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The “Founders”

Malcolm Rory: Chief Statistician at AT&T 

Nahum Stone: Columbia PhD who translated 
some of Marx’ writings for his dissertation

1915 testimony to NY State Factory 
Investigating Committee re: minimum wage 
legislation 

Stone’s review of Scott Nearing’s Income
(1916, concluded labor’s share about 50% of 
national income) in the Intercollegiate Socialist



Scott Nearing’s Empirical Monograph



The Landlord’s Game (Lizzie Magie, 1903)



Wage Surveys (Pre-Income Tax) 



Example of Nearing’s Labor Share Calculations



NBER: Early Plans (1917)

Committee on the Distribution of Income

Mission: “meet a growing demand for a 
scientific determination of the distribution of 
national income among individuals and families 
… a knowledge of this distribution is of vital 
consequence in the consideration of almost 
every important political and social problem.”
Initial academic proponents: John R. 
Commons (Wisconsin), Edwin Gay (Harvard), 
Wesley Clair Mitchell (Columbia)



Launch of the NBER (1920) 

Support from corporate contributors, soon 
from Carnegie Corporation and Laura 
Spellman Rockefeller Fund

Diverse board of directors

Focus on creating data and answering 
important economic questions

No policy recommendations

Mitchell agreed to serve as first director of 
research (1920-1946, also thesis adviser for 
Simon Kuznets and Arthur Burns)



NBER Project #1: Measuring Income Distribution



Measuring National Income



Distributional National Accounts (c. 1920!) 



Evolution of Real Wages, 1909-1918



Detailed Income Distribution (tax return data) 



Careful Data Analysis

Attention to sources of error and to measures 
of uncertainty (pre-standard errors!)

Complaints about data: “the American income 
tax figures are less satisfactory than the 
British or the Prussian because of their 
relatively high exemption limit…”
Recognize issues: split of proprietor’s income 
between labor and capital, “gig” income

Estimate labor share of about 2/3rds, top 5% 
of households received 1/3 of national income  



Complaints about Outliers

“… it is desirable to use graphic methods …
but ordinary charts drawn on an arithmetic 
scale to not serve the purpose… if incomes be 
plotted along a horizontal line with 1/10th of 
an inch for each thousand dollars … 42 feet of 
paper are required to reach $5,000,000, and 
one income larger than that was reported in 
1918.”



Pareto Distribution for Top Incomes 



Nonlinear Budget Sets!  

Regarding the Pareto plots: “The lines are not 
straight.  They show “bumps” and “hollows” –
especially in the most reliable [income tax] 
data, that for 1918.”
“Pareto’s Law is seen to be a statement 
concerning the shape of a mere tail of the 
distribution…. Many distributions of very 
different types have tails as much like one 
another as the tails of the income tax data for 
different years.”



Income Inequality Measures: Lorenz & Gini



Conclusion 

Hats off to the CRIW, carrying forward the 
founding mission of the NBER

The research issues that animated the 1921 
study remain active and exciting

Many questions are the same, but the data are 
better, and the answers are more nuanced

Exciting future opportunities! 
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