in importance. My confidence results from
the close ties of the kind already mentioned between theoretical devel-
opments and discussion, and empirical data and problems. This intimate
relation of theory and observation has built a solid foundation that can-
not easily be torn down or ignored.

What about future developments? Schultz gives an excellent dis-
cussion of the demand and supply considerations that determine the
course of any economic research. He also offers a wide-ranging and
insightful set of research opportunities on human capital provided by
public and private demands for information, unsolved economic puzzles,

7 See Wassily Leontief, “Factor Proportions and the Structure of American
Trade: Further Theoretical and Empirical Analysis,” Review of Economics and
Statistics, 38, 1956, p. 386.
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and advances in economic theory and empirical work. My own crystal
ball says that the major breakthrough during the next decade will come
in the application of human capital analysis to behavior in the nonmar-
ket sector, an application also stressed by Schultz.

Practically all studies of the effects of investment in human capital
have dealt with earnings, unemployment, occupation choice, and similar
market decisions. Yet, education, for example, also affects whom one
marries, the number of one’s children and the amount invested in each
child, labor force participation, health, expenditure patterns on goods
and services, whether and how one votes, and many other dimensions
of nonmarket behavior. Recent developments in the theory of the alloca-
tion of time and household production functions provide the tools for
a rigorous analysis of the effects of human capital in the nonmarket
sector. Before this decade is over we will have, I venture to guess, reli-
able and valuable estimates of the effects of human capital on non-
market rates of return and productivity, and of the variety of changes
in household decisions and expenditures of time and goods that are
induced by a change in human capital.

GARY S. BECKER
The University of Chicago
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