
    [image: SweetStudy (HomeworkMarket.com)]   .cls-1{isolation:isolate;}.cls-2{fill:#001847;}                 





	[image: homework question]



[image: chat] 
     
         
            .cls-1{fill:#f0f4ff}.cls-2{fill:#ff7734}.cls-3{fill:#f5a623}.cls-4{fill:#001847}.cls-5{fill:none;stroke:#001847;stroke-miterlimit:10}
        
    
     
         
             
             
             
             
             
        
         
             
             
             
        
    



0


Home.Literature.Help.	Contact Us
	FAQ



Log in / Sign up[image: ]   .cls-1{fill:none;stroke:#001847;stroke-linecap:square;stroke-miterlimit:10;stroke-width:2px}    


[image: ]  


	[image: ]    


Log in / Sign up

	Post a question
	Home.
	Literature.

Help.




econ referee report 3
[image: profile]
TripleW
[image: ] 
     
         
            .cls-1{fill:#dee7ff}.cls-2{fill:#ff7734}.cls-3{fill:#f5a623;stroke:#000}
        
    
     
         
         
         
         
         
         
         
         
         
    



hs_returns_referee_reports_1.pdf

Home>Business & Finance homework help>Economics homework help>econ referee report 3





09-May-2008 


  


Dear Trevon: 


  


Thank you for submitting your paper entitled "Factor Endowments and the Returns to Skill: New 
Evidence from the American Past" (manuscript # AEJApp-2008-0045, joint with Joseph Kaboski) to the 
American Economic Journal: Applied Economics (AEJ-Applied). I have now received two detailed referee 
reports on your paper. The reports are enclosed at the bottom of this message. 


  


As you can see in the reports, both referees think that you make a valuable contribution to an 
interesting question using the Thorndike data on teachers. Both referees also have, however, a number 
of reservations about the paper. On balance, neither referee thinks that you make enough of a 
contribution for a general-interest journal like AEJ-Applied. Referee # 1 thinks that your paper would be 
better suited for an economic history journal, while Referee #2 does not make any specific suggestion in 
this regard.  


  


I have also read your paper with interest as I think there is much to be learned about differences and 
changes in the return to education in the first half of the 20th century. In the end, however, I could not 
find enough reasons to go against the negative recommendations of the referees not to publish your 
paper in AEJ-Applied. So I regret that we will not publishing your paper in the Journal. 


  


Despite these disappointing news, I hope that you will find the reports useful for revising your paper 
prior to submitting it to another journal. The referees make a number of useful points that you could try 
to address, though I realize there are other points there is just little you can do about.  


  


Thank you for considering the American Economic Journal: Applied Economics  for the publication of 
your research.  I hope the outcome of this specific submission will not discourage you from the 
submission of future manuscripts. 


  


 


  








Reviewer(s)' Comments to Author: 


  


Referee: 1 


Comments to the Author 


This paper brings a new data source, the U.S. Commissioner of Education report in 1909 to examine the 
evolution of skill premium in the early 20th century.  The current standard is Goldin and Katz (2000) 
which utilizes the 1915 Iowa census to exprapolate pre-1940 inequality trends.  The question is whether 
Iowa is representative of the U.S. as a whole.  The main point of this paper is that it is not.  The new data 
introduced by the authors contain within occupation (within the set of secondary school teachers) 
return to schooling.   The strength of the data is that it includes states spanning different regions– 
California, Georgia, Texas, Illinois, Iowa, Ohio, and Wisconsin.  The authors’ main finding is that returns 
to schooling among secondary school teachers varied by region—they were smallest in California, 
somewhat small in Georgia and largest in Texas and the mid-western states.  The authors thus make a 
challenge to the basic Goldin and Katz (1999, 2000) characterization of the U-shaped pattern of the skill 
premium in the 20th century, with the skill premium falling during the first half and rising in the second 
half.  The pattern may be different if we focused on the South. Beyond this point, however, I am not 
sure that the paper has much to contribute.  In particular, it is not clear  what factors specifically 
accounted for these regional differences.   


The obvious drawback of the data is that it covers one narrow occupation.  This may not be an 
insurmountable problem in terms of examining prices, i.e. skill premiums, to the extent that workers are 
mobile across occupations.  However, the data are problematic when it comes to examining skill 
quantities in different regions.  For example, the mean years of schooling as shown in the summary 
statistics (Table 4) are very similar across regions.  The authors would obviously have to bring in 
information from other data sets to examine the education distributions. 


