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	The labor market returns to schooling decline and the returns to ability increase over the life-cycle. In this paper, I consider two models consistent with these facts. The first is a model of statistical discrimination on the basis of schooling and gradual revelation of ability over the life-cycle. The second, competing interpretation relies on on-the-job training. Building on earlier contributions, I develop a framework of employer learning that summarizes the speed at which productivity is revealed in a single parameter. This parameter can be estimated using the variation in the observed returns to schooling and ability over the life-cycle. The estimated speed of learning implies that firms learn quickly about individuals' productivity. Errors that firms make in predicting productivity decline on average by half within three years. As an empirical matter, how important is job market signaling in explaining the returns to education? The estimate of the speed of learning allows bounding the returns to signaling. Job market signaling contributes at most one-quarter to the life-cycle gains from schooling. The second interpretation of the observed interactions of experience with schooling and ability relies on human capital investments along the life-cycle. I show that the standard human capital model with on-the-job training can account for the observed facts. And, there is additional supportive evidence from observed formal on-the-job training: formal training measures are positively related to both schooling and ability, and formal training accounts for a substantial part of the observed interaction of experience with schooling and ability in earnings equations. 


