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1 For privacy purposes, anyone today who earns an annual salary of $200,000 and above is recorded as having 
earned the mean amount of persons with similar socioeconomic characteristics in the CPS public use file.  This 
practice is called topcoding and amounts to a censoring of information on wage data for the small portion of people 
at this level of the earnings distribution. How we treat with top coded data is important particularly important for 
relative earnings analysis between disparate groups of people.  1-2% of Americans are topcoded in the CPS surveys. 
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According to the IRS, the top 1% of earners in the nation made $388,806 on average, and the top 10% made 
$108,904 in 2006.   
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2 This argument is fully developed in Goldin and Katz (2008).   
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3 The unemployment rate overall is 9.8%. 
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0#("?&*+$&3<$73%$&3//93#&*9'*'"/&3*&.94#'5&1"97K:$37&5"##$%$(&3/6&9/'<$7('*'$(&83(&34"9*&
bJ?UEJ&1"7&'/K(*3*$&7$('6$/*(&697'/%&ABBUKABBN&355"76'/%&*"&*+$&L3*'"/3#&!$/*$7&1"7&
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4 Enrollment by students under 23 years old and over 30 years old was 70% and 16% respectively in 2004. Source: 
U.S. Department of Education, National Center for Education Statistics, 2003?04 National Postsecondary Student 
Aid Study (NPSAS:04). 
5@8'$A'1.B.$:B&'%B$CDDC$&'4/&6$/1$68'$%2'&%3'$2%)B'$/E$%$;/))'3'$0'3&''$/2'&$/1'<.$)5E'65me estimates that high 
school graduates can expect to earn $1.2 million; holders of bachelor's degree, $2.1 million; and holders of master's 
degree, $2.5 million.   This implies that the average value of a 4-year degree is increased earnings income of 
$900,000 over a period of about 40 years.   
6 At the following interest rates, the NPV of 960,000 today, 40 years into the future is:  645,794 (1%), 435,454 (2%), 
294,754 (3%), 200,270 (4%), 136,577 (5%).    
7 Tuition and fees, 9,000 per year; books, 1,500 per year; trips and extra costs, 1,500 per month. Rent and food are 
excluded from these calculations since these are costs that you would have incurred whether or not one chose 
college over working. 
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