Currently, the authors’ main hypothesis is that the returns to education are heterogenous across regions 
and depend on the factor endowments.  This is too general a hypothesis to be interesting.  It would be 
better if the authors could take some steps to show systematically which factor endowments account 
for differences and to quantify these differences.  Distinguishing between current and pre-existing levels 
of factor endowments would be the first step.  Holding demand constant, relative abundance of 
educated workers would drive down skill prices—that appears to be the main difference between 
California and Texas, for example.  However, past levels of human or physical capital may induce 
invention and adoption of skill-biased technology along the lines suggested by Acemoglu (QJE 1998).  
Some economies may  have both higher relative wage and employ greater relative quantity of educated 
workers.  This seems to be the main difference between the Atlantic South (Georgia) and the Midwest 
(Illinois, Ohio, and Wisconsin).  The authors should start by presenting measures of relative quantities of 
workers by education category in different states in 1909.  It may be possible to impute stocks based on 
the enrollment numbers in table 2 or the authors may be able to find another data source.  Taking into 
account relative wage and relative quantities, the authors can back out implied demand for educated 








workers by region (a table such as table 1 in Acemoglu (JEL, 1998) or Autor, Katz, and Krueger 
(Handbook of Labor Economics, 1998)).  In the next step, the authors can see if the implied demand 
measure is correlated in any systematic fashion to pre-existing factor endowments—such as share of 
educated workers or amount of capital in 1890 or 1900.  The “directed technical change” story in 
Acemoglu (QJE 1998) would suggest that demand for skill is positively related to pre-existing level of 
human capital. Some quantification along these lines would greatly improve the paper.   


On another note, I think the key potential contribution of this paper is in providing a comparison to 
Goldin and Katz (1999, 2000).  If they could utilize the 1910 Iowa Census, that would help make the case 
that Iowa is different from other regions. The authors should use similar measure of skill to Goldin and 
Katz such as the return to high school or college degree rather than the Mincerian return to schooling.  
The authors should compare returns to high school education from their data, returns to high school 
among secondary school teachers in the 1910 Iowa census, and the overall returns to high school 
education in the Iowa census.  To the extent that returns to high school degree for teachers are similar 
to the overall return,  they can make the case that the differences are due to regional coverage.  


  


  


  


  








Referee: 2 


Comments to the Author 


Summary of the Paper 


  


This paper provides evidence on the returns to education early in the twentieth century by using 
information on the salaries of high school teachers in 1909 from six different states.  The estimated 
returns to education are higher in those states with larger relative capital endowments.  The author/s 
interpret this finding as evidence that factor endowments played an important role in the returns to 
education during a period of skill-biased technological change.    


  


Main Comments and Suggestions  


  


Given the transformation of the US economy in general and of human capital in particular in the first 
four decades of the twentieth century, the assessment of the level and drivers of the returns to 
education is of great importance.  Prior to the 1940s, most of the evidence currently available is 
obtained from one single state, Iowa.  Thus, the author/s expand on this important topic by providing 
evidence for a set of states.  Moreover, they explore the role of factor endowments in determining 
returns to education.  While I believe that the endeavor is valuable, the implementation is not entirely 
satisfactory and, ultimately, the evidence presented is not convincing. 


  


(1)     Estimating returns to education 


  


-       To circumvent the lack of data on earnings, education, and experience for workers in different 
occupations, the authors use similar evidence for high school teachers.  An important issue is whether 
the level and behavior of the returns to education estimated for high school teachers are indeed 
representative of those of the broader population.  The paper provides a model and robustness checks 
to that effect, but I found these unconvincing.  


  


-        First, the model is very simple and the authors are not explicit about the strong assumptions that 
lead to the comparative statics being the same for high school teachers and for the entire population.  A 
more general model that considers alternative outside options for high-skilled workers would not 
necessarily lead to the same predictions.  The author/s would benefit from taking a closer look at 








Lakdawalla’s NBER WP #8263 for an interesting elaboration on the quantity-quality trade-off for 
teachers.   


  


-       A more important point is that, although the comparative statics relative to factor endowments 
may be similar, the model is mute about the relationship in the level of the returns to education for 
teachers and other workers.  The contribution of this paper would be much broader if the author/s 
could convince us that the estimated level for teachers is a fair indicator of the returns to education 
more broadly.  The main pieces of evidence are presented in Figure 1 and Table 9, which are too rough 
and simple for such an important point.  One would like to understand the differences in the levels and 
trends between teachers and workers in Figure 1 much better.  Are the returns similar within states? 
Also, the authors could collect information on wages for elementary, high school, and college educators 
and compare each with the overall trends and to trends by education level for the overall population.  I 
suspect that Lakdawalla’s story became relevant for teachers of differen 


t education levels at different points in time.  To reflect changes in the quality of teachers, one would 
want to estimate the returns to education by cohort as well.   


  


-       In their several papers using the Iowa Census, Goldin & Katz have emphasized that these data are 
representative for the whole country in 1915.  Since the author/s‘ estimates show great variation across 
states and are much lower than the 10% return estimated for Iowa, they should address these 
differences.  One possibility is that Iowa is not representative; however, it could be that teachers are not 
good proxies for workers earlier in the century.  The author/s may claim that the 10% return for Iowa is 
driven by differences in endowments.  Even so, if the author/s cannot dispute the representativeness 
claim made by Goldin and Katz, one may wonder about the selection of the 6 states included in 
Thorndike’s report and how representative the data for these six states are. 


