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How Increasing College Access 
Is Increasing Inequality, 
and What to Do about It

Anthony P. Carnevale and Jeff Strohl 

Introduction

In the postindustrial economy, educational attainment, especially post-
secondary educational attainment, has replaced the industrial concept 

of class as the primary marker for social stratification. In particular, in the 
post–World War II era, access to postsecondary education has become the 
salient mechanism driving access to middle-class earnings and status.1 

Our own analysis of data from the Current Population Survey (CPS)2 
shows that high school dropouts and high school graduates who do not 
attain postsecondary education are losing their middle-class status. 

In 1967, only half of the nation’s high school dropouts were concen-zz

trated in families within the bottom two deciles of family income. By 
2004, more than 60 percent of high school dropouts lived in such 
families.
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In 1967, 25 percent of the nation’s high school graduates who did zz

not attain postsecondary education were concentrated in families in 
the bottom two deciles of family income, and almost 69 percent were 
in families in the middle five deciles in family income. By 2004, more 
than 37 perecent of high school graduates were in families in the bot-
tom two deciles of family income, and the amount in the middle five 
had dropped to 52 percent.

People with some college or an associate degree have lost some 
ground, but they have done much better in holding on to their middle-class 
status than high school graduates and dropouts, and among those who left 
the middle-class, rougly equal shares have moved up or moved down.

In 1967, 21 percent of people with an associate degree or some col-zz

lege were in the bottom two deciles of family income; this increased 
to 26 percent by 2004. But over the same period, the share in the 
upper three deciles of family income increased from 11 percent to 18 
percent.

People with baccalaureates or graduate degrees either have stayed in 
the middle class or have moved up into the top three income deciles.

In 1967, 66 percent of people with baccalaureates were in the middle zz

five deciles of family income and 22 percent were in the top three 
deciles. By 2004, 50 percent of baccalaureates were still in the middle 
five family income deciles and more than 36 percent were in the top 
three income deciles. 

In 1967, 57 percent of people with graduate education were in fami-zz

lies with incomes in the middle five deciles and 32 percent were in 
the upper three deciles. By 2004, 37 percent of people with graduate 
education still had incomes in the middle five deciles and 57 percent 
were in the upper three deciles of family income.  

Because of its growing strength as the arbiter of economic oppor-
tunity, postsecondary education has become the preferred and the most 
effective economic leveler, serving as an engine for mobility. For example, 
almost 20 percent of adults with a college degree who are the children of 
a parent in the bottom 20 percent of the income distribution end up in 
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the top 20 percent of the income distribution, and there is a 62 percent 
chance they will be middle class or higher.3 

As is often the case, regarding the equalizing effects of education, 
the public was the first to know. Experts still contest the notion that 
everyone needs at least some college in order to make it in today’s 
economy,4 but the train has already left the station with the general 
public on board. The belief that access to postsecondary education is 
indispensable to success, like high school used to be, is widespread 
among the public, and the notion that there are alternatives is in rapid 
decline.5 The vast majority of Americans believe that access to post-
secondary education is crucial for successful careers, and that no one 
should be denied access to college because of cost. And despite rising 
costs, more than three-quarters of high school graduates now give 
college a try, increasing college enrollments more than fourfold since 
the 1950s.

But our nation’s progress on postsecondary access has been bit-
tersweet. Postsecondary enrollments are increasing, but the rate of 
increase has slowed significantly since the 1980s. Graduation rates 
have declined. Moreover, access to a college education and the 
completion of it have become more stratified by race, ethnicity, and 
socioeconomic status (SES). Americans can tolerate a lot of inequality 
compared with people of other nations, but only if everyone has a 
chance at upward mobility. But both economic mobility and educa-
tional mobility seem to be slowing with each generation.6 More than 
30 percent of whites and nearly 50 percent of Asians have earned 
baccalaureate degrees, compared with only 18 percent of African 
Americans and  12 percent of Hispanics. Our own analysis of the 
National Educational Longitudinal Survey (NELS) shows that only 
7 percent of high school youth from the bottom quartile of SES, as 
measured by parental income, education, and occupational status, get 
baccalaureate degrees.7  

Our mixed performance suggests that we have been underinvest-
ing in postsecondary education and training since the early 1980s, 
and virtually all the underinvestment has come in the less-selective 
tiers of four-year colleges and among community colleges.8 Moreover, 
there is substantial evidence that we have been disinvesting in public 
postsecondary institutions relative to private institutions.9 

Our postsecondary system expanded dramatically in the post–
World War II era, but at the same time it became less productive, 



74	 Rewarding Strivers

less fair, and less competitive in the global race for human capital 
development. The rate of increase in postsecondary enrollments lost 
momentum in the 1980s and completion rates declined from 50 
percent to 45 percent. Virtually all the decline in completion came 
in the less-selective four-year and community colleges where most 
students enroll and the spending per student is lowest. In addition, 
it seems clear that no more than a third of declining completions are 
due to student preparedness. At least two-thirds of the decline can be 
explained by lack of institutional resources in the lower-tier four-year 
colleges and community colleges.10 

Ever since the 1980s, postsecondary access, persistence, and 
completion in the United States have fallen further and further behind 
the demand for postsecondary educated workers.11 As a result, earn-
ings inequality between those with at least some college and those 
with a high school diploma or less has spiked, and we increasingly 
have become a nation of “postsecondary haves” and “postsecondary 
have-nots.”12 

The growing inequality in opportunity between postsecondary 
haves and have-nots has been accompanied by a simultaneous strati-
fication within the college-going population itself. The increasing 
stratification is due, in part, to the rationalization of the domestic 
postsecondary selection system and its ability to sort students nation-
wide.13 Following World War II, students with high test scores—a 
group that previously had gone to schools locally—increasingly 
attended schools all over the country. Throughout the post–World 
War II era, growth in postsecondary enrollments has become more 
integrated into a nationwide sorting system, differentiated by a hier-
archy of test-based admissions requirements. With students no lon-
ger tied to their local area, there has been a growing divide among 
postsecondary students by years of instruction, the mix of general 
education and occupation-specific training, and per-student spend-
ing.  

In addition, postsecondary growth in the United States is no lon-
ger keeping up with the postsecondary expansion in other advanced 
economies. America still leads the world with an average of 12.5 years 
of schooling for its population.14 The United States is still number one 
in baccalaureate production among the Organisation for Economic 
Co-operation and Development (OECD) nations,15 but the United 
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States has fallen to seventh in high school graduation rates, the crucial 
preparation for postsecondary access and success. In addition, America’s 
postsecondary performance has not improved in decades, and the United 
States is quickly losing ground due to rapidly accelerating increases in 
postsecondary attainment in virtually all the other OECD nations. The 
United States is twenty-second in attainment below the baccalaureate 
level. As a result of its poor performance below the baccalaureate  level, 
the United States ranks seventh in total postsecondary performance. 

Most disturbing is the fact that America is dead last in the rate of 
increase in both postsecondary attainment at the sub-baccalaureate level 
and in baccalaureate attainment. And it is last by a lot. Only the United 
States and Germany have postsecondary attainment increases in the 
single digits. And the Germans are hampered in their OECD ranking 
because their apprenticeship programs are not fully counted as part of 
the postsecondary system. The other twenty-nine OECD nations have 
been increasing baccalaureate attainment and overall postsecondary 
attainment at double- or triple-digit rates.16 

Moreover, the steady drumbeat of bad news for the United States 
on international achievement tests shows that American students are 
still behind in terms of what U.S. students actually know and can do. 
America consistently is ranked low in all the international tests of edu-
cational achievement in reading, math, and science, as well as in work-
based skills and literacy. 

It is news to most Americans that other advanced economies have 
surpassed them in sub-baccalaureate attainment, are running faster and 
catching up at the baccalaureate level, and have overtaken and surpassed 
American students in tested achievement. Until recently, the United States 
led the world in the democratization of educational attainment and 
achievement. The U.S. education system grew faster than anywhere else 
because of its fragmentation, its flexibility, and its forgiving entry stan-
dards. Over the past two centuries, America’s market-driven education 
system encouraged innovation and flexibility in response to new chal-
lenges. It allowed growth from the bottom up, drawing on a wide variety 
of public and private funding sources. It also discouraged the dangers 
of central government control over the education of American youth. 
Education in America grew by the accretion of a diverse array of public 
and private investments and an equally diverse array of public and pri-
vate purposes. Religion, for example, played an early role in prompt-
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ing basic literacy in order to read Bibles, Torahs, and catechisms so 
as to ward off false prophets. In the Jacksonian era, literacy became 
necessary in order to read the news and participate in a populist 
democracy and the opportunities that came from a booming frontier 
moving west. Governments chipped in for particular purposes along 
the way by providing educational land grants as part of the westward 
expansion. In the post–World War II era, when we moved toward a 
mass postsecondary system, the federal government continued the 
laissez-faire system of expansion and funding by empowering stu-
dents with grants and loans for college with very few strings attached 
in choosing providers. 

The flexible, fragmented, and forgiving American education 
system made the United States the global leader in democratizing 
education: first in elementary education, then in secondary, and more 
recently in postsecondary education. But the postsecondary expansion 
began to slow in the 1980s. The fragmentation of the American sys-
tem that once encouraged growth and access may have matured to the 
point where it now discourages growth and access.  The highly frag-
mented PreK–12 system led to wide differences in resources and qual-
ity throughout the PreK–16 system. The wide differences in resources, 
for example, results in lower student-teacher ratios, less counseling, 
and fewer student support services, all of which affect access to post-
secondary education. Many of those less advantaged students who do 
run the PreK–12 gauntlet fail to complete college because they face 
an even more unequal distribution of  resources in the two-year and 
four-year college system than they faced in the PreK–12 system. In the 
end, fragmentation leads to an inefficient use of resources because it 
does not match resources to marginal increases in quality and comple-
tion. Fragmentation also encourages a very high correlation between 
educational spending and student family income, resulting in a high 
concentration of students who are least prepared for college work and 
who do not enroll in college or who become enrolled in institutions 
with the least resources to help them.

By way of contrast, centralized governments shaped the educa-
tion systems in many of the other OECD nations. The centrally funded, 
governed, and administered higher education systems limited postsec-
ondary growth and access, but invested heavily in all students, includ-
ing those in non-college apprenticeship tracks. As a result, when these 
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more-centralized regimes finally decided in the 1970s that they needed 
to build a mass postsecondary education system, they had the benefits 
of central funding, governance, and accountability systems that allowed 
them to expand rapidly and deliberately in a cost-effective manner. 

As a result, America is falling behind in the global race for human 
capital development.17 Postsecondary enrollments and completions in 
the other advanced nations are growing much faster than in the United 
States; at their current pace, those nations likely will expand their lead at 
the sub-baccalaureate level and eventually overtake the United States in 
baccalaureate attainment. 

To be clear, we are not arguing for a centralized, European-style sys-
tem. Centralizing educational authority is tempting for efficiency’s sake, 
but rigid at best and dangerous at worst. Centrally controlled systems 
tend to be inflexible, unresponsive to diverse missions, and downright 
dangerous if central authority gets captured by the authoritarian visions 
of either the left or right. But it does seem apparent that we have moved 
into a period when the historical advantages of our market-driven sys-
tem have become a mixed blessing. Our laissez-faire system has inspired 
overall growth in postsecondary access, institutional innovation, and 
quality. But the rising costs in the most selective tiers has helped drive up 
prices for high-quality four-year postsecondary education overall. The 
rising per student costs of selective, high-quality postsecondary education 
has limited growth by absorbing resources that could have been spent to 
expand the overall number of students served in the less selective post-
secondary education institutions, especially community colleges. We are 
building a postsecondary system polarized by race, ethnicity, and class 
and a mismatch between resources and need. The rising tuitions charged 
in selective colleges have pushed once-affordable quality education 
beyond the reach of the vast majority of Americans, including hundreds 
of thousands of high school graduates who are qualified for selective col-
leges but cannot afford them. Our forgiving PreK–12 standards have left 
many other students unprepared for college or learning on the job. In 
addition to the problems of skyrocketing costs and uneven quality, our 
postsecondary education system has become increasingly stratified even 
as access grows. The fragmentation of financing and governance in the 
postsecondary system into thousands of relatively independent public 
and private institutions makes it difficult to control costs or to promote 
consistent quality. 
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The American postsecondary system more and more resembles a 
dual system, with half of the annual enrollments concentrated in 
what the Barron’s rankings18 call the “competitive” four-year colleges 
and the other half of annual enrollments concentrated in community 
colleges and other sub-baccalaureate institutions at the bottom of the 
distribution of selectivity. This bi-modal distribution of enrollments 
is connected in the middle by declining enrollments in the group of 
schools that Barron’s calls “Less” and “Non-Selective” four-year col-
leges (see Figure 3.1). This polarization of the postsecondary system 
is doubly concerning, because it mirrors the parallel concentration 
of white students and students from affluent families at the top and 
a concentration of African Americans, Hispanics, and students from 
low-SES families at the bottom.19 

Figure 3.1 Postsecondary Enrollments, by Type, 1994 and 2006

Source: National Education Longitudinal Study: Base Year through Fourth Follow-Up, 
1988–2000 (Washington, D.C.: U.S. Dept. of Education, National Center for Education 
Statistics, 2000); The Education Longitudinal Study of 2002: Base Year through 
Second Follow-Up, 2002–2006 (Washington, D.C.: U.S. Department of Education, 
National Center for Education Statistics, 2006).
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Students in selective colleges get more for less. Advantaged 
students attend higher-quality institutions and pay a smaller share 
of the costs of their education relative to less-advantaged students 
in community colleges and in the less-prestigious four-year colleges. 
Students in the wealthiest 10 percent of institutions pay 20 cents for 
each dollar spent on them. Students in the poorest 10 percent of col-
leges pay 78 cents for each dollar spent on them.20 

The U-shaped postsecondary system in Figure 3.1 produces 
an equally polarized pattern in career opportunities and individual 
empowerment after the college years. Those students in the more-se-
lective four-year institutions are tracked into professional and private 
sector managerial careers that bring high earnings, as well as greater 
autonomy on the job and in society. Students in the less-selective 
four-year colleges are tracked into the rank and file professions such 
as K–12 teaching, health care technician jobs, and state and local 
public administration. Students tracked into the two-year college sys-
tem become more narrowly skilled workers in technical roles in the 
middle-range of earnings and autonomy on the job. 

This growing stratification is not just about money—it is also 
about what money buys. The best education that money can buy 
is still one that combines general preparation at the baccalaureate 
level with postgraduate professional training. Those at the top of 
the postsecondary system get the most general preparation and are 
on the professional track. Those at the bottom are tracked into nar-
rower job training that diverts them into good but less secure mid-
level jobs. 

The economy now rewards the richest mixes of general cogni-
tive competencies such as problem-solving and critical thinking as 
well as soft competencies such as teamwork and communications. 
The highest returns come to those who mix these general competen-
cies with solid occupational preparation. High-octane combinations 
of general- and occupation-specific competencies maximize learning 
and adaptability at work as well as access to flexible technology on 
the job. The effects are cumulative and build enormous differences in 
earnings momentum over careers.21 

The growing importance of general education and general cog-
nitive and behavioral competencies such as problem-solving, critical 
thinking, communication, and teamwork is at the heart of the switch 
from the industrial to the postindustrial service economy. In the 
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postindustrial economy, repetitive, job-specific tasks increasingly are 
embodied in computer technology or shipped offshore, while more 
and more of the higher wage and more secure career jobs are made 
up of non-repetitive tasks that require sharpened general cognitive 
and behavioral competencies. As a result, general skills have more 
direct value in the short term and increase adaptability over the long 
haul.22

Postsecondary Education and 
the American Social Contract

Increasing postsecondary stratification and the growing divide 
between students pursuing general education and those pursuing job 
training are troubling because they threaten the grand bargain in the 
American social contract. The bargain struck early on in the indus-
trial era was necessary to reconcile the conflicting values implicit 
in the institutions of democratic citizenship and economic markets. 
During the eighteenth and nineteenth centuries, the ideas that ani-
mated democratic citizenship and economic markets grew together 
in the same British and European neighborhoods. At the time, the 
idea of democratic citizenship and the emergence of industrial capi-
talism were allied in their revolt against feudalism, but they were 
also natural antagonists.

Democratic citizenship and markets are driven by irreconcilable 
principles. Democratic citizenship presumes equality, but market 
economies are driven by inequality. This inequality is necessary to 
motivate work effort, entrepreneurship, and the inherently lopsided 
accumulation of wealth necessary to generate investment capital. 

Publicly supported education, along with expansion in govern-
ment protections and social services, became the key elements in 
reconciling the inherent conflict between democratic citizenship and 
market economies. The seminal statement on the role of education 
and the welfare state in sealing the social contract was formulated 
in a speech by Alfred Marshall to the Cambridge Reform Club in 
1873. Marshall squared the equality implicit in citizenship with 
the inequalities inherent in markets by arguing that markets would 
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become the paymaster for a constant expansion in publicly funded 
education and social services. Market economies would generate 
taxable wealth necessary to fund enough publicly provided educa-
tion and social services to guarantee citizens full membership in soci-
ety while preserving free markets. “The question,” he said, “is not 
whether all men will ultimately be equal—that they certainly will 
not—but whether progress may not go on steadily, if slowly, till, by 
occupation at least, every man is a gentleman” who values educa-
tion and leisure more than the “mere increase in wages and material 
comfort.”23

In 1873, Alfred Marshall was referring to the intrinsic, cultural, 
and civic values of learning, not its direct economic value. He viewed 
public education as a mechanism that would lead the populace to 
“steadily accept the private and public duties of citizenship.”24 He 
assumed that education would be a universal common experience 
rather than a sorting device. In Marshall’s day, most people learned 
their occupations on the job, not in universities. He did not foresee 
that education would eventually confer market power and wealth 
through access to the most highly leveraged occupations and knowl-
edge. 

In 1949, T. H. Marshall (no relation to Alfred) updated the 
original concept in a speech commemorating Alfred Marshall’s 
classic formulation of the Western social contract.25 T. H. Marshall 
asserted that the equality implicit in citizenship implied “a modicum 
of economic welfare and security” sufficient “to share to the full in 
the social heritage and to live the life of a civilized being according 
to the standards prevailing in the society.” He went on to explain 
that the institutions most closely connected with this notion of citi-
zen equality “are the education system and the social services.”26 
T. H. Marshall’s speech was seminal because it became the widely 
recognized summation of the argument for the massive expansion 
in both public education and the welfare state after World War II. 

In his 1949 speech, T. H. Marshall updated Alfred Marshall’s 
original vision on the role of education as a democratizing force. 
T. H. Marshall worried that the democratizing role of education 
increasingly was compromised by the growing strength of the rela-
tionship between education and the unequal access it provided to 
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the growing economic, social, and political value of knowledge. Up 
to a point, access to education made everyone equal as citizens, but 
those with the most education were, as is often said, more equal 
than others. 

Marshall begins by noting that industrial society “has been 
accused of regarding elementary education solely as a means of 
providing capitalist employers with more valuable workers, and 
higher education merely as an instrument to increase the power 
of the nation to compete with its industrial rivals. . . . As we all 
know, education today is closely linked with occupation” and that 
“(T)hrough education in its relations with occupational structure, 
citizenship operates as an instrument of social stratification.”27 

T. H. Marshall’s ambiguity on the subject of education as a 
democratizing force is still germane and is amplified by the increas-
ing stratification of the education system. In the knowledge econ-
omy, postsecondary education has become the principal arbiter 
of access to elite careers, as well as a powerful marker for social 
stratification. At the same time, the increasing economic value of 
postsecondary education (as well as research and development) also 
creates tensions between the intrinsic, cultural, and civic values of 
knowledge and its value as economic capital or human capital in its 
embodied form. 

Of course, using education as the arbiter of wealth and power 
has the obvious virtue of its connection to meritocracy and indi-
vidual responsibility. But as social science and cognitive science 
prove more and more, individual educational success is, in substan-
tial part, a social construct. Ability is for the most part developed, 
not innate. Quality education develops ability, but access to quality 
education is stratified by race, ethnicity, and class.

It is hardly news that college education has been the preferred 
path to middle-class status and earnings in the United States. What 
is news, however, is that the strength of the relationship between 
education and social and economic status has increased dramati-
cally, especially since the 1980s. With the disappearance of the 
blue-collar economy, college education became the only game in 
town. Postsecondary education is now not only the preferred path 
to middle-class status, it is also the most-traveled path. 
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The built-in tension between postsecondary selectivity and 
upward mobility is particularly acute in the United States. Americans 
rely on education as an economic arbiter more than do other mod-
ern nations. The American course since industrialization has been 
exceptional. The Europeans have relied more on the direct redistribu-
tive role of the welfare state to reconcile citizenship and markets. 
Americans always have preferred education over the welfare state 
as a means for balancing the equality implicit in citizenship and the 
inequality implicit in markets. The welfare state advances in the 
United States, but grudgingly, as the recent debate over health care 
demonstrates vividly. 

In our individualistic culture, education is preferred over direct 
redistribution as the arbiter of economic outcomes because, in the-
ory, education allocates opportunity without surrendering individual 
responsibility. The basic assumption is that we each have to do our 
homework and ace the tests that get us through the education pipe-
line and into good jobs. Using education to allocate opportunity also 
provides a uniquely American third way between the high risk that 
comes with doctrinaire market fundamentalism and the dependency 
that comes with an expanded welfare state. Consequently, access to 
education, especially high-quality postsecondary education, bears 
more and more of the political weight that comes with the nation’s 
founding commitment to equal opportunity and upward mobility.

It is not surprising that postsecondary access and completion 
have become the consensus priority in response to both social and 
economic change. Access and completion goals have been bold. The 
Lumina Foundation has committed to the goal of doubling the share 
of Americans who receive a postsecondary credential. The Gates 
Foundation has committed to the goal of doubling the number of stu-
dents who earn a postsecondary credential with labor market value 
by the age of twenty-six. 

