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Relation of the Directors to the Work and Publications
of the National Bureau of Economic Research

1. The object of the National Bureau of Economic Research is to ascertain and to
present to the public important economic facts and their interpretation in a scientific
and impartial manner. The Board of Directors is charged with the responsibility of en-
suring that the work of the National Bureau is carried on in strict conformity with this
object.

2. The President of the National Bureau shall Submit to the Board of Directors, or
to its Executive Committee, for their formal adoption all specific proposals for research
to be instituted.

3. No research report shall be published until the President shall have submitted
to each member of the Board the manuscript proposed for publication, and such in-
formation as will, in his opinion and in the opinion of the author, serve to determine
the suitability of the report for publication in accordance with the principles of the
National Bureau. Each manuscript shall contain a summary drawing attention to the
nature and treatment of the problem studied, the character of the data and their utilI-
zation in the report, and the main conclusions reached.

4. For each manuscript so submitted, a special committee of the Directors (in-
cluding Directors Emeriti) shall be appointed by majority agreement of the President
and Vice by the Executive Committee in case of inability to decide on
the part of the President and Vice Presidents), consisting of three Directors selected
as nearly as may be one from each general division of the Board. The names of the
special manuscript committee shall be stated to each Director when the manuscript is
submitted to him. It shall be the duty of each member of the special manuscript com-
mittee to read the manuscript. If each member of the manuscript committee signifies
his approval within thirty days of the transmittal of the manuscript, the report may be
published. If at the end of that period any member of the manuscript committee with-
holds his approval, the President shall then notify each member of the Board, request-
ing approval or disapproval of publication, and thirty days additional shall be granted
for this purpose. The manuscript shall then not be published unless at least a majority
of the entire Board who shall have voted on the proposal within the time fixed for the
receipt of votes shall have approved.

5. No manuscript may be published, though approved by each member of the
special manuscript committee, until forty-five days have elapsed from the transmittal
of the report in manuscript form. The interval is allowed for the receipt of any memo-
randum of dissent or reservation, together with a brief statement of his reasons, that
any member may wish to express; and such memorandum of dissent or reservation
shall be published with the manuscript if he so desires. Publication does not, however,
imply that each member of the Board has read the manuscript, or that either members
of the Board in general or the special committee have passed on its validity in every
detail.

6. Publications of the National Bureau issued for informational purposes concern-
ing the work of the Bureau and its staff, or issued to inform the public of activities of
Bureau staff, and volumes issued as a result of various conferences involving the Na-
tional Bureau shall contain a specific disclaimer noting that such publication has not
passed through the normal review procedures required in this resolution. The Execu-
tive Committee of the Board is charged with review of all such publications from time
to time to ensure that they do not take on the character of formal research reports of
the National Bureau, requiring format Board approval.

7. Unless otherwise determined by the Board or exempted by the terms of para-
graph 6, a copy of this resolution shall be printed in each National Bureau publication.

(Resolution adopted October 25, 1926, and revised February 6, 1933,
February 24, 1941, April 20, 1968, and September 17, 1973)



Contents

Acknowledgments xi
Foreword by Victor Fuchs xiii

Introduction 1

I. THEORETICAL ANALYSIS

1. Individual Acquisition of Earning Power 7

1.1 The Schooling Model 9

1.2 Post-school Investments: Individual Earnings Pro-
files 11

2. Distribution Analysis 24

2.1 The Schooling Model 24
2.2 Comparative Analysis of Earnings Profiles 28
2.3 Distribution of Earnings 32

2.3.1 Variances 32
2.3.2 Aggregation of Variances 36
2.3.3 Skewness 37

2.4 Mathematical Note on Skewness 39

II. EMPIRICAL ANALYSES

3. Schooling and Earnings 43

3.1 Quantitative Analysis 43
3.1.1 Grouped Data 45
3.1.2 Ungrouped Data 51

3.2 Some Qualitative Implications 59

4. Age and Experience Profiles of Earnings 64



viii CONTENTS

5. The Human Capital Earnings Function 83

5.1 Empirical Specification 83
5.2 Regression Analysis of Individual Earnings 89
5.3 Major Findings of the Regression Analysis 92