  


-       The author/s claim that Thorndike’s data are fairly accurate and representative of the respective 
states.  The paper would benefit from a short appendix providing more detailed evidence to support this 
claim.  First, they should explain why the report only includes these data for these six states.  Also, the 
number of teachers included for each state is very different – which fraction of the high school teachers 
were sampled for each state?  How do the statistics provided in table 4 compare to aggregate statistics 
for the entire state (perhaps possible to measure using the Biennial Surveys of Education)?  Goldin has 
emphasized that undercount is a very serious problem in earlier data –the author/s should convince us 
that this is taken into account in their data. 


  


-       The author/s mention that the data constructed by Thorndike are unique.  However, several 
researchers (Robert Margo more prominently) have used individual data on the salaries, gender, 








education, and experience of teachers earlier in the century from state and city annual reports from the 
departments or commissioners of education.  These earlier works should be acknowledged in the paper 
(Margo has looked at the return to education for teachers by gender, for example), and the incremental 
value of using Thorndike’s data should be explicitly addressed.   Moreover, the author/s could 
complement their evidence by hand collecting data for other states and cities, to the extent that it is 
available (Houston and Kansas, for example, have the same type of information at different points in 
time, and one could use it to study changes over time as endowments evolve). 


  


-        City and state reports may also help to get a sense of the fraction of teachers that were also 
administrators (page 20). 


  


-       It is not clear whether the authors have adjusted teachers’ wages by differences in cost of living 
across states.  Interpreting the differences in returns across states is highly problematic if they have not 
done so, particularly during that period of time. 


  


- Goldin (NBER WP # 4762) emphasizes that most of the return to high school education from 1910 to 
1940 was achieved by switching from manufacturing to service jobs.  Why is it, then, that the 
productivity of workers and the technology in the manufacturing sector used in this analysis are the 
relevant measures of factor endowments?   


  


(2)     Relationship of factor endowments and returns to education 


  


-       Given the scarcity of information on the returns to education and on factor endowments early in 
the twentieth century, the paper needs to do a better job at explaining why studying the relationship 
between returns to education and factor endowments in that particular period is important.  Arguably, 
their model applies to any period.  More recent episodes of skill-biased technological change may 
provide a better environment to test their hypothesis.  


  


-       My main concern with the paper is that the author/s can not directly test the main question of 
interest as stated in page 2: the extent to which differences in factor endowments effect the return to 
education during the first era of skill biased technological change.  The main piece of evidence provided 
is that the estimated returns to high-school teachers are higher in states that seem to have higher 
capital intensity (measured by a variety of technological endowment factors in Table 3).  But many 
alternative state characteristics could explain all or part of the differences in the returns to education.  








Some likely candidates are income, inequality, the cost of education (Becker’s model of human capital 
indicates that the returns to education should be larger for a higher cost of schooling for a given 
discount rate), etc.   While the provided evidence is somewhat suggestive of a potential correlation, it is 
hard to get even a ballpark idea of the fraction of the differen 


ces in returns accounted for differences in endowments.  One would want to (at least) have information 
by county on salaries and endowments to be able to control for a whole set of observables, including 
state fixed effects, as opposed to just looking at the variation in salaries separately for each state. I 
wonder if the author/s could, as corroborating evidence, provide this type of analysis using county level 
information from the Iowa Census of 1915. 


  


-        In footnote 6 the author/s acknowledge that the interpretation of their findings relies on the 
assumption that the supply of skills in is slow to adjust and, thus, the level of skills in an area in a point in 
time is fixed.  While in general this argument may have merit, it is strange to argue that endowments 
are exogenous at a time of massive immigration and industrialization. 


  


Minor Comments and Suggestions 


  


        The current introduction lacks focus and could improve greatly from rewriting.  The author/s only 
get to the question that they are posing by the end of page 2 –this should be in the first paragraph.  


  


        If Thorndike’s report includes information on teachers’ age, it would be a good idea to repeat the 
analysis using cohorts.  Because of the changes in the nature of high school education at the time, 
younger teachers may have been of higher “quality,” better suited for teaching mathematics, science, 
etc.   


        In table 2, the author/s use enrollment rates as a measure of educational endowment, but 
graduation rates may be equally or even more important.  Are these not available?    


In page 8, the author/s use literacy as another indicator of the variation in educational endowments 
across states.  An extensive literature has argued that this is at best a very coarse measure of literacy 
during earlier census.  This caveat should be acknowledged in the text. 


        The paper has a very large amount of typos, both in the text, in the equations, and in the tables.  
This needs to be corrected.  Proposition labeled #3 is really #4, and #4 is really #5; proposition #3 is only 
recorded as 1 (page 13). 
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