Successive national administrations have moved gradually 
toward the recognition that postsecondary education and training is 
a general requirement for economic success. The Clinton administra-
tion supported a two-pronged strategy that endorsed high-school-to-
work programs in the first term, but shifted to a stronger emphasis 
on student aid for college funding in the campaign for the second 
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term. Margaret Spellings, the secretary of education under George W. 
Bush, was the first to make a cabinet-level commitment to universal 
postsecondary education. According to the 2006 U.S. Secretary of 
Education’s Commission on the Future of Higher Education: “We 
acknowledge that not everyone needs to go to college. But everyone 
needs a postsecondary education. Indeed we have seen ample evi-
dence that access to postsecondary education is increasingly vital to 
an individual’s economic security.”28

In 2009, the Barack Obama administration began with the 
presumption of universal postsecondary access and affordability. 
President Obama challenged all Americans, both youth and adults, to 
complete an additional year of college, thereby shifting the focus away 
from traditional degrees and broadening the scope of postsecondary 
goals toward a more general notion of postsecondary education that 
included job-related learning and lifelong learning. In his first speech 
to a joint session of the Congress, the new president articulated a 
vision that included both education and training when he said: “I 
ask every American to commit to at least one year or more of higher 
education or career training. This can be community college or a four 
year school; vocational training or an apprenticeship.” 

Subsequently, in the American Graduation Initiative (AGI), 
President Obama turned the usual trickle-down funding approach 
upside-down by targeting spending toward community colleges at 
the bottom of the postsecondary hierarchy. As of this writing, the 
Obama initiatives open the door for efforts to move public resources 
for high-quality programs to the community colleges and less-selec-
tive four-year institutions where the mass of new and less-advantaged 
students are concentrated. 

We agree with this expanding scope for postsecondary policy. 
It reflects a recognition of the crucial role that postsecondary edu-
cation and training plays in expanding individual opportunity and 
increasing U.S. competitiveness. At the same time, we recognize that 
education, especially postsecondary education, has a wide variety of 
cultural, political, and economic roles. However, the increasing value 
of knowledge as human capital makes the economic role of postsec-
ondary education  pivotal in achieving the cultural and political goals 
of postsecondary institutions. Ours is a society based on work. Those 
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unable to get or keep jobs for extended periods are excluded from full 
participation in American life. Those unable to get and keep good jobs 
disappear from the mainstream economy, culture, and political sys-
tem. In the worst cases, those excluded from the mainstream economy 
may create alternative economies, cultures, and political movements 
that are a threat to the mainstream. Consequently, if postsecondary 
institutions do not empower their students with employability, their 
role of preparing students to thrive in the culture and political system 
of the nation will be severely undermined. 

Successful Postsecondary Reform

How will we know when we are headed in the right direction 
in postsecondary reform? We believe that the first sign that we are 
headed toward a more effective and fair postsecondary system will 
come when college funding and program quality depend more on 
prospective graduation rates than the test scores of the students 
who attend. Completion is the most obvious and measurable goal 
within arm’s reach in the short term. Completion goals, properly 
constructed, naturally encourage program reforms that tie program 
quality and resources to persistence and graduation. For example, we 
know that graduation rates among students from every race, ethnic-
ity, and SES category increase as spending per student and selectivity 
increase. Moreover, the completion rates go up as spending and selec-
tivity increase, even among equally qualified students in the top half 
of the test score distribution. As a result, it seems intuitively sound to 
suppose that some mix of increased spending and the program qual-
ity it buys will increase graduation rates in the entire postsecondary 
system. Pursuing the goal of increasing completion rates therefore 
must lead us to consider the relationships among spending, quality, 
and graduation rates. That line of inquiry and practice seems much 
more likely to yield cost-effective quality than the spiraling costs and 
stratification that come with our current reliance on selectivity alone 
as the singular standard for quality.

A focus on completion also seems to move us toward a more 
equitable standard for admissions. In our current system, for 
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individual students, small variances in SAT or ACT scores can make 
the difference between getting into the school of your choice or being 
rejected, and for colleges, they can result in being higher or lower in 
the Barron’s ranking. But among the upper-half of the SAT or ACT 
test score distribution, these minor score variations do not matter 
nearly as much in terms of predicting graduation rates—or, for that 
matter, in terms of career success. 

Focusing Only on Access and Completion Is Not Enough 

In general, the current wave of postsecondary reform empha-
sizes improving access and completion as goals, but is silent on 
questions of postsecondary tracking. We believe that the focus on 
access and completion are ambitious and laudable, but the postsec-
ondary challenges do not end there. As we will argue throughout this 
chapter, expanding postsecondary education and training increases 
opportunity, but also results in increasing stratification in degree 
and non-degree attainment, spending per student, and the balance 
between general education and narrower job training. And the ongo-
ing stratification of the postsecondary system threatens to exacerbate 
and reproduce inequality across generations of American families on 
the basis of politically charged categories including race, ethnicity, 
and socioeconomic status. 

Adding the goals of improving upward mobility and the quality 
of curriculums to access and completion as goals seems to be a step 
in the right direction. There is a rich menu of fully developed policy 
options to consider in this regard. More affirmative action based on 
race, ethnicity, and socioeconomic status is an obvious and contro-
versial strategy that brings at least a small number of less-advantaged 
students into the highest quality postsecondary programs. There are 
many less-controversial strategies that also need more emphasis in 
the current dialogue, such as better K–12 preparation, K–16 align-
ment and transparency, effective remediation, counseling, more and 
simpler need-based financial aid, and better information on postsec-
ondary costs, program choices, and educational and career outcomes 
for use by consumers, administrators, and policymakers.29 

We are concerned that strengthening incentives for access and 
completion alone may have unintended consequences that actually 
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exacerbate stratification. Successive rounds of budget and perfor-
mance pressures driven by completion and “time to degree” metrics 
naturally will bias individual institutions toward enrolling more-
advantaged students as well as narrowing, shortening, and watering 
down their curriculums. The same incremental pressures can result in 
a gradual movement toward system-wide policies that overemphasize 
access and completion in ways that squeeze out equity and quality. 
Access and completion improvements all by themselves cannot deliver 
on equally important equal opportunity and upward mobility goals. 
Access and completion beg the question: access to and completion of 
what, and by whom? Our current system is becoming more accessible, 
but it becomes so by tracking minorities and students from working-
class families into lower-cost and lower-quality two-year programs 
and tracking high-income white students into high-cost four-year pro-
grams with a graduate school option included.  In sum, absent explicit 
goals for equity in funding as well as racial, ethnic, and class diversity, 
reform can become an engine for inequality.   

  A similar pattern was obvious in the transition to the mass high 
school system in the twentieth century. The “comprehensive high 
school” created a college track, a vocational track, and a watered-
down general track that conformed closely with hierarchies built along 
lines of race, gender, and SES.30 Ironically, we have been laboring since 
1983, when the report A Nation at Risk was released,31 to undo the 
damage done by high school tracking, even as we are building a track-
ing system along the same lines in the postsecondary system.

Improving the quality of curriculums is the missing middle ground 
in reform efforts that focus on achieving higher rates of access and 
completion. Ultimately, access and completion are standards that can 
be met satisfactorily with quantitative metrics that have little to do 
with the quality of education programs. Quality is the proper stan-
dard for what happens between access and completion. In order to 
set quality standards, we need to decide what students need to know 
to succeed in a postindustrial and globalized economy, culture, and 
political system. The quality of the curriculum is the distinguishing 
characteristic of programs that train for a job using best practices that 
educate for professional careers in a broad range of job clusters. The 
quality of the curriculum also distinguishes between job training and 
broader liberal arts curriculums that prepare people for full inclusion 
in the culture and polity.32
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The current reform focus (at the time of this writing) on access 
and completion also tends to accept the hierarchy of postsecondary 
curriculums as given. Even the thrust of policy proposals for increasing 
upward mobility, such as affirmative action, tend to focus on leveraging 
minorities and less-advantaged students into the existing hierarchy of 
spending and quality. But there are limits to available seats in high-
quality four-year programs in the upper half of the current postsecond-
ary hierarchy. 

The radical notion that the United States can spread quality by 
redistributing postsecondary resources downward has its practical, 
political, and ethical limits as well. While the current system tends 
to ensure that the rich institutions get richer, the rich institutions are 
never going to be rich enough to fund quality in the bottom half of the 
postsecondary system. The idea of redistributing resources from rich to 
poor institutions would be politically difficult. Moreover, few would 
deny parents the opportunity to do the best they can for their children. 
And while competition for prestige for prestige’s sake may be overdone, 
healthy competition among postsecondary institutions and among stu-
dents can act as a source of innovation and high-end quality. 

Strategies for improving access and completion are inextrica-
bly bound up with questions of fairness. If we do not pay attention 
to equity and quality, attempts to increase access and completion are 
likely to backfire. For example, the general acceptance of using our 
underfunded community colleges to absorb the brunt of the increases 
in postsecondary enrollment does increase access on the cheap, but 
ignores the implicit tracking of minorities and less-advantaged students 
as they crowd into the community colleges. The current argument for 
turning four-year degrees into three-year degrees, as has been proposed 
by former U.S. education secretary Lamar Alexander is another strat-
egy that may do more harm than good. The notion of knocking off a 
year at Harvard and the other selective private colleges and the public 
flagships is a political non-starter but might gain some traction in the 
less-selective public four-year colleges where less-advantaged students 
and lower-spending programs are concentrated. It also seems a bad idea 
in general when we need more, not less, high-quality postsecondary 
education. If we turn to three-year baccalaureates by watering down 
curriculums for the sake of affordability, access, and completion, the 
three-year degree likely will be forced upon the revenue-starved, 
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least-selective colleges, and only add another tier to the increasingly 
stratified postsecondary system.

Accelerating curriculums makes sense, especially for adults and 
working students with a specific career certificate in mind, but it is 
a baby and bathwater strategy if it closes off further education lead-
ing to degrees or reduces program quality. There are limits to the 
extent to which teaching and learning can be sped up if quality is 
to be preserved. Compressed or speeded-up programs that are not 
structured carefully are bound to take some of the meat and bone 
with the fat. Compressing curriculum can help, but the best way to 
speed up programs and to increase completions is to provide working 
students, who include most of our postsecondary students already, 
with stipends that will allow them to take time off work to devote to 
their studies.33 

Moving Quality Where It Is Needed 

If we cannot move large numbers of less-advantaged students 
into quality programs at the selective colleges, then we may need to 
move quality programs, and the money to pay for them, to the com-
munity colleges and less-selective four-year colleges where the least-
advantaged half of American postsecondary students are currently 
enrolled. Improving quality from the bottom up is largely unexplored 
territory. For example, while eliminating a year at selective four-year 
colleges that already require five and six years for graduation is 
unlikely, adding a year onto two-year institutions would meet with 
little resistance and could improve college quality appreciably, once 
we understood what we mean by quality. Leavening sub-baccalaure-
ate education, including vocational associate degrees, certificates, and 
certifications with more powerful curriculums would help close the 
quality gap and educate for job clusters rather than single jobs. For 
example, turning many of our two-year curriculums into three-year 
or four-year curriculums would improve program quality and meet 
with much less resistance. Adding more high-quality two-year pro-
grams with guaranteed access to four-year institutions would provide 
more access to quality education for those who cannot afford it now. 
Transfer strategies make sense in a system such as America’s, where 
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students already transfer frequently. Transfer strategies also make 
sense where four-year public institutions are overcrowded, postsec-
ondary demand has already outstripped postsecondary capacity, and 
students are trying to piece together alternatives that are less costly 
and less crowded routes to baccalaureate and graduate education.34 

If we do not pay very explicit attention to postsecondary track-
ing by race, ethnicity, and class and differences in program quality, 
postsecondary reform that emphasizes cost cutting may further limit 
access to high-quality education for the least advantaged. Public 
leaders have signed on to the notion that everyone needs at least 
some postsecondary education or training. But tight budgets make 
the costs of this widely agreed to goal financially prohibitive. As a 
result, the consensus strategy is to get there with “affordability” as 
the principle strategy. Ultimately, if history is any guide, that means 
cuts in public postsecondary programs, especially in community col-
leges where the least advantaged are concentrated. 

There are inefficiencies in postsecondary budgets, no doubt, and 
sensible cost cutting and technology can give us more wiggle room 
to create more access. Once exposed, the inefficiencies can free up 
resources for improving access, quality, and completion rates in gen-
eral, and the same outcomes by race, ethnicity and class, in particular. 
Every university does not need a graduate school in every department. 
There could be more teaching and less research done in four-year col-
leges. Forced choices between teaching, learning, and extracurricular 
activities should favor teaching and learning. Not every college has 
to be residential, and computer and communications technology can 
substitute for full-time, rigidly scheduled courses.

But cutting institutional costs and adding technology may not 
result in lower tuitions and may well result in less access and qual-
ity, especially for the least-advantaged students and students who do 
not fit the traditional college student profile of full-time residential 
education for eighteen-to-twenty-four-year olds. Tuition revenues 
are still well below the actual costs of educating students.35 Except 
for profit-making proprietary schools, tuition never covers full costs. 
Tuition falls short of costs by thousands in public institutions, and 
sometimes tens of thousands in selective privates with big endow-
ments. In the public institutions, rising tuitions reflect declining public 
aid as much as rising costs. The state and federal governments make 
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up the difference between tuition revenue and total cost per student, 
especially in public institutions. As the government withdraws under 
growing fiscal pressure, all other things equal, tuitions will rise to 
cover a growing share of costs, but postsecondary institutions are 
likely to continue to take the rest of their cost cutting in the form of 
declining access and quality. Reform, in the guise of cost cutting, may 
get us some part of the way toward more access and completion, but 
only if we sacrifice access to more enriched curriculums, both general 
and applied, in the bottom tiers of the current system of selectivity. 
Marginal reforms also are risky in that they are most likely to erode 
spending in the most underfunded and overcrowded parts of the pub-
lic system, and do so slowly enough so that they will not be noticed 
or mobilize resistance. 

The notion that we can reach our access and completion goals 
just by cutting costs tends to rely on a view of postsecondary cost 
structures that does not  square with the facts on the ground in the 
public and sub-baccalaureate institutions. It is generally presumed 
in most reform proposals that the cost of a new student should be 
cheaper because of economies of scale (marginal cost per student 
should be lower than average cost per student). This may be true in 
the final two years of the elite private schools, where class sizes are 
small, but there is very little excess capacity in much of the public 
system, where all the new students are crowding in and there are 
already quality deficits. In the public institutions, especially the com-
munity colleges, overcrowding, capacity shortages, and increases in 
enrollment in combination with declining per-student investments 
have resulted in declining quality.36 In institutions that are already 
over capacity, new students reduce quality, not marginal costs.

When budgets are tight, reforms that emphasize accountabil-
ity and standards-based quality may only exacerbate the negative 
unintended consequences of cost-cutting reforms.  Absent specific 
goals for including minorities and low-income students, the com-
bined effects of affordability and accountability goals can lead to a 
self-reinforcing spiral of inequality. For example, some schools may 
decide that the surest way to make up for declining government aid 
is to admit only students who can pay the full tuition; the best way 
to increase the speed and rate of graduation is to admit only full-
time students with the highest test scores; and the best way to attract 
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students who can and are willing to pay full tuition is to spend heavily 
on prestige-building, test-based admission standards, star faculties, 
impressive facilities, and other amenities that will attract well-heeled and 
well-prepared students (attracting the most prepared students will in turn 
increase prestige, which attracts even more affluent, well-prepared and 
full-time students).

Examining the Problem in Depth

With these perspectives in mind, the remainder of this chapter 
will look more closely at the growing racial, ethnic, and socioeconomic 
stratification in postsecondary education. 

Part 1 provides an historical context. We discuss the current 
postsecondary regime and its evolution. We lay out the current pat-
tern of stratification in postsecondary education, its alignment with 
racial, ethnic, and socioeconomic stratification, and the resulting fund-
ing stratification among postsecondary institutions. We conclude, as 
have many others, that the current stratification has more negative 
than positive effects and can be reversed only by shifting our emphasis 
toward an outcomes-based system of postsecondary governance that 
balances access, quality, and completion goals in general, as well as the 
achievement of the same goals with more attention to racial, ethnic, 
and class diversity.

Part 2 shows that stratification is increasing within higher educa-
tion, as affluent and white Americans flee the lower echelons of college 
selectivity to more exclusive precincts. We find a hierarchy of selectiv-
ity and resources per student through five tiers of selectivity, with the 
great divide in resources, quality, and equity coming abruptly between 
the top three tiers of selectivity and a melding of the lowest two tiers of 
four-year colleges and community colleges.

Part 3 demonstrates that access to selective colleges matters, 
because resources matter. We find that, even among equally qualified 
students, selective institutions provide considerably more resources per 
student, lead to higher graduate rates than less selective colleges, allow 
greater access to graduate and professional degrees, leverage higher 
earnings, and provide access to managerial and professional elites that 
confer special access to earnings as well as personal and social power. 
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Part 4 shows the extraordinary number of students who are quali-
fied for selective four-year colleges who either do not go on to college 
at all, or who attend colleges below their levels of tested ability. For 
example, we find that every year almost 600,000 students graduate 
from the top half of their high school class and do not get a two- or 
a four-year degree within eight years of their graduation. More than 
400,000 of these students come from families who make less than 
$85,000 a year. More than 200,000 come from families who make 
less than $50,000 a year, and more than 80,000 come from families 
with incomes below $30,000. 

The chapter culminates in Part 5, which provides an empirical 
analysis of one way in which admissions preferences might be struc-
tured so that social, economic, and racial characteristics are mixed 
among qualified applicants. This part of the chapter quantifies the 
predicted SAT scores of students from different socioeconomic and 
racial backgrounds, teasing out the relative weights of various eco-
nomic and racial disadvantages so that colleges and universities can 
better identify “strivers”—those qualified students who exceed their 
expected scores.

Finally, the chapter concludes with a discussion of policy impli-
cations. We find that affirmative action and other policies that give 
broader access to selective education can reduce—but are unlikely 
to reverse—the stratification in access to the resources that are only 
available in selective institutions. In our view, the more likely strat-
egy for improving access to quality education for a broader mass of 
Americans is to decide what outcomes define quality, and to match 
resources to their achievement irrespective of where institutions sit in 
the prestige hierarchy. 

1. The Increasing Stratification of American 
Postsecondary Education

America’s current postsecondary system offers a fragmented institu-
tional hierarchy, informally arrayed vertically by selectivity. From the 
bottom up, its offerings range from non-credit course clusters in com-
munity colleges, to industry certifications, to certificates, to associate 
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of arts degrees, to baccalaureate degrees, and on to graduate and 
professional degrees. The choice comes down to price, quality, and 
prestige at one end of the continuum, and education on the cheap 
and narrow at the other. Affordable quality is rarely on the menu. 
Upward mobility through affirmative action and student transfer is 
positive, but affects very few students. There is a limited and hotly 
contested mandate for inclusion and affirmative action throughout 
the top tiers of selectivity. There are very few enforceable, system-
wide outcome standards in place that reflect the diversity of applied 
and academic missions or program quality, especially in the least 
selective four-year colleges, community colleges, and proprietary col-
leges. There are few systemic pathways that link courses, certificates, 
certifications, and degrees horizontally within institutional tiers, or 
vertically between institutional tiers.

In the current U.S. postsecondary system, cost-effective quality 
and upward mobility—the core offerings natural to a mass education 
system in a democratic society—are increasingly unavailable. The cur-
rent postsecondary system is becoming more and more polarized—
the choices offered are the lavish, full-service degrees offered by the 
pricey brand-name colleges that come with a graduation, graduate 
school, and good jobs warranty, or the bargain-basement alternatives 
offered on the cheap with no guarantees of completion or long-term 
value in the labor market.

In the current system, both public and private expenditures per 
student increase with institutional selectivity and student test scores. 
Implicit in the current distribution of spending is the notion that we 
should spend the most on the students with the highest test scores, 
class rank, advanced placement (AP) courses, teacher recommenda-
tions, and ability to pay. 

Defenders of the current highly stratified system argue a tough-
minded realism that asserts that the current arrangement is both fair 
and efficient. They argue the current stratified system is fair because 
the students with the highest grades and test scores are most deserv-
ing of elite education. They argue that the current system is efficient 
because spending the most on students with the greatest ability to 
benefit from elite education gives us the most bang for our post-
secondary bucks—if we measure returns as individual learning and 
earning.37 
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The notion that the current stratification is efficient and fair 
is widely assumed or asserted by policymakers and analysts, but is 
rarely subjected to analytic or political scrutiny. The trend toward 
large and growing disparities in spending per student is accompa-
nied by a parallel trend in which the lowest spending institutions, 
especially the community colleges, serve not only the largest share 
of students, but also a growing concentration of African-American, 
Hispanic, and lower-income students. Consequently, the hierarchy of 
per-student spending doubles as a hierarchy by race, ethnicity, and 
socioeconomic status.

A closer analysis challenges both the efficiency and equity 
assumptions that commonly are offered in defense of the current post-
secondary regime. Questions of fairness in the current arrangements 
are longstanding. It seems clear that ability to benefit from high-
quality postsecondary programs as measured by the SAT and ACT is 
highly correlated with racial, ethnic, and socioeconomic disparities. 
As such, these traditional metrics are—at least in part—mechanisms 
for legitimizing illegitimate differences in opportunities to learn that 
begin long before the nation’s youth take college entrance exams.38 
In addition, admissions tests and other traditional metrics for col-
lege admissions are relatively weak as predictors of performance 
in college and in careers, especially above the middle range of test 
scores. While tests are useful in college admissions, they are used 
well beyond their predictive validity. Moreover, legacy admissions 
and all the other exceptions to the meritocratic rule in college admis-
sions suggest there is ample room for growth in affirmative action to 
improve racial, ethnic, and socioeconomic diversity, if such diversity 
were to become a higher priority.39

The current hierarchical regime in postsecondary resources 
and quality also suffers from serious efficiency problems. Allocating 
resources based on prestige and reputational value concentrates 
resources at the top of the postsecondary hierarchy and reduces sys-
tem-wide returns, especially if we think of returns in terms of access, 
quality, completion, and upward mobility. In addition, it is not at all 
clear that prestige, as opposed to gross differences in spending, actu-
ally produces differences in individual learning and earning. Prestige 
is an intangible and insatiable target for postsecondary investments. 
It is hard to argue that increasing spending per student at selective 
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four-year colleges relative to spending at community colleges, which 
is what we have been doing for a long time now, increases overall 
access, completion rates, or program quality in the postsecondary 
system. 