6. Analysis of Residuals: Distributions of Earnings Within
Schooling and Age Groups 97

6.1 Variances 97
6.1.1 Experience Profiles of Dollar and Log Vari-

ances of Earnings 98
6.1.2 Analysis of Marginal Variances of Earnings 102
6.1.3 Analysis of Log Variances of Earnings 103

6.2 Shapes of Residual Distributions 109

7. Random Shock, Employment Variation, and Aggregation 115

7.1 Human Capital Versus Random Shock Models 115
7.2 Variation in Employment as a Factor in Earnings In-

equality 119
7.3 Female and Family Distributions 121

7.4 Aggregation of Omitted Groups 125

8. Summary and Agenda 128

8.1 Summary of Findings 128
8.1.1 The Earnings Function 129
8.1.2 Accounting for Income Inequality 133
8.1.3 The Earnings Structure 134

8.2 Some Questions and an Agenda for Further Research 137
8.2.1 Ability, Opportunity, and Investment 137
8.2.2 Family Investment in Human Capital of Chil-

dren 140
8.2.3 The Distribution of Employment as a Com-

ponent of the Earnings Distribution 141

8.2.4 Further Elaboration of Earnings Functions 142
8.2.5 Toward a Fuller Analysis of Income Distribu-

tion 143

Bibliography 145
Index 149



Tables

3.1 Schooling, Average Annual Earnings, and Rates of Return,
1959 48

3.2 Short-cut and Standard Estimates of Rates of Return,
1939, 1949, 1958 50

3.3 Regressions in Overtaking Sets 53
3.4 Correlation of Log Earnings with Schooling Within Ex-

perience or Age Groups 57
3.5 Distribution of Years of Schooling, by Age Groups, 1959 60
3.6 Cohort and Cross-sectional Changes in Income Inequality,

AU U.S. Men, 1947—70 62
4.1 Estimates of Post-school Investments in Dollars and

Time-Equivalents per Person 73
4.2 Alternative Estimates of Post-school Investment Costs per

Person, 1939, 1949, 1958 74

4.3 Annual Growth Rate of Income of Men in Selected Age and

Schooling Groups, 1956—66 79

5.1 Regressions of Individual Earnings on Schooling, Expe-
rience, and Weeks Worked 92
Earnings of White, Non farm Men, 1959

6.1 Age Profiles of Dispersion 101

6.2 Age Profiles of Skewness 110

6.3 Inequality and Skewness in Marginal Distributions 112
7.1 Panel Correlations of Male Earnings, Based on Consumers

Union Panel, 1959 Survey 117

7.2 Weeks Worked in 1959, by Age and Schooling 121

7.3 Earnings Profiles of Women and Men, by Schooling, 1959 122
7.4 Husbands' Earnings and Family Income, 1959 126



Figures

1.1 Production of Human Capital
1.2 Earnings Profiles
2.1 Age Profiles of Investment Ratios 29

Charts
(all charts are for white, nonfarm men)

3.1 Schooling and Average Earnings, 1959 46
4.1 Age Profiles of Annual Earnings, 1959 66
4.2 Experience Profiles of Annual Earnings, 1959 67
4.3 Age and Experience Profiles of Relative Annual Earnings,

1959 68

4.4 Age and Experience Profiles of Relative Weekly Earnings,
1959 69

4.5 Experience Profiles of Average Hourly Earnings, 1959 71

4.6 Age Profiles of Decadal Percentage Changes in Income, by
Schooling Cohorts, 1956—66, and in Cross Section, 1956 78

6.1 Experience Profiles of Variances of Annual Earnings, 1959 100

6.2 Experience Profiles of Log Variances of Annual Earnings,
1959 104

6.3 Experience Profiles of Log Variances of Annual Earnings
of Men Working Year-round, 1959 105

6.4 Profiles of Relative Skewness of Annual Earnings, 1959 106

6.5 Fit of Annual Earnings Distributions to Normal and Log-
Normal 114


