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College/high-school log relative supply, 1963-2008
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Figure 2 Source: March CPS data for earnings years 1963-2008. Labor supply is calculated using
all persons aged 16-64 who reported having worked at least one week in the earnings years,
excluding those in themilitary. The data are sorted into sex-education-experience groups of two sexes
(male/female), fiveeducationgroups (high schooldropout, high schoolgraduate, somecollege, college
graduate, and greater than college) and 49 experience groups (0-48 years of potential experience). The
number of years of potential experience is calculated by subtracting the number six (the age at which
one begins school) and the number of years of schooling from the age of the individual. This number
is further adjusted using the assumption that an individual cannot begin work before age 16 and that
experience is always non-negative. The labor supply for college/high school groups by experience level
is calculated using efficiency units, equal to mean labor supply for broad college (including college
graduates and greater than college) and high school (including high school dropouts and high school
graduate) categories,weightedbyfixed relativeaveragewageweights for each cell. The labor supplyof
the ’’some college’’ category is allocated equally between the broad college andhigh school categories.
The fixed set of wageweights for 1963-2008 are constructed using the averagewage in each of the 490
cells (2 sexes, 5 education groups, 49 experience groups) over this time period.

further thereafter. Second, the past three decades notwithstanding, the college premium
has not always trended upward. Figure 1 shows a notable decline in the college premium
between 1971 and 1978. Goldin and Margo (1992) and Goldin and Katz (2008) also
document a substantial compression of the college premium during the decade of the
1940s. A third fact highlighted by the figure is that the college premium hit an inflection
point at the end of the 1970s. This premium trended downward throughout the 1970s,
before reversing course at the end of the decade. This reversal of the trend in the college
premium is critical to our understanding of the operation of supply and demand in the
determination of between-group wage inequality.

The college premium, as a summary measure of the market price of skills, is affected
by, among other things, the relative supply of skills. Figure 2 depicts the evolution of
the relative supply of college versus non-college educated workers. We use a standard
measure of college/non-college relative supply calculated in “efficiency units” to adjust