The pursuit of selectivity by students and institutions can turn 
into a rat race for status with relatively low investment returns for 
individuals directly involved or the broader mass of postsecondary 
students. Economists have written on the failure of markets to maxi-
mize investment returns in the consumption of positional goods since 
Adam Smith wrote on class-based consumption in England. Later on, 
Keynes distinguished between investments in “absolute” and “rela-
tive” goods. Veblen called these investments “conspicuous consump-
tion.” They all argued that, once economies move beyond subsistence, 
there is a tendency to consume some goods and services for status-
seeking. Education and housing are among the usual examples where 
consumer markets distort investments and reduce returns. These 
investments are valued precisely because increasing consumption at 
the top does not increase or decrease consumption of the good or 
service on average. Marginal returns in investments are small at the 
top and static in the rest of the distribution. In this manner, markets 
in positional goods are said to unleash “social limits to growth.”40 

Increasingly polarized postsecondary investments bring diminish-
ing returns. If graduation rates are already over 85 percent in selective 
colleges, it seems logical that increases in funding might not improve 
them very much. By way of comparison, the fewest resources system-
atically are allocated to the institutions with the lowest graduation 
rates, where marginal increases in resources should have the largest 
effects on access, quality, completion, and equity. Prestige is largely 
intangible and not solely based on teaching and learning. Brand name 
has no intrinsic educational value. In addition, prestige is mostly 
attached to institutions, not curriculums, and has little relationship 
with the quality of teaching and learning. More systemic investments 
below the institutional level in teaching and learning tied to quantita-
tive metrics such as completion and labor market outcomes, as well 
as qualitative outcomes like civic, cultural, and scientific awareness 
would seem a better investment. 

It seems doubtful that the current polarization of resources 
maximizes outcomes system-wide, especially since the largest shares 
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of students attend the least-funded colleges. Only 11 percent of stu-
dents attend the top 193 colleges in the 2009 Barron’s rankings, 
and almost half of students attend the nation’s community colleges 
and other non-baccalaureate institutions. Only about 7 percent of 
students are enrolled in institutions that spend more than $25,000 
per enrollee, and almost half enroll in institutions that spend less 
than $10,000 per enrollee.41 The inequality in spending occurs along 
two dimensions: the differences in spending between more- and 
less-selective institutions and the differences in spending between 
public and private institutions. On average, differences in spend-
ing among public institutions run about $4,000 per student, per 
year. According to data from the Delta Project on Postsecondary 
Education Costs, Productivity, and Accountability, public spending 
ranges from $9,184 per student, per year for two-year colleges to 
$13,819 for public research universities. This difference in public 
spending, on average, adds up to about $8,000 over two years and 
$16,000 between those who get a two-year degree compared to 
those who get four-year degrees. 

Private institutional spending is much higher per student, rang-
ing from an average of $15,224 for private master’s degree granting 
institutions to $33,234 for private research universities. As a result, 
there is a difference in public versus private spending that ranges 
between $6,000 and $20,000 per student, per year attended—a dif-
ference of $12,000 to $40,000 over two years and a difference of 
$24,000 to $80,000 over four years.

The differences in spending among the private two-year and 
four-year colleges and between the two-year and four-year publics 
are not only large, they also are growing. Spending per student, per 
year at two-year public colleges has declined, and spending at four-
year public colleges has remained flat, but spending per student at 
private colleges has increased by 8 percent at schools giving only a 
baccalaureate, 10 percent at schools giving master’s degrees, and 11 
percent at private research universities.42

Many would argue that we should ignore private colleges in 
any discussion of spending inequality because they are privately 
funded. But we think public subsidies to private colleges are fair 
game in trying to ascertain future optimal levels and distribution of 
higher education investments. 
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Public and Private Colleges: Not Government, but 
Creatures of Governments 

Government invests in both public and private institutions 
because they create high public returns that otherwise would not 
be funded by markets, owing to the idea that individual and insti-
tutional buyers cannot capture the full social economic benefits for 
themselves. Higher education creates high private returns, but it is 
also a public good because it creates high levels of both economic 
and social benefits that, if not for government subsidies, would go 
unfunded in traditional capital markets.43 

Arguably, the lion’s share of private college funding does come 
indirectly from public expenditures and tax policies. The legal stan-
dard for the invaluable not-for-profit status granted to all but a small 
share of private postsecondary institutions is that they serve public 
purposes that otherwise would fall to governments. While private 
colleges are more reliant on private money, the public subsidies they 
receive are substantial. Students at private institutions and propri-
etary schools receive grant aid and subsidized loans that go directly 
to their bottom line. The tax benefits that come with not-for-profit 
status encourage charitable contributions and reduce taxes on assets. 
Tax credits and deductions for college costs incurred by households 
and loan subsidies add more revenue into private coffers. Research 
and development grants from governments also carry indirect over-
head funds for general support.44 

Most would agree that, in theory, there is some optimal distribu-
tion of public investment across public and private institutions that 
maximizea both economic and social returns in our higher education 
investments. The current system bears only a passing resemblance to 
that theoretical ideal because we do not measure social and economic 
outcomes in postsecondary education. Selectivity is presently driven 
by the cost of inputs—faculty, facilities, equipment, prestige ameni-
ties, and student subsidies—necessary to attract students with high 
test scores from families that can afford high tuitions. The public 
goods produced that inspire public investments are cultural, eco-
nomic, and civic outcomes. Insofar as we know, these derive from 
performances on institutional outcomes such as access, quality, 
completion, upward mobility, and overall contributions to human 
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capital development. Currently, we rely on input measures of institu-
tional performance, but they are very rough proxies for the desired 
outcomes that make postsecondary education a public good. More 
importantly, they drive selectivity, which operates as a disincentive to 
the achievement of diversity and upward mobility. 

If we cannot specify publicly valued outcomes, we cannot allo-
cate resources efficiently to achieve them. We know that the economic 
rate of return to a year of postsecondary education exceeds the rate 
of return for an equal investment in capital markets.45 In general, we 
know that capital markets do not capture the full benefits of college 
investments, and that underinvestment is almost certain, especially 
when public subsidies are in decline. The price of college talent rises 
when it is undersupplied. Consequently, rising college wage premiums 
since the 1980s are the most obvious evidence of underinvestment.46 

We also know that inequality exacerbates underinvestment in 
postsecondary education. Some students are qualified, but make 
sub-optimal decisions about college attendance.47 They do not go to 
college because they cannot come up with the money and supportive 
social capital necessary to move them on to college when it is time to 
go. Others never get properly prepared because of longer-term invest-
ment inefficiencies and inequality in the K–12 system.48 

Inequality in costs at selective colleges also results in individual 
underinvestment in college quality (as measured by per-student spend-
ing). Students who are prepared for college may have access, but costs 
limit their choices. Cost differentials between two- and four-year 
institutions have become so great that the decision to begin at a four-
year college is too great a financial commitment for more and more 
students. The same is true for enrollment decisions among four-year 
colleges. Each level of selectivity changes the scope of the individual 
financial commitment considerably, encouraging students, especially 
lower-income students, to invest in lower-quality programs.49 

The Current Dynamic of Selectivity 

The postsecondary hierarchy that has emerged in the United 
States is increasingly out of touch with the majority of postsecondary 
students and the democratic goals of a mass postsecondary system. 
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The vertical hierarchy is itself governed by abstract one-dimensional 
measures of talent such as test results from the SAT and ACT 
that are only loosely correlated with postsecondary learning and 
even more loosely correlated with career success. As a result, the 
postsecondary hierarchy tends to be reflexive and self referential, 
wedded to narrow and ultimately mysterious metrics for measur-
ing potential. 

The dynamic of postsecondary growth encourages the devel-
opment of the postsecondary system as a one-dimensional vertical 
hierarchy. The development and vertical integration of the post-
secondary system since the California plan in the 1960s presumes 
complementarities between spending per student and SAT and ACT 
scores as measures of the ability of students to benefit from higher 
spending. The vertical differentiation and integration of the higher 
education system raises tough questions, especially in tough times 
when resources are scarce.

A degree from a selective college is valuable, in part, because of 
its reputational value. As more and more students go to college, a 
brand-name degree can distinguish a new graduate from the growing 
pack of graduates. Branding signals learning potential to employers 
and increases access to graduate and professional occupations—not 
because a brand-name degree necessarily embodies learning or the 
ability to learn. The real educational value of a degree or award lies 
in the quality of the teaching and learning, and the quality of the 
teaching and learning in any college reflects, for the most part, two 
interacting elements: (1) the cost-efficiency of cumulative invest-
ments in the students during their K–12 preparatory years and (2) 
the value added from postsecondary investments. 

Prestige has reputational and positional value, but educational 
value depends on effective educational investments in students and 
institutions. Hence, what appears to be a hierarchy in institutional 
prestige is actually a hierarchy in cumulative human capital invest-
ments that reflects underlying racial, ethnic, and socioeconomic 
stratification. If our postsecondary institutions are the capstone 
in a system in which quality is driven by cumulative investments 
in advantaged students, it raises equal protection problems at the 
postsecondary level that have been a staple of the K–12 debate since 
San Antonio v. Rodriguez in the 1970s.50 
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The Reliance on Insufficient Metrics 

The integration of the postsecondary system as a vertical hier-
archy ties the “ability to benefit” from higher college spending to a 
very rickety metric for determining ability by relying too much on 
the ACT and SAT. Neither test maker, ACT or ETS, would claim that 
their test measures intelligence, aptitude, the course content of K–12 
education, college persistence beyond the freshman year, or graduation 
rates. Both tests measure something simply called “G,” which in turn 
correlates almost equally with socioeconomic status and the ability to 
achieve a freshman grade point of 2.5 out of a possible 4.0. At best, 
“G” is self-referential; we do not know the extent to which it measures 
some particular slice of innate ability, or whether it is simply a measure 
of socioeconomic status.

The mysterious “G” that the SAT and ACT measure is a weak 
foundation for the vertical edifice American postsecondary education 
has become in the post–World War II era. Caroline Hoxby points out 
that the problem with vertical integration as the organizing principle 
that shapes postsecondary education is that “vertical differentiation 
means that colleges specialize in educating students of a specific level 
of aptitude, a concept that only makes sense if there is such a thing 
as general aptitude.”51 In other words, if we take away the SAT and 
ACT, the traditional metrics for general aptitude, the postsecondary 
hierarchy becomes unstable. But the SAT and ACT measure “G,” not 
general aptitude. That is why we no longer call the SAT the Scholastic 
Aptitude Test; it is simply the SAT. We know that there are multiple 
forms of aptitude, either tied to a general aptitude or separated from 
general aptitude in degrees or altogether. In addition, the vertical dif-
ferentiation of postsecondary education tends to presume that ability is 
relatively fixed and innate rather than flexible and developed, especially 
by the time students reach college age. Otherwise, why do we suppose 
that the student who scores 1000 on the SAT or 22 on the ACT cannot 
be taught to perform like a student who scored 1200, especially in a 
selective college with the best available teaching resources? 

When we assume each student’s ability to benefit from higher-
quality education is fixed, the educational process becomes a passive 
participant in teaching and learning. Education becomes a process in 
which ability is innate and revealed, not developed. It presumes that 
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colleges, teachers, and curriculums provide less and less value and are 
increasingly wasteful as one moves down the test score distribution. 
These assumptions make an abrupt break with the K–12 strategy that 
has been pursued since A Nation At Risk was published in 1983 and 
has been embodied in the No Child Left Behind (NCLB) legislation: 
the notions that all schools and “all teachers can teach” and “all chil-
dren can learn.”

The vertical hierarchy in postsecondary education tends to dis-
courage improvements in teaching and learning outcomes. The cur-
rent college admissions process assumes that, if you bring the most 
published professors and the students with the highest test scores 
together, the learning will take care of itself. The vertical hierarchy 
differentiates among institutions based on differences in inputs, 
principally the quantity of well-published professors and students 
with high test scores, not learning outcomes. The college ranking 
systems, for example, have made progress, but still overwhelmingly 
favor rankings based on the test scores and previous performance of 
incoming students, rejection rates, faculty quality, plant and equip-
ment, and amenities rather than measures of teaching and learning 
and student outcomes (other than graduation rates). 

The dominance of vertical differentiation and stratification 
in postsecondary education also inhibits more horizontal forms of 
development within the selectivity tiers. In the current system, stu-
dents might go to Harvard or MIT, depending on their interest and 
developed ability in math and the sciences, but this kind of specializa-
tion is generally limited, especially within selectivity tiers. Horizontal 
differentiation has grown in postsecondary education, but most of 
the growth has occurred within institutions. Institutions compete 
by increasing the scope of their course offerings and programs, not 
by specializing. Every college is an aspiring university that tends to 
compete in part by expanding the scope of its offerings. Selective 
four-year colleges compete principally on the basis of their place in 
vertical selectivity tiers and the prestige of the institutional brand, 
not on the basis of specialization in programs, teaching methods, or 
diverse missions.

True horizontal differentiation in the postsecondary system goes 
largely unrecognized and unfunded as the available public and pri-
vate funding gets sucked up into the vortex of the spiraling costs 
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of institutional rather than programmatic prestige. With little incen-
tive for specialization within institutions, there is lots of duplication 
among them as they attempt to match each other’s scope in the head 
to head competition for institutional prestige. 

Where specialization does occur, it is rarely accounted for in 
higher education financing. The original mission of the community 
colleges, for example, was transfer and baccalaureate graduation.52 
Over time, junior colleges became community colleges, as their mission 
adapted to external demands and available funding at the bottom of 
the postsecondary hierarchy. Community colleges expanded horizon-
tally to include new missions beyond transfer to four-year colleges, 
including the provision of certificates and test-based certifications, 
non-credit courses for personal and career development, community 
development, employee training, adult basic education, and remedia-
tion. But because of the emphasis on the vertical differentiation of 
postsecondary funding, accountability systems and governance never 
have fully recognized or rewarded the horizontal expansion in the 
community college mission. Community college funding depends for 
the most part on their share of “full-time equivalent” (FTE) students 
rather than the cost structures for particular degrees or missions. 
Programs in technical subjects are more expensive to mount because 
of equipment and lab costs, but funding formulas do not weight FTE 
by program costs. 

The vertical integration of postsecondary education based on 
prestige has resulted in postsecondary competition based on infla-
tionary spending for student subsidies, prestigious faculty, infrastruc-
ture, and amenities, with no end in sight. The result is escalation in 
spending for positional advantage with no natural constraint except 
for the willingness and ability of successive generations of students 
from wealthy families and alumni to fund such advantages for their 
children. 

Affirmative action for African Americans, Hispanics, and stu-
dents from working and low-income families is still part of the solu-
tion.53 Affirmative action encourages greater equality by moving a 
relatively small number of minorities and lower-income students into 
the most selective and higher-spending colleges. It seems unlikely, 
however, that the spiraling inequality can be broken with affirmative 
action policies alone, as they do not go far enough to make a dent 
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in the current postsecondary stratification. As we will show, affirma-
tive action has been no match for the basic dynamic that governs 
the endlessly escalating race for prestige and the racial, ethnic, and 
socioeconomic stratification that is its natural byproduct. Instead 
of moving a few students into the high-spending and high-quality 
programs at selective colleges, we probably would gain more equal 
educational opportunity and upward economic mobility by moving 
the high-spending, high-quality programs to the community colleges 
where the mass of less-advantaged students already attend.

A movement toward equalizing per-student spending will help. 
But money alone will not solve the problem. Money can buy edu-
cational inputs and attractive amenities including faculty, physical 
infrastructure, equipment, residential amenities, and even students 
who come with high test scores and eager, check-writing parents. In 
this sense, money is just first among equals among the inputs that 
currently differentiate colleges in the self-propelled race for posi-
tional advantage. Until we focus and prioritize what the money is 
to be spent on, we will never be able to match resources to needs in 
postsecondary education.

Prestige versus Learning 

The unsatisfying choice between elitist prestige and access on the 
cheap is not just an artifact of historical market forces; it is also the result 
of self-conscious policy and planning. In the early post–World War II 
era, Americans were confronted with a rising demand for colleges, as 
postsecondary education shifted from an elite system to a mass system. 
In order to make expansion affordable and preserve selectivity in the top 
colleges, the nation moved to a hierarchical systems architecture that 
was intended to maximize returns to public investments by allocating 
resources directly with the ability to benefit, as measured by test scores 
and grades. The core financing principle was that money should flow 
toward the highest-quality institutions and the highest institutional con-
centrations of students with the highest test scores. But the basic architec-
ture of the emerging mass system of postsecondary education, modeled 
after the 1960 California Master Plan for Higher Education, did include 
two elements to promote upward mobility. First, the public flagship uni-
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versities that sat atop the middle tier of less-selective state colleges 
and junior colleges were intended to provide universal access to the 
most-selective public colleges. Second, statutory provisions encour-
aged transfer from two-year to four-year institutions as the primary 
function of “junior” colleges.

But in hindsight, we now can see that the original post–World 
War II architecture for the mass postsecondary system worked only 
as long as revenues and enrollments expanded during the postwar 
economic boom and baby boom. By the 1970s, the influx of baby 
boomers peaked, and the postwar economic boom soured with eco-
nomic stagnation and inflation—“stagflation.” When the baby boom 
petered out and the economic boom ended, budgetary stringency 
systematically undermined postsecondary funding and discouraged 
transfers from two-year to four-year colleges. Ever since the cycles 
of booms and busts in postsecondary budgets have been tied to the 
cycles of recession and recovery, and underneath the waves there has 
been a steady shift toward a funding hierarchy tied to selectivity, 
with a minimum of upward mobility between the selectivity tiers 
or transfers between the community colleges and the four-year col-
leges. 

After little more than a decade of shared growth, win/win bar-
gaining between the elite private colleges, flagship public colleges, 
state colleges, and community colleges began to unravel. By the 
1980s, the component institutions in the California system and its 
progeny in the other forty-nine states had reasserted themselves into 
a fragmented set of resource-hungry and status-driven institutional 
silos and individual institutions in head-to-head competition for 
public and private resources.

Differences in per-student spending by selectivity have grown 
since California launched the American version of the modern mass 
postsecondary system. And the central thrust of the growth in spend-
ing per student has been vertical, based on one-dimensional test-
based measures of selectivity that do not reflect student or community 
financial capacity or needs. Vertical differences in selectivity drive 
spending much more than horizontal differences in program cost or 
student need. In community colleges, for example, the instructional 
and equipment costs for providing academic associate degrees are 
less than the costs of many technical associate degree programs. As 
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a result, cost structures drive the provision of academic associate 
degrees over high-cost technical programs, even if the earnings 
returns and labor market demand favors the technical programs.

The first round of efforts since the 1960s to build a comprehen-
sive governance system for the burgeoning variety of postsecondary 
institutions has not lived up to the original efficiency and equity 
expectations. Initially, the rising demographic and economic tide 
that came with the post–World War II baby and economic booms 
raised all the postsecondary boats. Elite private colleges, public flag-
ships, state colleges, and less-selective private and community col-
leges were able to cut win/win deals to share in the new revenues 
from baby boom expansion and the postwar economic boom. But 
the early consensus quickly returned to sharp-elbowed competition 
when the money and the students ran out.

The California Master Plan and its progeny gradually have 
evolved into a caricature of their original selves, emphasizing their 
hierarchical features and deemphasizing their allegiance to access 
and transfer.54 Nationwide, differences in spending per student have 
skyrocketed by level of selectivity. Stratification and diversification 
have hardened institutional boundaries and reduced mobility within 
the higher education system. For example, while community col-
leges have evolved to serve many functions other than transfer and 
baccalaureate attainment, only 10 percent of students who start out 
at community colleges get a baccalaureate.55

The funding crunch and an increasing demand for training 
also have created a growing divide between more general forms of 
education and job training in the public and private postsecondary 
system. Our own analysis of available data shows that occupational 
certificates, most highly concentrated in community colleges, made 
up 23 percent of postsecondary degrees and awards in 2006 and 
are growing faster than two- and four-year degrees. Contract train-
ing for incumbent workers has become a crucial revenue source for 
community colleges.

The postsecondary hierarchy mimics and then reinforces the 
workforce hierarchy. The most selective institutions provide an 
on-ramp to the graduate professions, finance, and other elite pri-
vate sector occupations. The state colleges provide seats for those 
in the middle ranges of socioeconomic status and test scores, and 
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prepare students for careers in the rank and file professions, especially 
in the public sector—including school teachers, the uniformed services, 
accountants, health care professionals (except doctors), and public and 
private administrators. The mass of the remaining students are allocated 
to community colleges where they have access to associate degrees and 
certificates that prepare them for roles as technicians, state-licensed occu-
pations, and support functions in both the public and private sectors.

The community colleges and proprietary colleges seem ideally suited 
to the democratic standards of a mass higher education system. They 
are inclusive, lower cost, and adaptive to changing economic and social 
demands. But the community colleges seem to have too many missions 
and not enough money; as they continue to spread revenue across a 
broader segment of the postsecondary population, spending per student 
appears to be so watered down and diffused that additional spending at 
the margin has minimal effects on outcomes.56 Accessibility and lower 
prices are not substitutes for affordable quality based on measured out-
comes.57 

This growing divide between selective four-year colleges and the 
less selective four-year and two-year institutions where the other half of 
American students enroll reflects a deeper divide between more general 
and job-specific forms of education. One system prepares a select minor-
ity for leadership and the other prepares the mass of students for jobs. 
According to the National Leadership Council for Liberal Education, 
even as we “dismantle the inequitable systems of academic vs. vocational 
tracking in . . . American high schools . . . tracks of the same kind are 
multiplying in postsecondary education . . . and these tracks are stratified 
by income and race.”58 

Differences between public and private resources also have wid-
ened. The flagship publics have become de facto private institutions in 
the pursuit of revenue and prestige, selling off public assets and moving 
further away from public equity goals. The state flagships have less and 
less to do with the states in which they were founded as they cope with 
declining public support and compete for prestige in a national and global 
context. Out-of-state and international students usually pay three times 
as much as in-state residents for access to the elite public colleges. They 
make up half the students at the University of Iowa, for example, and 44 
percent at Penn State.59 The public flagships have less and less to do 
with public purposes, especially the public commitment to equity and 
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upward mobility. For example, the share of Pell Grant students at the 
University of Virginia has declined below 10 percent, compared with 
an almost 50 percent shares of Pell Grant recipients at the University 
of New Mexico; and the share of Pell Grant students are declining at 
thirty of the fifty flagship institutions.60 

As it currently operates, the American postsecondary model 
invests disproportionately in selectivity over access, persistence, 
and completion, and generally ignores its core function, which is to 
improve the craft of teaching and learning.61 The self-defeating race 

for prestige makes a fetish of test scores and the other admissions 
metrics as a way of keeping score. Even the insiders complain that the 
competitive dynamic now focuses on prestige more than innovations 
in teaching and learning or student outcomes.62

Mending Not Ending the Race for Prestige 

Mending the race for prestige in postsecondary education means 
shifting the balance in the basis of competition from inputs to outcomes. 
Funding outcomes based on student needs would shift competition for 
funds toward the things that matter in postsecondary education and in 
the broader society: things such as cost-effective teaching and learning, 
educational value added, and student success. A focus on outcomes 
would increase choices among educational and career pathways and 
begin to flatten the rapidly ascending growth in the postsecondary hier-
archy, reducing the socially and politically charged “winner take all” 
competition for elite college seats.63 

An outcomes-based system also would create a more even playing 
field and competition based more on measured performance and less on 
longevity. The most selective colleges are America’s oldest institutions. 
They have been around long enough to become venerable brands and 
create dynastic advantages from generations of former students who 
become contributing alumni. Longevity brings reputational advan-
tages, which become financial advantages because reputation leverages 
institutional fund-raising and higher tuitions. Students from the most-
prestigious institutions do benefit from their association with these 
brand-name organizations, but the larger effects seem to be grounded 
in the differences in educational spending while they were in college.64 
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Hence, reputation and college rankings are a pretty good proxy for 
quality, because reputation leads to gross differences in spending. But 
reputation and quality are not the same things, and competition based 
on gross spending differences discourages efficiency. There are also 
apparent inefficiencies in the contest for admission to prestigious col-
leges. The extensive efforts of students to build competitive applications 
for enrollment at selective colleges does not seem to have increased 
educational achievement proportionately.65 Furthermore, college prep-
aration has become decidedly unequal. For example, according to a 
recent analysis, only 8.3 percent of lower-income students take test prep 
courses, compared with 78 percent of upper-income students.66 More 
than a third of upper-income students visit more than six colleges, com-
pared to a little over 4 percent of lower-income students. 

The fixation on admitting students with the highest test scores 
either in the interest of prestige or to maximize the likelihood of gradu-
ation seems excessive. It seems to make selective colleges much too risk- 
averse in balancing equity and efficiency goals. For example, we find that 
Barron’s “Most” selective and “Highly” selective colleges include the 
most prestigious 22 percent of college seats. The likelihood of graduat-
ing from one of these colleges for students with an SAT/ACT equivalent 
score of 1000 to 1200 is about 85 percent; but, according to Barron’s, 
these colleges tend to require test scores above 1250 for admission. The 
1250 SAT/ACT score does increase the likelihood of graduating from 
85 percent to 96 percent, but it also excludes large numbers of students 
who scored between 1000 and 1250 and would have a very high (85 
percent) likelihood of graduating. The 1250 test score requirement also 
excludes a large swath of less-advantaged students who would have 
an 85 percent chance of graduating. We find that roughly a third (32 
percent) of those who achieve an SAT/ACT score between 1000 and 
1100 and almost a quarter (23 percent) who scored between 1100 and 
1200 come from the bottom-half of the SES distribution.67 

A Flawed Success 

The increasing access to postsecondary education has been 
extraordinary over the post–World War II era. However, this 
American postsecondary educational success comes with a dilemma: 
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the undeniable benefits of growing access have been diluted by the 
tracking of students by race, ethnicity, gender, socioeconomic status. 
As a result, the benefits of increased access tend to come wrapped in 
the tensions inherent in increased racial, ethnic, and socioeconomic 
stratification by level of selectivity.

The connection between postsecondary expansion and stratifica-
tion explains the puzzling fact that postsecondary degree production 
has not kept up with the growing economic demand for college talent. 
Understanding stratification in resources seems to be the key piece in 
solving one of the major puzzles that has confounded economists since 
the 1980s: the earnings returns to college have been rising rapidly 
since the 1980s because the rate of increase in the supply of college 
talent has not kept up with demand.68 While an increasing share of 
Americans are going to college, graduation rates are low and declin-
ing, and the result has been an increasing wage inequality between 
college-haves and college-have-nots. 

The economic question is: Why hasn’t the lure of increasing earn-
ings for college educated workers produced commensurate increases 
in college attendance and graduation rates? 

At first blush, it looks like the lack of preparedness keeps young 
Americans from realizing the earnings returns that beckon from labor 
markets. But on closer examination, the evidence does not hold up. 
Readiness matters, but the role of relative preparedness in determin-
ing the ability to benefit from college is overstated. The “readiness” 
rationalization for low and declining graduation rates relies on aggre-
gate and superficial correlations between graduation rates and test 
scores, grades, and other traditional metrics. While the average test 
scores in the least-selective colleges are lower than they are in selec-
tive institutions and have declined, test scores are only part of what 
determines college success.

At best, test scores and high school grades explain less than half 
the differences in college freshman grades, and are even weaker deter-
minants of the likelihood of graduation. As we discuss below, the 
differences in college graduation rates are remarkably flat in the top 
half of the SAT and ACT test score distributions. Differences of one 
hundred points on SAT scores, for example, do not matter much as 
predictors of graduation above the mid-points of the SAT test score 
distribution, especially at selective colleges, even though the same dif-
ferences matter much more in the competition for seats. And people 
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with the same test scores and grades graduate from college at remark-
ably different rates, especially when sorted by levels of selectivity. In 
general, the full range of students in the upper half of the SAT/ACT 
test score distribution see their chance of graduating with a baccalau-
reate increase with the selectivity of the college they enter. 

The Relation between Stratification 
and College Performance 

K–12 preparation deserves a healthy share of the blame for disap-
pointing college enrollments, persistence, and graduation rates, but the 
evidence suggests that a substantial share of the blame for poor postsec-
ondary performance also goes to the increasing stratification of resources 
in postsecondary education itself. Using K–12 failure as the scapegoat for 
poor college graduation rates does not hold up in the data. For example, 
one 2009 study shows that student preparation accounts for no more 
than 30 percent of the decline in graduation rates.69 It finds that the shift 
in resources as measured by student faculty ratios explains up to one-
quarter of the decline in completion. A 2000 study finds that the shift 
in enrollments from more- to less-selective and less-well-funded institu-
tions can account for up to 75 percent of the decline in completions.70 In 
addition, the commonly held view that college entrants are declining in 
quality is overstated. For example, the influx of well-prepared females, 
who were discouraged in the past from attending college, especially selec-
tive colleges, is a counterbalance to the increase in less-prepared students, 
who tend to be males. In addition, the wide differential in admission 
rates, persistence, and graduation rates among equally qualified students 
suggests that there is more than preparation at work in explaining low 
graduation rates. Hence, graduation rates are tied to spending per student 
as well as institutional selectivity.

On balance, the evidence suggests that student quality matters, 
but low and declining student graduation rates also are caused by the 
increasing stratification in spending per student. Graduation rates are 
increasing at selective private four-year colleges and the public flagships, 
where resources and advantaged students are increasingly concentrated, 
and declining in non-selective four-year and two-year colleges, where the 
bulk of postsecondary students, especially less-advantaged students, are 
concentrated.
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On the whole, the ratio of per-student funding between public 
and private colleges declined from 70 percent in the mid-1970s to 58 
percent in the mid-1990s.71 The Delta Project finds an inverse rela-
tionship between spending per student, selectivity, and the numbers 
of students served.72 One study reveals that resources per student at 
the selective colleges have increased to four times the resources at the 
non-selective public four-year colleges,73 and a subsequent study by the 
same authors shows differences in student/faculty ratios of 19-to-1 in 
elite private colleges, 29-to-1 in public flagship colleges, and 56-to-1 
in two-year public colleges.74 One study finds a ratio of 8-to-1 in the 
difference in student subsidies provided by selective relative to non-
selective colleges.75

Several studies by Stanford economist Caroline M. Hoxby show 
even greater disparities between the most selective and the less selec-
tive colleges.76 Hoxby attributes these differences to the industrial 
organization of higher education. She shows the gradual integration 
of the higher education selection process through the adoption of a 
national testing regime based on the ACT and SAT. Hoxby argues that 
the polarization in resources is a natural outcome in a more integrated 
national system of testing and college attendance. She argues that the 
rising returns to college in general—and to selectivity in particular—
combine with the growth in a national admissions testing regime, the 
nationwide reach of communications and information technologies, 
and lower transportation costs to create an integrated national market 
in higher education selectivity, with growing global reach. 

Hoxby’s observations are well-supported by data that show declin-
ing differences in admissions scores within colleges by selectivity, and 
increasing stratification among colleges by test scores. The result is a 
postsecondary system with increasing vertical stratification. According 
to Hoxby’s data, in 1967 the least-selective colleges spent in (2007 
dollars) about $3,900 per student and the most selective schools spent 
about $17,400, with other colleges fanning out in between—a differ-
ence of $13,500. By 2006, the low-selectivity colleges had resources of 
about $12,000 per student and the most selective colleges had about 
$92,000 per student—a difference of $80,000. 

Hoxby documents the disparities in postsecondary spending, but 
then concludes, as many others do, that the disparities ultimately serve 
the public interest. In her view, the market structure of higher edu-
cation produces optimal learning returns from our higher education 
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investments. Hoxby argues that the current model of college access, the 
one that shapes our current postsecondary hierarchy, creates a direct 
ascending relationship between increasing expenditures and increas-
ing test scores as most efficient in producing learning of benefit 
to the larger society.77 In theory, the most expensive professors, 
combined with student bodies with the highest test scores, lower 
student/faculty ratios, and the best postsecondary facilities, equipment, 
and student services are required to mine the socially valuable abilities 
of students with high test scores. 

The essential premise that justifies spending more on affluent 
students with high test scores and less on less-affluent students with 
lower test scores rests on the assumption that there are differences in 
the individual ability to benefit from high-quality education. From this 
perspective, more expensive learning environments are necessary to 
develop fully the high-testing students who have the ability to ben-
efit from them. The corollary is that these high-quality and relatively 
expensive learning environments would be less effective and wasteful 
if made available to the vast majority of college students whose test 
scores demonstrate they are unable to benefit fully. Thus, the comple-
mentarities between increasing resources and student ability to benefit, 
as measured by SAT and ACT test scores, justify unequal spending in 
order to maximize the social and economic value of learning. 

The Positive Effects of a Selective Education 

Researchers tend to agree that there are robust and positive effects 
from going to elite colleges. On closer examination, the positive effects 
from selective college attendance seem due—as much or more so—to 
resource advantages rather than to peer effects or other factors tied to 
the increasing stratification in college access. 

The current American model assumes that institutional quality 
and student quality are inseparable, and we cannot have more of one 
without more of the other. In this traditional view, there are learning 
gains that result from putting all the students with the highest test 
scores on the same college campuses. These “peer” effects assume 
that each student benefits from the high test scores of all the students 
on a particular campus because students learn from each other. In 
addition, generally it is assumed that the students with the highest test 
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scores should go to the colleges with the greatest resources because 
the synergies between high-scoring student populations and institu-
tional resources produce the highest learning returns to society.

Hoxby argues that the connection between peer relationships 
and resource advantages even extends across the generations.78 In her 
model, the ongoing quality of education in each selective college benefits 
from a “dynasty” of financial support and connections provided by the 
historical accumulation of its contributing alumni. 

Hoxby explains that, in the selective colleges, each generation pays 
a declining share of the full cost of their education but, as contributing 
alumni, they become part of the college dynasty by funding part of the 
next generation’s education, just as previous generations funded their 
elite education. In order to ensure that this intergenerational funding 
mechanism continues, selective colleges need to do their best to see that 
students succeed in college and in their subsequent careers so that they 
can afford to join the dynasty if they are to replenish and grow endow-
ments for the benefit of succeeding generations. The dynastic mechanism 
adds another dimension to the effects of differences in college quality and 
the tendency of those differences to reinforce intergenerational transmis-
sion of privilege.

It is in the consideration of peer effects that the consensus on the 
standard model for the current system of selectivity begins to unravel. 
Hoxby’s explanation of the effects of affluent peers on spending in selec-
tive colleges does make intuitive sense. But the view that there are peer 
effects that improve individual learning, persistence, graduation rates, and 
subsequent career success are more muddled in the data. The notion of 
campus-wide peer effects on learning loses considerable authority when 
researchers look at actual students and their peer relationships on college 
campuses. The evidence of peer effects on persistence and learning shows 
up not in college class cohorts, but in more intimate relationships, such 
as those between roommates and friends. Peer effects are hard to find in 
the data. To the extent they are measurable, they do not tend to matter 
much, especially among the most-qualified students, but they do matter 
to some extent among less-qualified students.79

The finding that peers do not matter much among the more quali-
fied students suggests that the increasing stratification in postsecondary 
test scores and preparation is suboptimal. As is commonly found in 
K–12 education research, there is probably some optimal mix of more- 
and less-prepared students in selective colleges that does not harm the 
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educational performance of the better-prepared students and improves 
the performance of the less-prepared students.80

Researchers Stacy Berg Dale and Alan B. Krueger agree with Hoxby 
that earnings effects subsequent to graduation from selective colleges are 
strong and positive but they find this has little to do with peer effects.81 
They find that the average SAT scores of the students’ peers while they 
were in college has no effect on the students’ post-college earnings. They 
find that college selectivity produces robust earnings effects that are due 
primarily to the differences in resources at selective colleges.

In any event, even if the disproportionate investment in advantaged 
students is economically and educationally efficient, why do we allow 
policies that promote large differences in public investments among 
the nation’s youth? Since the 1970s, these types of outsized differences 
have resulted in a spate of judicial rulings mandating greater equality 
and educational adequacy in K–12 education. At a time when access to 
postsecondary resources determines lifetime opportunity, how can we 
justify investing so much more in advantaged students over students from 
working families in the middle of test score distribution and low-income 
students in the bottom tiers of the test score distribution?

The disproportionate spending on affluent students in selective col-
leges seems indefensible on equity grounds. It seems all the more indefen-
sible because the current extent of inequality in postsecondary education 
does not seem justified on economic efficiency and educational efficiency 
grounds either. Setting aside equity concerns, it appears that we have 
come to a point where the differences in spending per student in postsec-
ondary education are inefficient. 

Losing Ground: Race, Ethnicity, and Socioeconomic 
Status 

Americans are comfortable with inequality so long as there 
is upward mobility. Given this perspective, many take comfort in 
the view that postsecondary education is a hand-me-down system 
in which advantaged white and affluent students lead the charge 
on access and selectivity while African Americans, Hispanics, and 
lower-SES students follow closely. Eventually, in this view, once the 
demand for access and selectivity among advantaged whites and 
the affluent is saturated, then African Americans, Hispanics and 
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low-SES students are supposed to move up the selectivity scale.82 In 
recent years, the increasing demographic share of a high school class 
claimed by African Americans and Hispanics and the declining share 
of whites give added credence to the view that African Americans 
and Hispanics, if not low-income students, eventually would move 
into the postsecondary system and up the selective college hierarchy 
in good time. This view that progress is slow but inevitable is an 
article of faith in American culture. 

Our data, however, cast doubt on the robustness of the hand-
me-down dynamic in postsecondary education. What future projec-
tions there are say postsecondary inequality by race, ethnicity, and 
SES—as well as inequality in spending—will only increase.83 Broadly 
gauged economic data show that upward mobility in the United 
States has slowed to European levels, in large part due to differences 
in postsecondary opportunity.84 Our projections of future demand 
for college workers also suggest that the hand-me-down process is 
working too slowly to provide the skilled workforce America will 
need in the coming decades.85

In our postsecondary system, increasing access tends to benefit 
all groups; however, it also tends to sustain or even increase the dis-
tances between them. For example, data comparing postsecondary 
participation between 1982 and 2004 show a drop from 65 percent 
to 39 percent between 1983 and 2004 in the share of high school 
students from the bottom SES quintile who did not go on to post-
secondary education.86 Nonetheless, over the same period, the differ-
ences between the postsecondary access between the top and bottom 
SES quintiles actually increases from a little more than two-to-one to 
more than five-to-one.

Racial, ethnic, and socioeconomic isolation in postsecondary 
education is not just about preparedness. As we discuss and elaborate 
below, there has been ample evidence in the last several years that 
increased access at the K–12 level has created substantial numbers 
of highly qualified students from working class, minority, and low-
income families who are ready for the most selective colleges but who 
never attend college or who attend colleges below their tested abil-
ity levels.87 In particular, stratification and underachievement among 
highly qualified students in the postsecondary system is increasing 
because the growth in postsecondary education is occurring from the 
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bottom-up in postsecondary education. African-American, Hispanic, 
and low-SES students are crowding in at the community colleges and 
the less-selective four-year colleges—and being crowded out by limited 
resources as these institutions try to serve more and more students with 
less and less money.88

Our dilemma is that, while the bottom-heavy expansion in post-
secondary access has encouraged economic and social inclusion,89 it has 
also tracked minorities and lower-income students into less selective 
colleges and ultimately into careers with lower earnings and status.90 
And as we show below, many qualified students from less-advantaged 
backgrounds get lost along the way from high school to selective col-
leges, resulting in significant levels of underachievement or undermatch-
ing between the most-able students and less-selective colleges.91

The Pursuit of Prestige 

The engine of stratification in the college growth dynamic begins 
with the national and even international competition for prestige 
rankings among the selective colleges.92 As the boundaries for selec-
tive competition grow from local to regional and national venues, 
selective college markets tighten and become more integrated. They 
also become more differentiated, and individual colleges become 
more internally homogenous by test scores, SES, race, and ethnicity. 
As a marker of the competition for prestige, it is telling to note that 
the Yale acceptance rate has fallen from 70 percent to 8 percent of its 
applicants since 1932.93

The pursuit of prestige is a self-propelled engine of stratifica-
tion. Prestige is produced jointly through the interaction of institu-
tional subsidies and student tuitions. Colleges raise revenues from 
a variety of sources and invest in prestige assets, including faculty, 
facilities, subsidies necessary to draw high SAT/ACT students, and 
student amenities. Students pay higher tuitions in order to gain access 
to prestige colleges. Affluent colleges are chasing high-performing 
students with institutional subsidies in hand. And affluent students 
are chasing affluent colleges with their SAT and ACT scores and par-
ents’ checkbook in hand. The result of this prestige-driven dynamic 
is increasing stratification in postsecondary expenditure per student 
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Box 3.1 The Number of Competitive Colleges Is 
Increasing in the Barron’s Rankings since 1994, and the 

Number of Less- and Non-Competitive Colleges 
Has Declined

Changes in Enrollment by Barron’s 
Selectivity Levels

Our analysis relies on the levels of college selectivity defined 
by Barron’s. We have combined several levels of their original 
groupings to condense selectivity from six levels to four. This 
was done to increase sample size of under-represented groups 
in the top colleges. We do not include “Special” colleges in 
our analyses.

Most and Highly Competitive Colleges Have 
Grown From 146 Colleges in 1994 to 193 in 2006

Most Competitive—The Most Competitive colleges have 
highly competitive admissions, generally requiring high school 
rank in the top 10 percent to 20 percent and grade averages 
of a B+ and above. Median SAT scores are between 1310 and 
1600 and 29+ on the ACT. Admissions are usually less than 
one-third of applications.

Highly Competitive—The Highly Competitive colleges look 
for students with B and better grade averages and a position 
in the top 20 percent to 35 percent of their high school class. 
Median SAT scores are between 1240 and 1310. Median ACT 
scores are 27 to 28. Admissions rates are between 33 percent 
and 50 percent.
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Very Competitive Colleges Have Grown From 253 
Colleges in 1994 to 279 in 2006  

Very Competitive colleges admit students with GPAs of a B– 
and above and who rank between 35 percent  and 50 percent 
of their high school class. Median scores are between 1150 
and 1240 on the SAT and between 24 and 26 on the ACT. 
These colleges generally accept one-half to three-fourths of 
their applicants, but a significant number accept less than one-
third.

Competitive Colleges Have Remained Constant; 578 
Colleges in 1994 to 572 in 2006

Competitive is a broad category that generally admits students 
with median SAT scores between 1000 and 1140 and with 
ACT scores between 21 and 23. Some require high school 
GPAs of a B– or better, while others accept a minimum C 
GPA. Most of the competitive colleges admit 50 percent to 65 
percent of applicants, while some admit between 75 percent 
and 85 percent. A small number of these colleges accept less 
than one-half of applicants.

Less- and Noncompetitive Colleges Have Shrunk 
Dramatically, Dropping from 429 in 1994 to 299 
in 2006

Less Competitive—Median scores in this tier are generally be-
low 1000 on the SAT or below 21 on the ACT, though some 
that require admissions tests do not report entry medians. 
Many of these colleges accept students with below C aver-
ages in high school and in the top 65 percent of their class. 
Acceptance rates are above 85 percent.
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and college quality. Moreover, because the core metric for student qual-
ity is SAT or ACT scores, which break down along racial, ethnic, and 
socioeconomic lines, the resulting stratification in expenditure per stu-
dent and college quality is closely aligned with racial, ethnic, and 
socioeconomic stratification.

Stratification and Public Investment 

As would be expected, college graduation rates increase with 
selectivity and resources. For example, baccalaureate graduation 
rates in the top tiers of what Barron’s94 refers to as the “Most” 
selective and “Highly” selective colleges are better than 85 percent 
on average, compared with 54 percent in the fourth tier, “Non-
selective” four-year colleges, and only 36 percent in community 
colleges achieve a baccalaureate, associate degree, or certificate.95 
Much of the decline in college graduation rates can be accounted 
for by community colleges, and the overwhelming cause is the dif-
ferences in resources available by level of selectivity.96

These relationships raise questions about the basic purposes 
of public investments in both public and private higher education: 
Where are the economic and social returns highest when it comes 
time to invest an additional public dollar in postsecondary edu-
cation? Alternatively, do we invest in quantity improvements in 
persistence and graduation rates in the lower-cost and much more 
heavily populated public institutions and community colleges? 
This basic efficiency question can turn either way, but from an 

Noncompetitive—Noncompetitive colleges require only evi-
dence of high school graduation. Entrance exams are some-
times used for placement purposes. Seating capacity can limit 
the acceptance rates in these colleges but those with acceptance 
rates of 98 percent and better are automatically included.

Source: Barron’s Educational Series, College Division, 2009.
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equity perspective, when dollars are scarce, the downstream invest-
ment in the public institutions—especially the less-selective public 
institutions—seems more sensible if we want to reduce both post-
secondary stratification and the earnings differences it encourages.

These hard choices are complicated by the fact that the costs 
of selectivity have no natural limits, except for those that arise 
from limited public and family budgets. The pursuit of prestige 
and the stratification it brings is like a race with no end in sight.97 
One view that continues to gain support is the notion that we can 
at least ameliorate the tendency toward increased stratification by 
admitting more highly qualified students from working class and 
low-income families into our most selective colleges by expand-
ing racial, ethnic, and SES-based affirmative action. It seems clear 
that selective colleges can choose among a broad group of qualified 
students in the upper half of the admission test score distribution 
with at least an 85 percent chance of graduating. There does not 
seem to be much difference between people who score between 
1000 and 1200 on the SAT; they all graduate at a rate of 85 per-
cent. The same is true for those who score above 1200, who tend 
to have a consistent likelihood of graduating well over 90 percent. 
Admission tests matter in predicting grades and graduation rates, 
but marginal differences in admissions test scores, especially above 
the national average score, matter less than is usually supposed 
and matters much less than the weight the SAT and ACT carry in 
admissions decisions. Moreover, our own preliminary data analysis 
on career effect differentials in the upper half of the admissions test 
score distribution do not show much effect on earnings or occu-
pational choice by one-hundred-point or even two-hundred-point 
differences in SAT equivalent scores above 1000.98 

Hence, it is unclear that the increasing marginal investments 
in selectivity are as valuable as greater marginal investments in less 
selective colleges if our goal is to increase access, quality, comple-
tion, and upward mobility. Higher investments in selectivity do 
drive earnings differences among baccalaureates, but the effects 
are marginal because they affect such a small share of students and 
do not matter for the mass of students who do not attend the most 
prestigious colleges. An alternative use of the funds for improving 
resources at less-selective colleges could boost overall enrollment, 
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persistence, and graduation rates because smaller increments in 
spending can have larger effects on enrollments at less-selective and 
less-expensive institutions. Consequently, for example, the earn-
ings and social returns to investing a marginal dollar in two-year 
colleges can have a higher economic and social payoff than using 
a marginal dollar for investing in the more selective four-year col-
leges.

2. Racial, Ethnic, and Socioeconomic 
Stratification

American postsecondary education has become bigger, better, and 
more inclusive, but more stratified at the same time. The rising tide 
of college enrollments has raised all the boats, but raised some more 
than others. White students from more-affluent families have moved 
up, concentrating in the top tiers of selectivity, while minorities and 
lower-income students have improved access but have become in-
creasingly concentrated in the least selective four-year colleges and 
community colleges.

Four-year colleges have become increasingly top-heavy. 
The dynamic of colleges competing with each other by chasing 
students with the highest test scores and students chasing col-
leges with the most-selective admissions criteria appears to have 
resulted in an upward spiral of selectivity—and, arguably, an 
increasing stock of high-quality, four-year postsecondary institu-
tions, and student quality. At the same time, annual enrollments 
in sub-baccalaureate institutions have increased to roughly half 
of all annual enrollments. While enrollment shares in Barron’s 
“Less” and “Non-Selective” colleges have declined, the combined 
annual enrollments among sub-baccalaureate and “Less” and 
“Non-Selective” four-year colleges account for more than half of 
annual enrollments.

The American stock of selective colleges and students qualified 
to attend them has increased. Among four-year colleges, institutional 
capacity has shifted toward the more-competitive colleges and away 
from the less- and noncompetitive ones (see Figure 3.2). 
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The number of four-year institutions that meet the Barron’s zz

standards for the first tier of “Most” and “Highly” competitive 
colleges has risen from 146 colleges to 193 colleges. 

The number of four-year colleges in the second tier of the “Very” zz

competitive category has risen from 253 colleges to 279 colleges.

The number of four-year colleges in the third tier, “Competitive” zz

category has declined from 578 colleges to 572 colleges.

The number of four-year colleges in the bottom tier of the “Less” zz

and “Non-Competitive” category has actually declined from 
429 colleges to 299 colleges. As will be discussed in more detail 
later, this change is married with a very significant increase in 
African-American enrollment share on these campuses.

Figure 3.2 Number of Four-Year Colleges, by Selectivity,  
1994 and 2006

Source: Authors’ calculations; Barron’s Selectivity Rankings, various years.
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The Barron’s standards for the different levels of selectivity 
have not changed appreciably, but more colleges are meeting the 
higher standards set for them in the selective categories. 

Enrollment follows the same pattern. Comparing the patterns of 
enrollment and college selectivity between 1994 and 2006 by examin-
ing enrollments in the National Education Longitudinal Survey (NELS) 
and the Education Longitudinal Survey (ELS). we can see that the share 
of four-year college enrollments in “Most” and “Highly Competitive” 
colleges grew from 16 percent to 22 percent, and the enrollment share 
of “Very Competitive” colleges grew from 21 percent to 27 percent (see 
Figure 3.3). 

Figure 3.3 Percentage of Total Enrollments, by Selectivity, 
1994 and 2006

Source: Authors’ calculations; Barron’s Selectivity Rankings, various years; 
National Education Longitudinal Study: Base Year through Fourth Follow-Up, 
1988–2000 (Washington, D.C.: UN.S. Dept. Of Education, National Center For 
Education Statistics, 2000); Educational Longitudinal Study: Base Year to Second 
Follow-Up, 2002–2006 (Washington, D.C.: U.S. Dept. of Education, National 
Center for Education Statistics, 2006).
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Hence, the data suggest that the stock of selective college seats 
has increased and the stock of “Less” and “Non-Competitive” 
college seats has declined. In other words, the relative seating 
capacity in four-year selective colleges has increased and the rela-
tive seating capacity in “Non-Competitive” four-year colleges has 
declined. At the same time, we know that over the same period 
the stock of high school graduates with test scores high enough to 
meet the standards for selectivity in the three top tiers of selective 
institutions has increased. 

The Good News and the Bad News 

This is both a good-news and a bad-news story. The good news 
is that we seem to be increasing the stock of quality institutions and 
producing enough highly qualified students to fill them. There is more 
good news in the fact that more high school students are going to 
college; this good news grows when we add community colleges into 
the mix. The community colleges allow us to keep the nation’s prom-
ises of access and upward mobility by providing college on the cheap. 
Without them we could not afford an increased stock of selective col-
leges. Between 1994 and 2006, the share of two-year students increased 
from 22 percent to 36 percent of all college students, and more than 
half of annual freshman enrollments at public institutions.

The bad news begins with the fact that graduation rates have not 
kept up or improved with the growth in postsecondary education, and 
low graduation rates relate directly to the skewing of resources per 
student by selectivity. For example, one recent study finds that bac-
calaureate graduation rates among those who enter college have fallen 
from 45 percent to 40 percent since 1970.99 Aggregate differences in 
graduation rates hide wide differences by selectivity. Graduation rates 
range from an average 86 percent in the top tiers of the almost 200 
“Most” and “Highly” four-year selective colleges, to an average of 54 
percent in the bottom tier of almost 300 “Less” and “Non-Selective” 
four-year colleges.

What is truly stunning is the variation in graduation rates within 
categories of four-year selectivity.100 For example, within the bottom 
“Non-Selective” category, the graduation rate among the bottom ten 
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colleges averages 13 percent, with Southern University dead last at 8 
percent. Among the top ten colleges in the “Non-Selective” category, the 
average graduation rate is 66 percent, and two of these “Non-Selective” 
colleges, Arkansas Baptist College and Concordia College in Selma, clock 
in at 100 percent and 97 percent respectively, placing them among the 
top four graduation rates in the United States, along with Atlantic Union 
College and Harvard College in Massachusetts. 

Graduation rates rise consistently by college selectivity but the range 
in every category suggests that, while higher graduation rates are one of 
the major benefits of selectivity, the benefit varies enormously. As illus-
trated in Table 3.1 the graduation rate in the top ten “Less Competitive” 
(72 percent) and “Non-Competitive” colleges (66 percent) exceeds the 
graduation rates in the bottom ten colleges in every more competitive cat-
egory except the “Most Competitive” category (16 percent; 18 percent; 
30 percent; 55 percent; and 77 percent). In an economy where graduation 
rates are tightly tied to earnings returns, choosing a college with a high 
graduation rate is just as important as choosing a level of selectivity. 

Graduation rates at community colleges are not so easily character-
ized and compared with graduation rates at four-year colleges. People go 
to community colleges with a variety of aspirations and tend to be less 
ready for college than students who attend four-year colleges. Students 
at community colleges tend to be there for a variety of reasons, including 
job training, associate degrees, vocational certificates, transfer to four-year 
schools, and personal enrichment. (See Table 3.2, page 128.) 

In general, the attainment rates for students who begin at two-year 
colleges are low relative to four-year schools. As you can see in Table 3.3 
(page 130), 36 percent of community college students get a certificate (10 
percent), an associate degree (16 percent), or transfer and get a baccalaure-
ate (10 percent). Another 9 percent have transferred but are still enrolled.101 
Using the certificate, associate degree, and baccalaureate completion rate 
for the 36 percent of students who started at community colleges, the com-
munity college success rate is comparable to the graduation rates in the 
Barron’s 429 “Less” and “Non-Competitive” colleges (39 percent), but 
below the graduation rates at the 572 “Competitive” colleges (49 percent), 
substantially below the graduation rates in the 253 “Very Competitive” 
colleges (62 percent), roughly half the graduation rate in the 111 “Highly” 
competitive colleges (75 percent), and 2.5 times less than graduation rates 
among the 82 “Most” competitive colleges (see Table 3.1).
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 Community college success rates follow the expected pattern by 
race and ethnicity and socioeconomic status (Table 3.3, page 130). For 
whites and the most-affluent students, degree completion (certificates, 
associate degrees, and baccalaureates) for students who start out in 
community colleges ranges between 40 percent and 46 percent.  
For nonwhites, certificate, baccalaureate, and associate degree 
completions do not rise above 30 percent. Community colleges 
do as well as the less-selective four-year colleges with low-income 
students. Their degree attainment  rises to 39 percent among stu-
dents from the bottom SES tier. This rate is comparable to that 
of whites as well as baccalaureate graduation rates with low-SES 
students in the least-selective four-year colleges, but below the 
graduation rates for the same SES cohort in the remaining more-
selective four-year colleges. Attainment rates are relatively low 
for blacks and Hispanics, and relatively high for whites and stu-
dents from families in the highest SES quartile.

Community college success rates do vary by the intentions of 
the students, but still tend to come in below 40 percent. The rate 
at which students say they want to transfer to a four-year college 
to get a baccalaureate and actually achieve one is 19 percent, 
with an additional 16 percent settling for an associate degree, 
and 5 percent settling for a certificate. Among those who say 
they want to achieve an associate degree or a certificate, 29 per-
cent actually get one, and another 7 percent get baccalaureates. 
Among students who say they went to community college to get 
job skills, 17 percent get certificates and another 13 percent get 
associate degrees.102 

Racial, Ethnic, and Socioeconomic Stratification Is 
Pronounced and Increasing 

The pattern of increasing stratification over time shows 
a growing concentration of students from white and affluent 
families in the top tiers of selectivity and an increasing con-
centration of African-American, Hispanic, and lower-income 
students left behind in the least-selective four-year colleges 
and community colleges. The trend toward racial and ethnic 
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Figure 3.4 Racial and Ethnic Distribution in Colleges, 
by Selectivity, 1994

Source: Authors’ calculations; Barron’s Selectivity Rankings, various years; National 
Education Longitudinal Study: Base Year through Fourth Follow-Up, 1988–2000 
(Washington, D.C.: U.S. Dept. of Education, National Center for Education 
Statistics, 2000).

stratification becomes apparent when we compare the freshmen en-
rollments in 1994 and 2006 with the population share of those groups 
among eighteen-year-olds in high school (see Figures 3.4 and 3.5).

The share of white students going on to college increased from 62 
percent to 65 percent between 1994 and 2006. In spite of the increase 
in new college students, the white share of two-year college students 
and students in the “Less” and “Non-Competitive” colleges declined. 
White students moved out of the less-selective two- and four-year post-
secondary tiers and concentrated in the more-selective four-year col-
lege tiers, even as the number of seats in the selective colleges increased 
and the share of white students among the high school class declined. 

Over the twelve-year period (1994–2006), the share of white stu-zz

dents in the high school senior class declined from 72 percent to 
60 percent, a single percentage point decline each year (see Figures 
3.4 and 3.5). 
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Figure 3.5 Racial and Ethnic Distribution at Colleges, by 
Selectivity, 2006

Source: Authors’ calculations; Barron’s Selectivity Rankings, various years; National 
Education Longitudinal Study: Base Year through Fourth Follow-Up, 1988–2000 
(Washington, D.C.: U.S. Dept. of Education, National Center for Education Statistics, 
2000).

The decline of white students as a share of community college zz

enrollments from 73 percent to 58 percent is roughly consistent 
with the decline in white students of the high school senior class 
over the twelve-year period. 

The white share in the “Less” and “Non-Competitive” institu-zz

tions declined from 79 percent in 1994 to 58 percent in 2006.

 The disproportionate share of whites in selective colleges begins zz

in the “Competitive” group of colleges. The white share of fresh-
man enrollment in the “Competitive” colleges declined slightly 
from the 1994 level, from 77 percent to 73 percent. But the white 
share in these colleges relative to their share of the high school 
class increased from a five percentage point advantage in 1994 
to a thirteen percentage point advantage in 2006. 

The disproportionate share of white students in the “Very” zz

competitive colleges continued and strengthened the pattern. The 
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absolute share remained essentially the same, but the relative 
advantage of whites given their declining share of the high school 
class doubled from 11 percent in 1994 to 22 percent in 2006.

The relative advantage of whites continued to grow in the zz

top tier of “Most” and “Highly” competitive colleges from a 
relative advantage of 6 percent in 1994 to 15 percent in 2006. 
Interestingly, the absolute share of whites drops between 1994 
and 2006 due to the doubling of the share of Asians in the 
“Most” and “Highly” selective colleges. 

Between 1994 and 2006, African Americans increased their 
share of the high school class from 12 percent to 14 percent and 
increased their postsecondary participation from 51 percent to 53 
percent. In spite of their increasing postsecondary participation and 
their increasing share of the high school class, African Americans have 
become more concentrated in community colleges and in the “Less” 
and “Non-Competitive” colleges and are losing ground relative to 
their share of the high school class in the “Competitive,” “Very” 
competitive, and “Most and Highly” competitive colleges.

Over the twelve-year period, the share of African-American stu-zz

dents participating in postsecondary education increased from 
51 percent to 53 percent, and the African-American share of the 
high school class increased marginally, from 12 percent to 14 
percent. 

African Americans increased their share of community college zz

enrollments from 10 percent in 1994 to 14 percent in 2006, a 
level consistent with their share of the high school class.

The African-American share of enrollment in the “Less” and zz

“Non-Selective” colleges increased more than two and a half 
times, from 11 percent to 28 percent––a level twice their share of 
the high school class. The large increases in the African-American 
share in the “Less” and Non-Competitive” colleges is due in part 
to the concentration of African Americans in the Historically 
Black Colleges and Universities (HBCUs), many of which are in 
the “Less and Non-Comepteitve” category.
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There was no change in the absolute shares of African Americans in zz

“Competitive,” “Very” competitive, and “Most and Highly” competi-
tive colleges at 14 percent, 6 percent, and 5 percent, respectively. But 
with their increasing share of the high school class, the flat performance 
in the most selective tiers represents a decline in relative shares.

The access of Hispanics to postsecondary education is 
increasing, but Hispanics actually are losing ground relative to 
their growing population shares. The share of Hispanics going on 
to college has increased from 46 percent in 1994 to 49 percent in 
2006. But over the same period, the Hispanic share of the high 
school class has increased from 10 percent to 16 percent. In sum, 
Hispanics are losing ground, because their rate of college atten-
dance has not kept up with the increasing share of Hispanics in 
the eighteen-to-twenty-four-year-old population. In addition, the 
increase in Hispanic participation has been very bottom heavy.

Hispanics are diminishing in their relative shares in four-year 
college enrollments, especially as selectivity increases. Hispanics 
increasingly are over-represented in community colleges and 
increasingly under-represented in four-year and selective col-
leges. 

The Hispanic share of community college enrollment increased zz

from 11 percent to 19 percent and their share of enrollments at the 
“Less” and “Non-Selective” colleges from 6 percent to 8 percent. 
Even in the “Less” and “Non-Competitive” colleges, where African 
Americans are enrolled at twice their share of the high school class, 
Hispanics are enrolled only at 75 percent of their share of the high 
school class. 

Between 1994 and 2006, in the “Competitive” colleges, the ratio zz

of Hispanic enrollees to the Hispanic share of the high school class 
remained steady at 50 percent.

The ratio of the Hispanic eighteen-to-twenty-four-year-old popu-zz

lation share to enrollments in the “Very” competitive and 
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“Most” and “Highly” competitive colleges has dropped from 70 
percent and 60 percent to 38 percent and 44 percent. 

Stratification by Socioeconomic Status Echoes that by Race 
and Ethnicity (1982–2006)

The pattern of increasing access and increasing stratification by 
race and ethnicity repeats itself when we examine enrollment trends 
by socioeconomic status (see Figures 3.6 and 3.7, pages 136–37). 
The analysis is drawn from data developed by Michael Bastedo and 
Ozan Jaquette of the University of Michigan School of Education. 
The Bastedo and Jaquette data track changes in SES over the twenty-
four years between 1982 and 2006. 

The top tier of “Most” competitive institutions remains remark-
ably stable in its SES distribution:

The share of students from the highest SES quartile increased zz

marginally from 69 percent in 1982 to 70 percent in 2006. 

The share of enrollments for the top half of the SES distribution zz

also increased marginally, from 85 percent to 87 percent. 

The share of students from the lowest SES quartile also increased zz

marginally, from 3 percent to 5 percent, but the share from the 
bottom half of the SES distribution remained unchanged at 14 
percent.

The twenty-four-year history of socioeconomic status in the 
“Highly” competitive colleges mimics SES hierarchy in the “Most” 
selective colleges. 

The share of students from the top SES quartiles increased zz

marginally from 62 percent to 63 percent and the share of the 
students from the top half of the SES hierarchy declined slightly 
from 87 percent in 1982 to 84 percent in 2006. 
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Figure 3.6 Socioeconomic Distribution at Colleges, 
by Selectivity, 1982

Note: Some columns do not total 100 due to rounding. 

Source: Authors’ calculations from M. N. Bastedo and O. Jaquette, “Institutional 
Stratification and the Fit Hypothesis: Longitudinal Shifts in Student Access,” 
Paper presented at the Annual Meeting of the Association for the Study of Higher 
Education, Vancouver, British Columbia, November 4–7, 2009.

The share of students from the bottom half of the SES distribu-
tion increased marginally from 13 percent to 16 percent, due entirely 
to an increase in students from the bottom tier of SES from 4 percent 
to 7 percent.

Over the same twenty-four-year period, the SES distribution in 
“Very” competitive colleges improved slightly. There is some leavening in 
the SES distribution but the top half of the distribution dropped only from 
76 percent of enrollment to 75 percent. The “Competitive” colleges seem to 
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be a switching point in the SES distribution. There is a downward shift of ten 
percentage points between the top and bottom half of the SES distribution.

The top half took 70 percent of the seats in 1982 and 66 percent zz

in 2006. 

The SES distribution in the “Less and Non-Competitive” colleges has 
been looking more like America since 1982. Since 1982, the share of seats

Figure 3.7 Socioeconomic Distribution at Colleges,  
by Selectivity, 2006
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Source: Authors’ calculations from M. N. Bastedo and O. Jaquette, “Institutional 
Stratification and the Fit Hypothesis: Longitudinal Shifts in Student Access,” 
Paper presented at the Annual Meeting of the Association for the Study of Higher 
Education, Vancouver, British Columbia, November 4–7, 2009.
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occupied by the top half of the SES distribution has declined from 61 
percent to 54 percent. The SES quartiles are divided in roughly even 
fashion. The top SES quartile took 25 percent of the seats and the top 
half of SES distribution took only 54 percent of the seats.	

The “Non-Competitive” four-year colleges and the two-year 
colleges have evolved similarly. The share of top quartile SES stu-
dents at two-year colleges has declined from 24 percent to 16 percent 
since 1982, and the share of students from the top half of the income 
distribution has declined from 52 percent to 43 percent. As a result, 
the community colleges are the only selectivity tier in which the lower 
half of the SES distribution is dominant—except for those who do 
not go on to postsecondary education, where 74 percent come from 
the bottom half of the SES distribution, an increase from 69 percent 
since 1982.

Our findings on the increasing stratification by SES are corrobo-
rated by the work of others.103 

The Importance of Socioeconomic Status 

When we look at access to selectivity, socioeconomic status has 
remained key. Top SES students were highly over-represented in 1982 and 
remained so in 2006. In light of the changing demographic distribution 
since 1994, increasing stratification becomes even more pronounced. 

Bastedo and Jaquette’s data show the dominance of SES in deter-
mining both access and selectivity in the twenty-four years between 1982 
and 2006. Overall, this dominance is relatively stable among the more 
competitive colleges, as top SES overrepresentation, compared to popula-
tion share, increased from 43 percent in 1982 to 45 percent in 2006. At 
the same time, low SES over-representation increased among non-college 
goers. (See Figures 3.8 and 3.9 page 140.)

On the other hand, stratification is increased more starkly when 
observed through a demographic lens. In 1994, in the “Most” and 
“Highly” competitive colleges, the overrepresentation of whites 
was 6 percent. By 2006, twelve years later, white overrepresenta-
tion increased 2.5 times, to 15 percent (see Figure 3.10, page 141). 
Over the same period, as the share of Hispanics and blacks in their 
high school class grew, they became more under-represented in their 
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Figure 3.8 Representation of College Students as Compared to 
Population Share, by Selectivity, 1982

Source: Authors’ calculations from M. N. Bastedo and O. Jaquette, “Institutional 
Stratification and the Fit Hypothesis: Longitudinal Shifts in Student Access,” 
Paper presented at the Annual Meeting of the Association for the Study of Higher 
Education, Vancouver, British Columbia, November 4–7, 2009.

share of seats in the “Most” and “Highly” competitive colleges. Between 
1994 and 2006, Hispanic underrepresentation increased from −5 percent 
to −9 percent, and black underrepresentation increased from −7 percent 
to −9 percent.

The same pattern emerges in the “Very” competitive colleges (see 
Figure 3.11, page 142). White overrepresentation doubles to 22 percent. 
Blacks became somewhat more underrepresented (declining to −8 per-
cent) while the Hispanic population more than doubled their disadvan-
tage to −10 percent.

White gains and minority losses continued in the “Competitive” schools. 
Hispanics increased their historic pattern of underrepresentation, while the 
black population moved from being slightly overrepresented (3 percent) to 

 

-30 -20 -10 0 10 20 30 40 50

No postsecondary

14

-4

-4

-7
-4

-4

-3

-14
-8

-15

-17

-16
-21

-22

-16

5

16

7

2
3

4

4

-1

36

43

Percent

Most competitive college

Highly competitive college

Very competitive college

Less and noncompetitive college

Community college

-9

Top SES quartile

Second SES quartile

Third SES quartile

Bottom SES quartileCompetitive college

29



140	 Rewarding Strivers

Figure 3.9 Representation of College Students as Compared to 
Population Share, by Selectivity, 2006
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having an enrollment share roughly equal to their population share. 
While minority groups stalled or backslid, the white population nearly 
tripled their overrepresentation, going from 5 percent to 13 percent. (See 
Figure 3.12, page 143.)

The system shift toward more capacity in the competitive tiers 
appears to have left the black population behind in the “Less” and “Non-
Competitive” schools. Black overrepresentation soared in the “Less” and 
“Non-Competitive” schools, growing from a slight underrepresentation 
to an overrepresentation of 14 percent. White overrepresentation (7 
percent) disappeared as they moved up, and Hispanics continued to be 
underrepresented, slipping from −4 percent to −6 percent. 
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3. Racial, Ethnic, and Socioeconomic 
Stratification Matters

Many argue that the public dialogue over admissions to selective 
four-year colleges has intensified far beyond its practical importance. 
They point out that a very small portion of college students attend 
theation’s brd-name colleges. Is the selective college admissions de-
bate worth all the trouble that comes with it? We think so, in part, 
because the limited level of racial and socioeconomic diversity on 
selective four-year college campuses directly challenges the commit-
ment to upward economic and social mobility at the heart of the 
American creed. Access to selective colleges gives graduates a leg up 
in the competition for elite careers and leadership roles. Selective col-
lege graduation leads to higher earnings.104 As you can see in Figure 
3.14, graduation from selective colleges increases earnings in early 
careers, and these earnings accumulate and expand over a full career. 

Figure 3.14 Entry-level Earnings of College Graduates, by 
Selectivity, 1999

Note: Dollar amounts are in 2007 dollars.
Source: Authors’ calculations from Barron’s Selectivity Rankings, various years; National 
Education Longitudinal Study: Base Year through Fourth Follow-Up, 1988–2000 (Washington, 
D.C.: U.S. Dept. of Education, National Center for Education Statistics, 2000).
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Spending per Student Increases with 
College Selectivity 

Schools with higher selectivityinvest more in the education of 
their students. For example, in 2006, the average private research uni-
versity spent $33,000 a year on each student, while the average com-
munity college spent $9,000 per student (see Figure 3.15). Moreover, 
the data show that the highest spending per student occurs in the 
colleges carrying the lightest enrollment burdens in the postsecond-
ary education of American youth. For example, community colleges 
enroll more than six million students, but spend less than $10,000 on 
each of them. Private research universities enroll less than a million 
students, but spend almost $35,000 on each of them. 

Students who go to more-selective colleges get higher subsidies 
from the institutions they attend. All colleges, except for-profit col-
leges, spend more per student than they charge in tuition. Colleges,  

Figure 3.15 Spending per Student and Total Student 
Enrollments, by Type of College
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other than for-profit proprietary schools, do not make money on tuition and, 
in fact, spend substantial amounts of their own money for each full-time 
equivalent (FTE) student. The difference between tuition and fees and the to-
tal college spending per student is a student subsidy provided by the college. 
Colleges make up the difference between tuitions and their total spending 
per student in various ways, including public institutional aid, endowments, 
contributions/gifts, and other forms of public and private subsidy.

Selectivity Pays Off 

Selective colleges give bigger annual subsidies for each student’s 
educational program. For example, in 2006 private research universities 
provided $15,000 in non-tuition subsidy compared with a subsidy of 
$6,500 by community colleges. In order to hold or increase their prestige 
rankings, colleges compete by using their financial and capital resources 
to bid for students with the highest test scores. For example, economist 
Gordon C. Winston at Williams College reports that Williams had offered 
a college education that cost about $65,000 for a net price to students of 
about $20,000.105 The $45,000 subsidy for each student allows Williams 
to attract the student body with the highest test scores, thereby maintain-
ing or increasing its prestige ranking and in turn maintaining or increas-
ing ability to attract students with high test scores. 

Looking at just how subsidies are distributed, Winston demon-
strates that there is a wide variation in student subsidies between public 
and private institutions, a difference of almost eight-to-one (see Figure 
3.16, page 148). In the top decile, the average private subsidy during 
the 1994–95 academic year was $31,000, compared with $4,000 in 
the bottom decile of institutions. In the lower half of the distribution 
of subsidies, the public subsidies are higher than the private subsidies. 
This means public colleges are a better deal than low-spending private 
colleges.

Value per Student Dollar 

What is even more remarkable is that the students who go to the 
most-selective colleges contribute a smaller share of the total amount 
spent on them than students at the less-selective colleges. Colleges with 



148	 Rewarding Strivers

high levels of endowments or favorable public funding can provide more 
student spending at lower relative prices (see Figure 3.17). So, as Winston 
points out, Williams College can sell a $65,000 per year education for 
$20,000, giving a net average subsidy to its students of $45,000 per 
year, or roughly $180,000 over a four-year degree period.106 Winston 
calculates a cost, including educational spending, as well as the cost for 
maintaining infrastructure and capital. He finds that the average annual 
college cost in the United States is about $12,000. On average, student 
net cost is $3,800 for a $12,000 education. On average, students receive 
a subsidy of $8,200. Financial aid represents $2,150, or about 25 percent 
of the subsidy. The remaining $6,050 is the subsidy the average student 
receives below the sticker price of the college. 

Figure 3.16 Student Subsidies, Public and Private Institutions, 
by Decile, 1995–96 Academic Year

Source: Authors’ calculations from G. C. Winston, Economic Stratification and Hierarchy 
in U.S. Colleges and Universities, Discussion Paper 58 (Williamstown, Mass.: Williams 
Project on the Economics of Higher Education, Williams College, 2000), http://www.
williams.edu/wpehe/dps/dp-58.pdf, retrieved November 11, 2009.
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Figure 3.17 Spending per Student and Percentage Paid by 
Student, by Decile

Source: Authors’ calculations from G. C. Winston, Economic Stratification and 
Hierarchy in U.S. Colleges and Universities, Discussion Paper 58 (Williamstown, 
Mass.: Williams Project on the Economics of Higher Education, Williams College, 
2000), http://www.williams.edu/wpehe/dps/dp-58.pdf, retrieved November 11, 
2009.

In our system of stratified spending, the ratio of the student cost 
to the subsidy is also stratified. In Figure 3.17, the average school 
in the top decile charges each student $5,700 to provide a $28,500 
education—a subsidy of $22,800 and a 20 percent price-to-cost ratio. 
The average college in the bottom decile charges each student $6,050 
to pay for a $7,900 education—a subsidy of $1,850 and a 75 percent 
price-to-cost ratio. 

Succeeding at Selective Colleges

Students at every SES level have higher graduation rates at 
selective colleges (see Table 3.4, page 150). Among students in the 
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Table 3.4 Graduation Rates, by Selectivity and Socioeconomic 
Quartile (percentage of initial attendees)

		  Bottom SES	 Second SES	 Third SES	 Top SES
	 Selectivity	 Quartile	 Quartile	 Quartile	 Quartile
 Tier 1 (highest)	 76	 85	 80	 90

 Tier 2		  61	 63	 71	 79

 Tier 3		  60	 58	 59	 66

 Tier 4 (lowest)	 40	 63	 55	 58

Source: Authors’ analysis of survey data from High School and Beyond (HS&B), 
U.S. Department of Education, National Center for Education Statistics, http://nces.
ed.gov/surveys/hsb/.

bottom SES quartile, those who attend a bottom-tier “Least” or 
“Non-Selective” college in the Barron’s ranking graduate at a rate of 
40 percent, while those who attend a top-tier “Highly” competitive 
college graduate at almost double that rate, at 76 percent.

Among equally qualified students, who score above 900 (out of 
a possible 1600 SAT points), graduation rates at selective colleges are 
higher. For example, graduation rates at the “Most” and “Highly” 
competitive colleges for students who score between 1000 and 1300 on 
the SAT range from 85 percent to 96 percent compared with a range of 
67 percent to 78 percent for similarly qualified students at Tier 4 “non-
competitive” four-year institutions. (See Table 3.5.) 

Graduation from selective colleges results in higher rates of accep-
tance at graduate and professional schools among equally qualified 
students. At top-tier colleges, students with SAT scores over 1200 are 
admitted into graduate school at a rate of 48 percent, compared with 
a 26 percent rate for similarly qualified students who attend a Tier 4 
“non-competitive” four-year college.107  (See Table 3.6.)

College selectivity also encourages access to elite roles that con-
fer personal autonomy and power over others. Selective colleges give 
greater access to graduate and professional education and the jobs with 
the most economic, social, and personal power. In the postindustrial 
economy, everyone still has one vote, but the most selectively educated 
carry a new kind of personal empowerment that comes with esoteric 
knowledge, autonomy at work, and elite social positioning.108
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Table 3.5 Graduation Rates, by Selectivity and SAT-Equivalent 
Score (percentage of initial attendees)

		  900 to	 1000 to	 1100 to	 1200 to
 Selectivity	 <900	 1000	 1100	 1200	 1300	 >1300
 All	 43	 69	 74	 74	 85	 88

 Tier 1 

  (highest)	 30	 61	 86	 85	 96	 96

 Tier 2	 44	 71	 83	 70	 85	 90

 Tier 3	 45	 74	 71	 68	 78	 78

 Tier 4 

  (lowest)	 39	 61	 67	 *	 78	 *

*Data limitations.

Note: SAT-equivalent scores are based on SAT scores or an equi-percentile corre-
spondence of ACT scores to SAT equivalence. The correspondence was developed 
by ETS and these data are presented in Appendix 2.  

Source: Authors’ analysis of survey data from High School and Beyond (HS&B), 
U.S. Department of Education, National Center for Education Statistics, http://nces.
ed.gov/surveys/hsb/.

Table 3.6 Graduate School Attendance, by Selectivity and SAT-
Equivalent Score (percentage of initial attendees)

 Selectivity	 All	 <900	 900-1000	1000-1200	 >1200
 All	 21	 10	 13	 21	 38

 Tier1 	 35	 19	 15	 25	 48

 Tier 2	 25	 15	 14	 22	 43

 Tier 3	 18	 10	 15	 20	 28

 Tier 4	 15	 8	 9	 22	 26

Source: Authors’ analysis of NELS 2000, U.S. Department of Education, Institute of 
Education Sciences.

An increasing share of workers is empowered on the job in the 
postindustrial service economy because service work inherently is 
more self-directed than, say, tending to inflexible machines. But the 
most educated, especially professionals, are the most self-directed, 
and direct others because of their position in the occupational and 
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institutional hierarchy. Those with specific sub-baccalaureate certifi-
cates, certifications, and degrees do achieve middle-class wages, but 
they do not have access to the personal autonomy or institutional 
power of professionals, managers, and others with baccalaureates 
and graduate degrees. Collective rule, based on individual votes, 
remains in our political system, but it is accompanied by a new 
kind of self-rule and rule over others in a hierarchy of occupations 
tied to postsecondary selectivity.109 Professional control over entry 
into occupations also creates labor market shelters and new spheres 
of power that are much less accessible to the sub-baccalaureate 
population.

Diversity in selective colleges is crucial to ensuring the legiti-
macy of the nation’s institutional leadership. It is important that we 
measure and encourage racial, ethnic, and socioeconomic diversity 
in selective colleges, because the outcomes of the admissions pro-
cess in the top colleges are the tip of the iceberg of a system of sort-
ing the nation’s human capital, economic opportunity, and social 
status. The outcome of the selective college admissions process is 
the distillation of all the social and economic sorting that occurs 
in PreK–12 education and foreshadows the differences in lifetime 
opportunities thereafter. To the extent the racial and economic 
sorting in the K–16 education system results in the intergenera-
tional reproduction of elites, we risk cultural resentment and social 
instability.

Selective college admissions deserve our attention because they 
are the tail that wags the dog in both K–12 and postsecondary 
reforms and in their impact on equal opportunity. The round of 
education reform that followed the publication of A Nation at Risk 
in 1983 gradually has displaced the vocational, general, and college 
prep pathways typical of the comprehensive high school, replacing 
it with a single college prep pathway leading to two-year and four-
year college enrollments.110 Besides, the college admissions debate is 
not just about access to the top colleges. When Harvard sneezes, all 
of education catches cold. Or, as David Riesman wrote in 1956: 

In order to try to capture certain large trends in the movement 
and rhythm of American academic development, it may be 
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illuminating to see the avant-garde, both educational and more 
generally cultural, as the head of a snake-like procession—the 
head of which is often turning back upon itself, as at present, 
while the middle part seeks to catch up with where the head once 
was.111

4. A Mind Is a Terrible Thing to Waste

Perhaps the most striking finding in our analysis is the extent of wasted 
academic talent in the transition from high school to college and the 
workplace, especially among working class and low-income families.

Levels of readiness and SES explain a lot of the variances in col-
lege access and graduation rates, but they do not explain the striking 
differences in access and graduation rates in the top 25 percent or the 
top 50 percent of readiness or SES. Substantial shares of students who 
are college ready either do not go to college, or are going to two-year 
colleges when they are qualified for four-year colleges. This is true for 
students from the lowest SES quartile. But there are many students 
from the top 25 percent or top 50 percent of their high school class 
and from the top half of the SES distribution that do not attend a four-
year college even though they appear to be academically prepared. 
We find, for example, that about 600,000 students in the top half of 
their high school class do not graduate from a two-year or four-year 
college.

These data clearly demonstrate that the transition from secondary 
to postsecondary education has both equity and efficiency problems. 
Qualified lower-SES students consistently transition to college and grad-
uate at lower levels than their academic peers. The system demonstrates 
a clear pattern of unequal results for academic equals. On the whole, the 
postsecondary system favors students from the higher socioeconomic 
quartiles, even when the students from lower socioeconomic quartiles 
are equally qualified. In addition, the transition from secondary to post-
secondary education, as it presently operates, wastes a substantial share 
of the nation’s college-ready human capital. This is troubling, consider-
ing that the production of postsecondary human capital is crucial to 
international economic competitiveness, and that the United States has 
fallen behind the global leaders in college attainment. 
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The Mismatch between Talent and Attendance 

The mismatch between college talent and college attendance 
is most startling in the top 25 percent of college-ready high school 
seniors. As illustrated in Figures 3.18 and 3.19 (pages 155–56), there 
are big differences in college attendance among high school seniors 
who scored in the top 25 percent of the test distribution in the National 
Education Longitudinal Survey (NELS). College attendance is highest 
for top-scoring students from the highest SES families, but degrades 
quickly thereafter as the data moves down the SES hierarchy. The 
extent of wasted human capital and under-achievement in the top 25 
percent of the high school test distribution is phenomenal.

Among the most-affluent students in the top quartile of their 
class, 80 percent go on to a four-year school, compared with 66 per-
cent, 51 percent, and 44 percent of students with the same stellar 
qualifications but who come from the second, third, and bottom SES 
quartiles respectively. It is disturbing that 20 percent of top students 
from the nation’s most-affluent families do not go on to a four-year 
college, because they are qualified and one assumes their parents can 
afford to send them. They tend to come from families that make at 
least $85,000 per year. These data demonstrate that postsecondary 
underachievement is not just about readiness and affordability.

The fact that almost half the students from families in the second 
SES quartile who are ready for a four-year college do not attend one 
is more understandable as an affordability problem, but still wasteful 
of the nation’s human capital. These families make roughly $50,000 
to $85,000. They are probably not eligible for Pell Grants, although 
they can secure college loans. These students tend to fall through the 
cracks, as they are not wealthy enough to rely on their parents and 
yet they are not the target of federal grant aid. Nor are most of them 
the target of state or institutional merit aid, which tends to go to the 
very top few percent of the highest test scorers, or to minorities, or to 
those at the very bottom of SES distribution. 

Another extraordinary finding is the extent to which these 
top students are diverted from four-year to two-year programs. 
Ostensibly, students in the top quartile of the test score distribution 
should be able to handle the work at a four-year college, yet, even 
among the most affluent of them, 14 percent go to a two-year college, 
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Figure 3.18 Postsecondary Destination of High-Scoring 
Students, by Socioeconomic Status
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Figure 3.19 Postsecondary Destination of Low-Scoring 
Students, by Socioeconomic Status

Source: Authors’ Calculations of NELS data, U.S. Department of Education.
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and the share of the top students in the bottom three socioeconomic 
quartiles who go to a two-year rather than a four-year college hovers 
between 20 percent and 24 percent.

The most striking fact about these top students with test scores 
in the upper 25 percent of their high school class is that a substantial 
share do not go to college at all. As would be expected, the share of 
these top performers who do not go on to either a two-year or four-
year college is more concentrated in the bottom half of the distribu-
tion of socioeconomic status. This category increases from 6 percent 
of top performers in the top of the socioeconomic distribution to 28 
percent and 31 percent of the top performers in the bottom two SES 
quartiles. 

The pattern of wasted talent and underachievement is repeated 
in the second tier of high school talent. These students are all in the 
upper half of their high school classes, somewhere between the fif-
tieth and seventy-fifth percentile in test scores. In this second tier, a 
majority of the students from the lowest quartile of SES do not go 
to college at all, and the differences in college attendance by SES 
quartiles begin to gather momentum. For example, in the top SES 
quartile, 89 percent still go to a four-year (62 percent) or a two-year 
(27 percent) college. In this second group of test-scorers, a majority 
of student in the middle two quartiles do attend a two-year or four-
year college, but a majority of the students in the bottom quartile do 
not go to any college at all.

In the bottom half of the test-scoring distribution, the differences 
in college attendance among equally qualified students continues to 
grow; the community colleges dominate college attendance among 
those who do go, and overall rates of college attendance fall below 
50 percent for all but the highest SES category. Figures 3.18 and 3.19 
also show a final irony: more than 70 percent of the highest SES 
students in the bottom half of test-scoring still go on to a two-year or 
four-year college, in spite of their low test scores. This level of college 
attendance is higher than the share of the top-performing students 
in the lowest SES quartile who go on to college. In other words, our 
lowest-performing affluent students go to college at a higher rate than 
the highest performing youth from the least-advantaged families.

In order to test our findings, we did further analysis focusing 
exclusively on baccalaureate completion rates using a combined 
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measure that included test scores from the NELS test data as well as 
corresponding data from the SAT and ACT. The results are essentially 
the same: baccalaureate completion rates among equally qualified 
students also vary by income, so that students from affluent families 
are far more likely to complete their studies than equally qualified 
students from low-income families, as is shown in Figure 3.20.

Among those with an SAT/ACT/NELS score between 1200 and zz

1600, the graduation rate for the top SES quartile is 82 percent, 
but 44 percent for those who score between 1200 and 1600 and 
come from the bottom SES quartile.

For those who score between 1100 and 1199, the baccalaureate zz

graduation rate for the top SES quartile is 67 percent, but the 
 
Figure 3.20 Graduation Rates, by Socioeconomic Status and 
SAT-Equivalent Score (percentage of initial attendees)

Source: Authors’ calculations from Barron’s Selectivity Rankings; National Education 
Longitudinal Study: Base Year through Fourth Follow-Up, 1988–2000 (Washington, 
D.C.: U.S. Dept. of Education, National Center for Education Statistics, 2000).
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graduation rate for those from the bottom SES quartile is 20 
percent.

For those who score between 1000 and 1099, the baccalaureate zz

graduation rate for the top SES quartile is 65 percent, but the 
graduation rate for those from the bottom SES quartile is 15 
percent. 

For those who score between 800 and 999, the baccalaureate zz

graduation rate for the top SES quartile is 52 percent, but the 
graduation rate for those from the bottom SES quartile is 8 per-
cent.

For those who score between 400 and 799, the baccalaureate zz

graduation rate for the top SES quartile is 21 percent, but the 
graduation rate for those from the bottom SES quartile is 5 per-
cent.

The Effects of Postsecondary Expansion 

A key question in considering the equity effects of our expand-
ing postsecondary system is the relative extent to which expansion 
has increased access and stratification. In general, expansion in the 
American postsecondary system has increased access drastically, 
but also has increased stratification, especially for minorities and 
students from low-income and working families. Relatively unre-
strained by public regulation, our postsecondary apparatus grows 
dramatically in every direction. While the open-ended competi-
tion encourages quality and offers choice, it also has resulted in 
growing stratification, because the majority of growth in access for 
minorities as well as working families and low-income families has 
come from the least-selective four-year colleges and community 
colleges. The expansion also has taken on the characteristics of 
a de facto dual system, in which general preparation for the pro-
fessions concentrates in the selective four-year colleges, and more 
narrow vocational preparation concentrates in a second tier of 
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community colleges and exclusively vocational schools. Moreover, 
the institutional hierarchies that result seem frozen in place, with 
few opportunities for transitions between the upper tier of selec-
tive four-year colleges and the lower tier of non-selective four-year 
institutions and community colleges.

The solidification of the postsecondary hierarchy results in 
rigid inequalities and unequal treatment of equals. As you can see 
from our analysis of the National Education Longitudinal Survey 
(NELS), equally talented students, as measured by test scores, 
vary widely in attainment. (See Figure 3.21.) A decided minority 
of college students with SAT-equivalent scores below the average 
score of 1000 get four-year degrees; however, a growing majority 
of students with SAT-equivalent scores above 1000 do get degrees 
or certificates: 

Figure 3.21 Degree Attainment, by SAT-Equivalent Score 
(percentage of initial attendees)
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45 percent of students with an SAT equivalent score between zz

1000 and 1100 get baccalaureates, and all but 37 percent get a 
baccalaureate, an associate degree, or a vocational certificate;

53 percent of students with an SAT equivalent score between zz

1100 and 1200 get baccalaureates, and all but 32 percent get a 
baccalaureate, an associate degree, or a vocational certificate; 
and

69 percent of students with an SAT equivalent score of 1200 or zz

above get baccalaureates, and all but 24 percent get a baccalau-
reate, an associate degree, or a vocational certificate.

It would seem likely that the students in this score range would be 
the most likely candidates to move from “some college,” certificates, or 
associate degrees to four-year degrees. 

In order to assess whether we could upgrade degree completion 
among those who currently go to college, we conducted a separate analy-
sis of the High School and Beyond (HS&B) data, from which we can 
calculate graduation rates by a composite SAT/ACT score. As shown in 
Table 3.5, students with an SAT-equivalent score below 900 have only 
a 43 percent chance of graduating from a four-year college, and their 
chances of graduating do not improve much, irrespective of selectivity. 
At the same time, however, college students with SAT-equivalent scores 
above 1000 have a 74 percent to 88 percent chance of graduating from 
a four-year college, and their chances improve with selectivity to some-
where between 85 percent and 96 percent, depending on their actual test 
scores. Thus, it does seem realistic to suppose that there is substantial 
room for improvement in baccalaureate attainment in the current pat-
terns of college attendance. These data also validate other analyses that 
suggest that increasing access needs to be balanced with some concern for 
the stratification that accompanies it.

Academic Preparation Is Not All 

As our data show, the conventional view that academic prepa-
ration is a monolithic barrier to access and choice among low-SES 
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students is greatly overstated. There are large numbers of students 
from families with low income and low levels of parental education 
that are academically prepared for baccalaureate degree attainment, 
even in the most-selective colleges. These results were first reported 
by the Advisory Commission on Student Financial Assistance, a con-
gressionally mandated commission led by Brian Fitzgerald. According 
to the commission, low-income students who graduate from high 
school and are at least minimally qualified for college enroll in four-
year institutions at half the rate of their high-income peers.112 Our 
own analysis of the NELS data in 2004 supported the Department of 
Education’s finding.113 Other researchers analyzing the SAT and ACT 
data for 2003 have shown substantial numbers of students from low-
income families who can do the work at the most selective private 
four-year colleges.114

The most damning analysis comes from Dannette Gerald and 
Kati Haycock of the Education Trust.115 They charge that the flag-
ship public universities have been captured by the “relentless pursuit 
not of expanded opportunity, but of increased selectivity.”116 They 
argue that the flagship public universities are increasingly “rated less 
for what they accomplish with the students they let in than by how 
many students they keep out.” As a result, they conclude that “these 
institutions are becoming disproportionately whiter and richer.” 

Gerald and Haycock find that large numbers of well-qualified, 
low-income students were ignored by the state flagship universities, 
and that in 2003 the flagship public universities spent $257 million 
on financial aid for students from families who earned over $100,000 
and $171 million on families who earned less than $20,000. They 
also show that enrollments in flagship public universities include 22 
percent of Pell Grant–eligible students, compared with 35 percent for 
all colleges and universities.

Most recently, a 2009 study by William G. Bowen, Matthew M. 
Chingos, and Michael S. McPherson reported similar findings using 
data for selected states and for the topmost tier of the selective pub-
lic colleges.117 Like Gerard and Haycock, they find disturbing levels 
of underutilization of high school talent, especially by SES. Bowen, 
Chingos, and McPherson refer to this phenomenon as matching, 
or “the extent to which the process of sorting students from high 
school to college aims high school students who are prepared to take 
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advantage of especially promising educational opportunities to the 
colleges and universities best able to provide them.”118

Bowen, Chingos, and McPherson go on to assert that “High 
schools have a dual role.” They have the responsiblity to “provide 
their students with strong preparation . . . but also to provide the 
information and support that students and their families need if 
they are to translate ‘preparedness’ into enrollment at those college 
and universities that will allow them to take full advantage of their 
talents.”119 As presently constructed, American high schools are not 
up to the tasks that Bowen, Chingos, and McPherson set for them. 
The tripartite tracking into college prep, vocational education, and 
general education has become more muted, but academic tracking is 
growing stronger, both among and within K–12 institutions.

We agree with Bowen, Chingos, and McPherson that the infor-
mation provided in high school influences students’ expectations, 
especially minority, working class, and poor students who have little 
access to other information about going to college. But college coun-
seling and supportive services are woefully lacking in American high 
schools. What counseling exists is focused on testing, scheduling, 
disciplinary actions, and crisis intervention. What little college coun-
seling takes place often is tied to the most selective curriculum tracks, 
such as Advanced Placement (AP) or International Baccalaureate 
(IB). According to the National Association of College Admission 
Counseling, the ratio of students to counselors is 490 to 1.120 In 
many states, including California, the ratio of students to counsel-
ors approaches or exceeds 1000 to 1.121 Teachers are most often the 
counselors of last resort, and minority and low-SES students typically 
are taught by the least-qualified and least-effective teachers.122 

The available evidence does suggest that the mismatch and 
underutilization among student talents in low-SES families can be 
substantially improved with appropriate counseling.123 The best 
evidence of the effectiveness of counseling and social support is the 
effectiveness of high-SES families and communities in developing 
and matching the talents of their children with college selectivity as 
they move through the PreK–12 pipeline long before they arrive in 
high school. Even better evidence is the burgeoning private industry 
in college testing, test preparation, and college counseling.124 Both 
ACT and the College Board along with ETS allow students to take 
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admissions tests as often as they like, as long as they pay for each test-
ing event, and choose which scores to report to colleges, even though 
they both claim that multiple test-taking does not influence the test 
score.

Counseling and outreach strategies for disadvantaged minori-
ties and low-SES students essentially attempt to overcome the dis-
advantages of being born without a certain race or bank account. 
Advantaged students have their college-educated parents and the 
social and educational capital that comes with buying a house in a 
prosperous neighborhood. Children of working-class and low-income 
families essentially are on their own. As a result, the most substan-
tial share of them leave K–12 education unprepared for college.125 A 
surprising share does well in grade school, even though most disad-
vantaged high achievers eventually fall behind.126 But as the data cited 
above show, those who make it through high school ready for college 
often attend colleges with levels of selectivity below their abilities, and 
remarkable numbers never get a two-year or four-year degree.

The large number of low-SES students who are qualified but 
do not attend or graduate from four-year colleges is striking, given 
consistent efforts by federal and state governments, colleges, and pri-
vate philanthropy to encourage both minority and low-income col-
lege achievement. Upward Bound was the first such federal program, 
in 1964, followed by TRIO in 1965 and GEAR-UP in 1998. There 
are a wide variety of state programs as well, including California’s 
Making It Happen, Minnesota’s Get Ready program, and Rhode 
Island’s Children’s Crusade. There are a wide variety of private pro-
grams as well, including Eugene Lang’s I Have a Dream program, 
the Mathematics, Engineering, and Science Achievement (MESA) 
program, and the Advancement Via Individual Determination (AVID) 
program. A substantial share of colleges participate in outreach and 
targeted recruitment programs.

External interventions and counseling programs work for those 
who come within their effective reach.127 But despite positive evalua-
tions, growth, and diversification of both public and private outreach 
programs, the above data suggest that they are not stemming the tide 
in the socioeconomic stratification of postsecondary education. They 
are not of sufficient scale. One estimate of the cost of full coverage 
has been placed at another $6 billion.128 State programs are limited to 
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roughly fifteen states, and only about a third of colleges have active 
outreach programs of their own. These programs represent a form of 
educational “triage” among those most adversely affected by power-
ful social, economic, and institutional forces beyond their control. 

These programs focus on students instead of the core mecha-
nisms that drive college expectations and success, many of which 
operate outside the context of the education system. Programs that 
celebrate individuals are useful, but the growing stratification of post-
secondary opportunity is an institutional problem, not an individual 
problem. These interventions would work much better if they were 
used to leverage high-quality curriculums in a well integrated K–16 
system that promoted high expectations for college among disadvan-
taged students.129 

5. Can Affirmative Admissions Programs Be 
Colorblind, Yet Not Blind to the Effects of Race?

Many believe that race no longer matters, and that socioeco-
nomic disadvantages, otherwise known as class, have become the 
universal barrier to equal opportunity. Our analysis of the NELS 
does not support the notion that we could use income or other so-
cioeconomic characteristics as a substitute for race. Race and eth-
nicity have effects all their own, and we find that socioeconomic 
status is no substitute for race or ethnicity in selective college 
admissions. In particular, we tested the notion that wealth differ-
ences would explain away race-based differences in educational 
opportunity. Median household wealth for whites is ten times 
the median household wealth for African Americans.130 As we 
discuss above, the differences in wealth between minorities and 
whites is even greater than the differences in other SES factors, 
but is rarely considered as an explanation because of data quality 
issues. Although it is possible that better information on wealth 
differences will produce substantial levels of racial diversity, our 
analysis relies on a limited wealth factor (college savings) that 
is self-reported by students and does not capture the full racial 
effects of a more robust wealth factor.131 
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In the final analysis, we find that there are good empirical reasons 
to increase the emphasis on income-based affirmative action in selective 
college admissions. Socioeconomic status has powerful negative effects 
on access to selective colleges among highly qualified students. Many of 
these SES effects work through identifiable channels that can be used as 
factors in judging merit among college applicants. SES-based affirmative 
action also deserves more attention, because the shares of low-income 
students are even smaller than the shares of blacks and Latinos at every 
level of college selectivity.

We find good reason to increase the emphasis on SES-based affirma-
tive action, but we do not find good empirical reasons to abandon race-
based or ethnically based affirmative action, either as a separate strategy 
or as a factor in class-based affirmative action. Race and ethnicity have 
negative effects on admission test scores all by themselves and, thus far, 
parsing all of the effects of race or ethnicity into their socioeconomic 
component pieces has been outside of our reach. We also find that the 
educational disadvantages of low socioeconomic status are more oner-
ous for minorities, especially for African Americans. As a result, if we 
are going to use SES variables to gauge relative disadvantages, we will 
need to use race as an integral factor in determining affirmative action or 
preferences based on socioeconomic status.

For example, let us pretend that an admissions officer in a college 
that values class-based diversity receives two applications from equally 
qualified candidates. The two candidates have the same test scores, 
grades, and other qualifications. They come from the same low-income 
background and have overcome the same socioeconomic hurdles. One 
candidate is African American and one is white. Our findings suggest, 
as race-based affirmative action policies presume, that the African- 
American candidate is probably more deserving, because socioeconomic 
differences, when combined with race or ethnicity, have more powerful 
disadvantaging effects, and overcoming those effects is more difficult for 
the minority student. 

With our data, we can explain many of the differences in admission 
test scores with colorblind social and economic variables such as income, 
parental education, school quality, and peer effects. We are able to parse 
the effects of family income into distinctive elements such as parental 
education, school quality, and neighborhood and peer effects. These vari-
ables alone reduce the independent effects of family income all by itself 
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by more than 90 percent. Race and ethnicity prove more stubborn. For 
example, socioeconomic variables reduce the effects of race on test scores 
by more than half, but we are unable to eliminate race as a factor in driv-
ing down test scores, because race interacts with socioeconomic factors 
in uniquely powerful ways.

More importantly, we find that socioeconomic status itself is not 
race blind. The disadvantages of race persist even as African-American 
incomes rise. Improvements in socioeconomic status raise minority test 
scores, but in our data, they appear to do so at a lower rate than for 
whites with similar improvements. On average, African Americans still 
seem to suffer educational disadvantages from race even when they 
achieve middle-class or upper-middle-class economic status. 

Racial isolation and socioeconomic status are inextricably bound 
and inseparable in any attempt to promote either race or socioeconomic 
diversity amidst the selective college admissions process. Affirmative 
action based solely on socioeconomic status ignores the very real disad-
vantages suffered by racial minorities at all income levels. If we attempted 
to introduce a system of affirmative action based solely on socioeconomic 
status, it would be unfair to minorities because low socioeconomic status 
is a greater burden for minorities than it is for whites. Minority status 
tends to increase the effects of low socioeconomic status on admissions 
test performance. While there is steady progress in test scores for minori-
ties as their socioeconomic status improves, the progress is slower than 
it is for whites who make comparable improvements. The extra burden 
of minority status creates a lag in the positive effects of socioeconomic 
progress of minorities compared with white families who make similar 
socioeconomic progress.132

How Would a Racial, Ethnic, and Class-based Approach 
to Preferences Work? 

In order to envision what sort of approach may work in lessening 
stratification, in this section we use the NELS data to provide a system-
atic empirical accounting of the effects of racial and socioeconomic bar-
riers on college admissions test scores. We provide college and university 
admissions officers with the conceptual tools to consider applicants’ 
records in the context of obstacles overcome. Our findings are relevant 
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only to the NELS data, and would have to be customized for qualified 
applicant pools in particular institutions.

Given the importance of SAT and ACT scores in selective college 
admissions, we assess the effects of barriers that are measured in terms 
of their effect on SAT/ACT scores as the most relevant and quantifiable 
indicator of the obstacles that students face. As such, they can be used 
as tools for assessing the effects of social circumstances on test scores 
and relative differences in deservedness among qualified applicants.

In order to measure the effects of class and demographic obstacles 
on admissions scores, we developed a composite SAT/ACT measure.133 
We created a composite SAT/ACT measure by converting ACT to SAT 
scores, which produced the ACT to SAT conversion table found in 
Appendix 1. For the sake of convenience, we will discuss our findings 
as they affect various socioeconomic and demographic variables on an 
SAT-equivalent score.

While the academic literature has long found that it is a disadvan-
tage to grow up in a poor family, to live in racially segregated neighbor-
hoods, or to attend a low-income school, for example, these realities 
give admissions officers only a vague idea of the scale of the obstacles 
that certain students face. This exercise seeks to give guidance by pro-
viding a relative weight to various disadvantages, measured in SAT/
ACT-equivalent scores.

The SAT/ACT-equivalent score was used in a step-wise regres-
sion. Our goal was to sort through a wide array of student and peer, 
family, neighborhood, and school variables to identify what affects the 
SAT/ACT score. We grouped these factors as being environmental, or 
outside of a student’s immediate choice set, and those where a student 
has had choice,134 albeit loosely defined (for example, variables such 
as having children, taking AP courses or tests, not being arrested, and 
working status were included in the model but will not be discussed 
in detail).

This schema allows us to distinguish obstacles that clearly are 
outside of a student’s control, which should, to a certain degree, be 
considered when comparing student performances. Of the variables 
that remained statistically significant in the final model:

Student factorszz  are African American and Hispanic race or ethnicity 
(compared to white). This was not statistically significant for other 
race/ethnic groups.
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Family factorszz  are maximum parental education (compared to high 
school), family income quartiles,135 having a sibling who dropped 
out of school, family wealth (based on savings for school), and occu-
pational prestige (using the Duncan scale).

Neighborhood factorszz  are percent of households in residential zip 
codes headed by persons with less than a high school education 
or with a graduate degree (compared to those with a high school 
diploma), living in the South, or living in a rural area (compared to 
suburban).

School factors zz are percent of enrolled population eligible for free and 
reduced price lunch, and school type (Catholic and public versus 
private).

Peer factorszz  are percent of school population that is Asian, concen-
tration of Hispanic race/ethnicity at the school,136 and having friends 
who plan to attend a four-year institution. 

The above factors were found to have either a positive or negative 
relationship to SAT/ACT score. Students who suffer the full range of social, 
economic, and racial/ethnic disadvantages tend to lose several hundred 
points out of a possible 1600 points on their SAT/ACT-equivalent scores. 
Predicted scores would vary from 544 to 1328 if a student were to have 
every negative factor, having dropout parents with at least one sibling 
having dropped out of school, and no friends going to four-year schools, 
for instance, compared to a student with nothing but environmental 
advantage. The advantaged student would have easy access to one of the 
top 150 most selective colleges, a 96 percent chance of graduating, and 
a 60 percent likelihood of going to graduate or professional school. The 
disadvantaged student would go to a two-year or non-selective four-year 
school, with less than a 30 percent chance of getting a degree.

The summary data in Table 3.7 (page 170) show the relation-
ship between the various factors and the SAT/ACT score. Of utmost 
importance are the values of the race and income factors. Part of this 
overall experiment has been trying to understand whether the effects 
of race can be replaced by the effects of other observable factors, most 
notably income. In an attempt to understand this, we ran Ordinary 
Least Squares (OLS) regressions of income and race on SAT score to 



170	 Rewarding Strivers

* Previous literature has shown significant impact of single-parent households on 
academic outcomes, although not necessarily SAT scores. In our initial model single- 
parent households were statistically significant and negatively correlated with SAT 
scores. In our final model, we disaggregated SES into its component pieces as well 
as added additional explanatory variables, which added explanatory power, and in 
doing, single parent household was no longer statistically significant. 

** We have produced these estimates as restricted by the range of wealth that is 
observed in the NELS data. Today’s rising concerns about college costs among parents, 
as well as the introduction of new college saving programs, make it likely that the 
realistic maximum of this effect is much larger. For instance, if a wealthy family saves 
$175,000 for college, the gap between rich and poor would increase to -175 points.

Table 3.7 The Cost of Disadvantage (in SAT points)
 

 Factors outside Students’ Control*

  •  Lowest income quartile (compared to highest)	 –13

  •  High school dropout parent (compared to most educated)	 –43

  •  Father is a laborer (compared to being a physician)	 –48

  •  Non-college-going peer group 	 –39

  •  Public high school (compared to private)	 –28

  •  Majority of school enrollment eligible for free and 

      reduced-price lunch (90 percent versus going to a 

      school with no eligibles)	 –38

  •  Neighborhood has few heads of household with 

      graduate education (5 percent versus 90 percent)	 –113

  •  Live in the South	 –12

  •  No college savings (wealth) relative to having 

      saved $40,000 (per $10,000) 	    –41**

  •  Black (compared to white)	 –56

  •  Having a dropout sibling	 –24

                                        Subtotal	 –455

 Factors within Students’ Constrained, or Environmental, Choice Set

  •  Having a child	 –34

  •  Having been arrested	 –41

  •  Did not take an AP course	 –81

  •  Working during high school	 –13

  •  Not taking an honors course	 –59

                                        Subtotal	 –228

                                         Other	 –101

                                      Grand total	 –784
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demonstrate the relationship such a cursory glance would provide. 
In this context, we observed that, in stand-alone regressions, low 
income handicaps SAT score by roughly 180 points, compared to 
high income, while being African American leads to around 130 
points lower than whites. When added to the same model, both 
race and income help explain differences in SAT performance; most 
interestingly, race and socioeconomic status (SES) have statistically 
significant interaction effects. This means increases in social status 
impact SAT scores differently for different race and ethnic groups; 
most importantly, as white youth move up the SES scale, their SAT 
scores increase more than for African-American youth. 

In the full model, we have broken SES into its core components 
(family income, maximum parental education, and occupational 
prestige of father’s occupation) to understand better how each 
piece is related to the SAT score. We also add the factors (student, 
family, neighborhood, school, and choice) discussed above. In this 
final iteration, low-income status accounts for only a thirteen-point 
lower score than high income, while African Americans score fifty-
six points lower than whites. 

The Special Case of Race 

This result suggests that the disadvantages of class can be 
more easily decomposed to a set of observable, thus policy-mal-
leable characteristics, while the disadvantages and advantages 
of race are more independent of other characteristics and not so 
easily separable. In other words, it is easier to find proxies for 
socioeconomic status than it is to find proxies for race in the 
admissions process. We have tried pursuing this in great detail 
and are left with the conclusion that socioeconomic status has 
different effects among different race and ethnic groups. Shifts 
in socioeconomic status affect the whole fabric of education 
disadvantages differently, and by different magnitudes, by race 
and ethnicity. The advantages and disadvantages of minority 
and majority applicants with the same socioeconomic profile 
are not comparable. Hence, when we use SES to determine 
admissions, it needs to be considered in the context of race and 
ethnicity. 
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Income, earnings, and even the more robust tripartite SES 
measure of class, do not fully measure the advantages and disad-
vantages of each race and each ethnic group, especially for African 
Americans. In addition, both majority and minority groups experi-
ence different levels of increased educational advantage with income 
or SES improvements. In particular, African Americans experience 
the smallest increases in educational advantage as their income or 
socioeconomic status rises, compared with other minority groups 
and whites. 

To provide some more detail, we tried to measure the extent 
to which SES can be substituted for race or ethnicity in determining 
admission test scores. Neither factor completely disappears, although 
SES seems to be more easily parsed with other observable factors 
than race. A simple-minded regression shows a 132-point decline in 
admission test scores for being African American relative to being 
white, and a 109-point decline for being Hispanic relative to being 
white. A similar income regression demonstrates an even larger dif-
ference between the top and bottom income quartiles; students in the 
low-income quartile are predicted to score 182 points lower than stu-
dents from high-income families. As observed in Table 3.7, income 
reduces to explaining 13 points of difference, while race and ethnicity 
(African-American, and Hispanic) still explain around 40 percent of 
what they did in the simple model. This is why we conclude that 
SES differences in test scores are more easily explained than race or 
ethnicity.

In our experiment, the effects of SES alone are fairly consis-
tent, accounting for roughly 200 points of SAT variation. But when 
interacting with race, it appears that increases in SES among African 
Americans account for some 50 points in SAT variation, while simi-
lar increases in SES improve test scores quite a bit more for whites, 
Asians, and Hispanics. Admittedly, these regressions raise more 
questions than we have been able to answer;137 questions about 
how income, ethnicity, and race need to be considered together and 
answered more fully before casting any aside in considering how 
admissions policy should evolve.

These factors can be grouped broadly as being either environ-
mental (that is, outside of a student’s immediate choice set) or being 
ones where the student has had choice, albeit loosely defined.138 In 
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order to make the findings more transparent we have grouped these 
variables as they would affect two students born with equal innate 
ability: one is raised under “highly advantaged” circumstances, and 
another is raised amidst “highly disadvantaged” circumstances. 

The highly disadvantaged student. zz The highly disadvantaged stu-
dent (predicted to score 544 on the SAT) is created here to dem-
onstrate the cumulative effects of disadvantaged circumstances 
and poor choices, at least poor choices in regard to predicted 
SAT scores. This student is African American (−56 points),139 
from a family with income in the lowest quartile (−13), with 
neither parent having a high school diploma (−43), who have 
not saved for their child’s education (−41), and lives in a zip code 
where 88 percent140 of the household heads also lack a diploma 
(−112). This student would have at least one child (–34), would 
have been arrested (−41 points), and works outside of school 
(−13). The student lives in the South (–12) and attends public 
school (−28). This student would never have taken an AP or 
honors course, let alone an AP test (all forfeited potential gains), 
and attended a school where virtually all students are eligible or 
free for reduced price lunch (−38).

The highly advantaged student.zz 141 The highly advantaged stu-
dent, predicted to score 1328 on the SAT, enjoys the benefits 
of circumstance, family environment, the best of schools and 
school resources, and other factors that support academic suc-
cess. This white student is from a family of the highest socioeco-
nomic status (avoiding the point handicap of lower SES); this 
highly advantaged student has at least one parent with a gradu-
ate degree and his or her family has saved $40,000 or more for 
his or her education; the student lives in the Northeast outside 
of a city. This student goes to a private school (reference group) 
where virtually none of the school population is eligible for free 
or reduced-price lunch. The highly advantaged student has not 
worked outside of school, has no siblings that dropped out of 
school, has never been arrested, and has friends who plan to 
attend a four-year institution. Academically this student has taken 
AP courses 142and tests in addition to other honors courses. 
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In total, there is a 784-point gap between the predicted SAT 
score of the theoretical most advantaged (1328) and disadvantaged 
(544) students.

The student from the wrong side of the tracks would score 
544—a loss of 510 points compared with the “average” student, 
who scores 1054. If that same student came from the right side of 
the tracks, he would have scored 1328 out of 1600 points—a gain of 
274 points above average that would put our mythical student within 
reach of the vast majority of selective colleges. The total swing in our 
test scores for the same youth growing up on the wrong side or the 
right side of the tracks is 784 points on the SAT, but that does not 
mean that our applicant who scored 544 will perform the same as his 
or her alter ego on the right side of the tracks who scores 1328. 

On average, students with the same test scores, grades, and other 
admissions markers will perform similarly. For example, a highly dis-
advantaged student with a score of 540 would have less than a 30 
percent chance of graduating from one of the top 193 colleges, while 
the student’s average alter ego with a score of 1054 would have an 
86 percent chance of graduating, and the highly advantaged alter ego 
would have a 96 percent chance of graduating.

The environmental gaps between advantaged and disadvantaged 
students are real, but not monolithic. There are large numbers of 
youth who have overcome racial, ethnic, and socioeconomic status 
barriers to performance. For example, our student from the wrong 
side of the tracks who would have been predicted to score 544 on 
the SAT may actually score 1050. Having scored a hefty 506 points 
above what would have been expected, he or she would be a striver, 
and arguably more deserving than someone from a more privileged 
background who scored 1050. Of course, high-scoring, advantaged 
students can be strivers too. Advantaged youth work hard for their 
achievements. For example, if our advantaged student who was sup-
posed to score 1328 actually scores a hefty 1500, he or she is a striver 
as well. 

We recommend that universities employ the types of data 
included in this paper not in a mechanical fashion (adding or sub-
tracting SAT points from candidates, depending on their socioeco-
nomic status and race), but rather as a general guide for assessing the 
merits of an individual applicant. Universities and colleges should 
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customize information about the various obstacles faced by appli-
cants in the context of their own applicant pools and their own stan-
dards of readiness, based on past experience. We believe that assess-
ing applicants’ test scores, grades, and other qualifications based on 
the differences between expected and actual qualifications is a useful 
way to reward character and promote upward mobility. 

Conclusion 

Any discussion that touches on selective college access in postsecond-
ary education quickly morphs into a brawl over race-based prefer-
ences. Race-based preferences have never been popular, although 
a strong majority of Americans favor affirmative action policies.143 

Preferences for African Americans came into being during a unique 
time of crisis in America, and have been orphaned ever since.144	

While race-based affirmative action has been the model for 
all other minority and gender preferences, it is the most fragile of 
our affirmative action policies. In spite of its generative power as 
the model for securing the rights of immigrants, language minori-
ties, the disabled, women, and gays and lesbians, it is the one set 
of preferences that is always most at risk in American politics. The 
reach of race-based preferences has been gradually whittled away 
by the courts and legislatures.145 The U.S. Supreme Court has given 
race-based affirmative action a twenty-five-year lifeline, but that will 
not be near long enough to solve the African-American and Hispanic 
inequality problem.146 Already, roughly a quarter of Americans live 
in states where racial preferences in higher education have been 
prohibited at public institutions.147 Race-based affirmative action 
has declined significantly in selective higher education, especially in 
public institutions—and not because social progress in minority edu-
cational performance has obviated the need.148 

Race-based affirmative action remains a hot-button issue in 
American politics, but it may not be as much a lightning rod in the 
future. Race-based affirmative action may become an early model for 
a more inclusive higher education system in the future. The decline 
of blue-collar jobs that paid well but required only a high school 
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education or less creates a new demand for mass postsecondary edu-
cation among the children of the lower middle class whose parents 
and grandparents were industrial workers. And, as is often stated, 
the U.S. population will be a majority-minority sometime after 2050. 
Increasing diversity and the growing population share of minorities 
will continue to add pressure for admissions policies that result in 
college campuses “that look like America.” The tension between 
an aging white majority and a more diverse population of working 
families with school-age children may force a generational bargain 
to balance the public budgetary commitment to education, including 
postsecondary education, and programs for retirees. 

In the future, the increasing economic interest in postsecond-
ary education may legitimize race-based affirmative action in college 
admissions. Thus far, the affirmative action dialogue has been part of 
the culture wars in American politics. But increasingly, postsecond-
ary access and choice are part of the more tangible politics of service 
provision where ideological fights mean less and pragmatic bargains 
over resources mean more. In that more grounded dialogue, issues 
of access and stratification will be the business of political executives 
and legislatures, not the courts. 

The race-based affirmative action issue has proven too hot to 
handle for politicians in either party, and has been shipped off to the 
Supreme Court to be decided by judges who do not have to face the 
voters. And if the court shuts down affirmative action, and the issue 
bounces back into the legislatures, it may well merge with, and add 
scope to, the ongoing discussion of access and completion. To some 
extent, compared to the larger problems of stratification, affirmative 
action becomes a fig leaf to hide a larger system of inequalities. 

The old school debate over affirmative action in name brand 
institutions still can get page one coverage, but probably cannot carry 
the political weight of the larger issue surrounding postsecondary 
stratification. Affirmative action carries too much of its own baggage 
already. And all by itself, it does not seem to have enough momentum 
to buck the tide of stratification. Financing is moving toward an abil-
ity to pay system. Merit aid is on the rise.149 Inadequate financing and 
loan burdens discourage even the most qualified working-class and 
low-income students from enrolling and persisting.150 Selective col-
leges can cut loans and increase grants for racial and ethnic minorities 
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and students from working-class and low-SES backgrounds, but net 
cost is still high and aid does not make up the difference.151 Moreover, 
there is a decided imbalance in affirmative action policies that creates 
inherent tensions over their expansion. If we cobble together a rough 
tip sheet on the value of preferences in SAT scores, based on the 
work of Princeton sociology professor Thomas Espenshade and his 
colleagues over the years (on a 1600 point scale), we get a picture 
of the preference values traditionally assigned to certain groups (see 
Table 3.8).152

Current affirmative action policies emphasize race-based 
affirmative action over socioeconomic status. This is due in part 
to the fact that affirmative admissions tend to emphasize low-
SES students who are African American or Hispanic, and in part 
because low SES is a secondary priority in selective colleges.153 
In addition, there are tensions over race-based affirmative action 
policies that derive from the fact that many blacks at selective 
colleges are not descended from American slaves. Espenshade 
finds that two-thirds of black applicants to public universities and 
only one-third of applicants at private colleges are descendants 
of American slaves.154 There is growing evidence that affirmative 
action at the most-selective colleges increasingly is focused on 

Table 3.8 Value of Selected Preferences (in SAT points)

	 Category	 Preference

 	 Black	 +310

 	 Athlete	 +200

 	 Legacy	 +160

 	 Hispanic	 +130

 	 Lower class	 +130

 	 Working class	 +70

 	 Asian 	 −140

Source: T. J. Espenshade and A. W. Radford, No Longer Separate, Not Yet Equal (Princeton, 
N.J.: Princeton University Press, 2009). Table 3.5; T.J. Espenshade, C.Y. Chung, and J. 
Walling, “Admission Preferences for Minority Students, Athletes, and Legacies at Elite 
Universities,” Social Science Quarterly 85, no. 5 (December 2004): 1431.
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West Indian or African immigrants or their children—students of 
African descent from relatively more middle-class, affluent families 
raised outside the historical context of African-American history.155 
African Americans as well as Hispanics are more SES-diverse than 
whites at selective colleges, but still are largely drawn from middle-
class and upper-class families.156 

The Future of Income-Based Affirmative Action 

Income-based affirmative action has never fared well, but its 
momentum seems to be building. While income- and wealth-based 
policies and court decisions have been powerful in shaping the K–12 
education system since the San Antonio v. Rodriguez case in 1973, rem-
edies addressing spending inequality in postsecondary education have 
yet to take hold in the United States, in spite of the fact that spend-
ing differences in postsecondary education would be intolerable in a 
K–12 context. But momentum is growing in SES-based inequity in the 
American postsecondary system, and tight budgets and surging demand 
may force distributive questions to the fore—in distinctly more painful 
ways than the postwar economic and baby boom pushed access and 
choice to the fore after World War II. 

To some extent, colleges already practice SES-based affirmative 
action, but it is the third wheel behind race and ethnically based affirma-
tive action. Our own data show that African Americans and Hispanics 
represent roughly 12 percent of freshman enrollments in the most-selec-
tive colleges, compared with only 3 percent from the lowest SES quartile, 
and the low-SES preference is reserved largely for minority students.157 

The most-selective colleges have made laudable attempts to 
increase SES diversity, but they are able to do so only because of their 
extraordinary wealth and because they have the fewest working-class 
and low-SES students. Moreover, most of these efforts do not result 
in any appreciable increase in working-class or lower-SES students, 
although they do treat the working-class and low-SES students who 
do attend selective colleges better. There are too many needy students 
and too little funds in the vast majority of postsecondary institutions 
to afford these kinds of generous SES-based policies without greater 
government support.158 



How Increasing College Access Is Increasing Inequality	 179

As we have argued throughout the chapter, there is certainly a 
lot of low-hanging fruit for improving SES diversity at selective col-
leges. A shift to prospective graduation rates rather than the hyper-
intensive ritual of testing and other entry metrics would add diversity 
and help refocus institutions from admissions to quality and comple-
tion. There are lots of working-class and low-SES students who are 
“undermatched” and could do the work at selective colleges, but do 
not go.159 We could add even more SES diversity by seeking out these 
students and adding lots more would only lower graduation rates 
slightly.

There are no proven substitutes for race-based affirmative 
action, at least so far.160 Much more can be done with SES-based 
affirmative action than is currently being done. An admissions system 
that moves undermatched students into the most selective colleges 
to achieve “socioeconomic neutrality” in need-blind admissions is 
within reach, if we want to go there.161 We could do even more on 
SES diversity in selective institutions by relaxing overwrought and 
much too risk-averse admissions standards. But affirmative SES poli-
cies of these kinds are unaffordable or impolitic in the current public 
system, and they run against the tide in the drive for selectivity. 

The alignment of race, ethnicity, and SES with educational 
opportunity has yet to finish its work. Ideally, socioeconomic neutral-
ity would make the current system more fair and socioeconomically 
diverse in the short term. The student with the highest test scores 
would continue to go to the most-selective schools. But in the longer 
term, the sorting function implicit in the current test based admission 
process would only grow stronger and more efficient at aligning race, 
ethnicity, and SES with selectivity. The engines of stratification are 
still building momentum. In our own and other simulations of such 
an SES-neutral system, the race and ethnic diversity declines and SES 
diversity only increases at the margin. 

Where to Begin? 

How do we get started on the goal of increasing racial, ethnic 
and socioeconomic mobility throughout the postsecondary system? 
First we need to continue to push for the information systems that 
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track race, ethnicity, and socioeconomic status and tie them to transcript 
data throughout the K–16 education system. Systemic change is not pos-
sible as long as the process of K–16 education remains an opaque black 
box. Beyond better information, the basics have not changed. There is 
no substitute for high standards and coherence in teaching learning and 
assessment in the PreK–16 system.162 And providing increased grant 
support to students from working-class and lower-income families is the 
indispensable policy of first resort in the transition from high school to 
college.163

Boutique programs to promote access in selective colleges can help, 
but they probably will not change the underlying systems trend toward 
greater postsecondary stratification. Boutique programs for minority or 
low-SES students tend to be most prominent at selective colleges with 
the lowest levels of minority or low-income access. New programs for 
low-SES tend to substitute one group of low-SES students already in 
attendance for new groups of slightly lower SES students, with no dis-
cernible change in the total shares of low-SES students on campus. 

Changing the Metrics of Admission 

Reducing our reliance on the SAT and ACT would be a positive 
step in the right direction. The intensity of the competition between 
colleges and individuals for prestige and seats results in a reliance on 
the SAT and ACT exams that extends well beyond their scientific reach 
as predictors of college performance or labor market success. Marginal 
differences in admission test scores that determine access to selective 
colleges make relatively little difference in performance or graduation 
rates at selective colleges. The escalation of test score requirements 
for college admission inflates the effects of admissions tests beyond 
their actual utility. In the process, they exclude many students from 
working-class and lower-income families who have the academic abil-
ity to graduate from selective colleges.

More importantly, the inflation of ACT and SAT scores creates 
a moral hazard in selective college admissions. The available evidence 
suggests that the SAT and ACT probably measure race, ethnicity, sex, 
and socioeconomic characteristics directly, not simply as dimensions 
of academic readiness that happen to correlate with race, ethnicity, 
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and sex. One study finds that race, sex, parental education, and 
income (as measured by eligibility for subsidized school lunch), and 
high school grade-point average (HSGPA) predict 45 percent of the 
variation in freshman grade-point average (FGPA). Adding the SAT 
score increases the ability to predict FGPA only to 48 percent—a 
relatively insignificant three additional points out of a possible one 
hundred points.164 

A fundamental defect in using the SAT and ACT as tools for 
encouraging upward mobility is that they have no connection with 
teaching and learning in the K–12 system that prepares students for 
college. Nor do the SAT or ACT provide real diagnostic support 
for teaching and learning. Because of their weaknesses as spurs to 
achievement, the SAT and ACT seem to be on a collision course with 
the standards-based education reform movement that began with A 
Nation at Risk in 1983. In ideal form, the standards movement is 
based on the notion that all children can learn. The standards move-
ment emphasizes the development of talent throughout the popula-
tion, not finding innate aptitude among a select few, which is the 
essential premise of the SAT and ACT. 

The standards reform movement should rely more on diagnostic 
achievement tests than tests of the ineffable “G.” A stronger reliance 
on achievement tests than on tests of general aptitude would make 
the connection between college and K–12 standards-based teaching 
and learning and represent a step toward a comprehensive K–16 
accountability system.

In our view, the immediate effects on college access and selectivity 
of shifting from the SAT and ACT toward more achievement-based 
testing would be marginal. In the final analysis, all education metrics 
are highly correlated with racial, ethnic, and SES differences to one 
degree or another. The justification for a shift toward achievement 
tests over the current ACT or SAT is that they send the right messages 
to all K–12 students, especially the least-advantaged students. The 
clear message that a switch to achievement tests would send is that 
studying in K–12 education matters in getting into college, especially 
getting into selective elite colleges. Hitting the books would be the 
best test prep because the material covered in the textbooks is cov-
ered in the test. College admissions testing would no longer be a high 
stakes game of tricky questions and beat the clock.
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Reversing the Engine of Inequality 

Better information, better tests, and more counseling will help, 
but deeper systemic changes ultimately will be required if we are to 
blunt the momentum toward increased stratification. The basic moti-
vations and mechanisms that are the engine of inequality, includ-
ing postsecondary selectivity, have been gathering renewed strength 
from economic change and political neglect for decades. Their power 
comes from the fact that they are a nested set of mutually reinforcing 
dynamics that can be overcome only by systemic changes in the way 
institutions are governed, financed, and held accountable. 

A shift toward a more-equitable and productive postsecondary 
system would require a fundamental shift in the governing metrics 
for success in postsecondary education from quality measures that 
rely on differences in educational inputs—such as student test scores, 
rejection rates, and per-student spending—toward outcome measures 
such as the value added from learning, persistence, and graduation.

Ultimately, these are political questions. The public will decide. 
The public holds colleges—especially selective colleges—in the high-
est regard. But high costs and low graduation rates have already 
spurred demands for accountability. There is evidence that the long 
“honeymoon” between the public and the colleges may be coming 
to an end.165 The federal bailout may hold off a reckoning, and a 
strong recovery may push it off even further, but even strong eco-
nomic growth may not be enough to allow us to afford college for all 
without some major institutional changes.

The current fiscal trajectory in higher education is unsustainable. 
The change may come piecemeal or quickly after the stimulus money 
runs out. But we think the direction of the shift toward more post-
secondary regulation based on outcomes is most likely: measures of 
completion need to be mindful that they do not result in unintended 
limitations on access for less-advantaged and non-traditional stu-
dents. The current fragmentation and vertical hierarchy will need to 
be governed more and more as a state, regional, and national system 
in pursuit of collective efficiency and equity goals, and less as a free-
for-all competition among individual institutions. Community col-
leges may well be the models for the next generation of reforms. The 
community colleges may provide the cheapest and most malleable 
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institutional base for change. They are more amenable to change and 
can add programs at the least cost. For example, if we want three-
year baccalaureates, it would be a lot easier to add a year of general 
education to two-year programs than to subtract a year at Harvard. 
It would be a lot easier to add student services, courses, and credits to 
associate degrees and certificates than it would be to subtract courses 
and credits in selective four-year institutions. Instead of continuing to 
struggle to move more students into selective colleges where the high-
priced quality programs reside, we may be more successful moving 
money and quality programs to the community colleges where most 
of our students reside.
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Appendix 3.1
Test Scores

 	 ACT	 SAT V+M
	 Composite Score	 Equivalent Score
	 36	 1560 

	 35	 1545

	 34	 1490

	 33	 1450

	 32	 1400

	 31	 1360

	 30	 1345

	 29	 1320

	 28	 1300

	 27	 1240

	 26	 1230

	 25	 1205

	 24	 1190

	 23	 1150

	 22	 1100

	 21	 1050

	 20	 1000

	 19	 940

	 18	 880

	 17	 830

	 16	 770

	 15	 700

	 14	 650

	 13	 600

	 12	 530

	 11	 490

	 10	 450

	 1–9	 400
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Appendix 3.2

	 Racial Factors

 • Black	 –56.2

 • Hispanic	 –47.9
 • Hispanic, interacted with percent of enrolled 
    students who are Hispanic (per percent enrolled)	 0.41

	 Family Socioeconomic Factors

 • Low income	 –13.3

 • Parent maximum education:	

    ○ Dropout 	 –42.8

    ○ High school	 –34.4

 • Dropout sibling	 –23.7

 • Wealth (per $10,000)	 10.2
 • Occupational prestige (see Appendix 3.3 
    for example and discussion)	 0.65

	 Neighborhood Factors

 • Percent of households headed by:	
    ○ High school dropout 
        (per percent in neighborhood)	 –1.28

    ○ Graduate (per percent in neighborhood)	 1.33

 • Living in:	

    ○ South	 –12.0

    ○ Rural area	 15.2

	 School Factors
 • Percent eligible for free and reduced 
    price lunch (per  percent in school)	 –0.42

 • Catholic	 –22.7

 • Public	 –28.2
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	 Peer Factors
 • Percent of enrolled students 
     who are Asian (per  percent)	 1.10

 • Having friends attending a four-year school.	 38.9

	 Non-environmental Factors

 • Having children	 –34.0

 • Taking AP	 81.3

 • Taking AP test	 69.1

 • Taking honors courses	 59.0

 • Not being arrested	 41.1

 • Worked during school	 –13.1

Discussing Regression Estimates

The table below shows the regression estimates for the various 
factors observed to impact SAT scores. In the context of this discus-
sion, they can be understood as the relative weights of advantage and 
disadvantage. The non-environment variables are also included for 
completeness.

Expected SAT Scores

These data in Appendix 3.2 are grouped by the various factors dis-
cussed earlier. For instance, the tables show that, controlling for all 
the other factors, being Hispanic is associated with a 48-point deficit 
on the SAT, compared to whites. On the other hand, Hispanic stu-
dents benefit as the concentration of Hispanics increases. 

Among family factors, low-income status is associated with a 
13-point lower score, compared to high-income families, while lower 
parental education pulls SAT scores much lower, compared to having 
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at least one parent with a graduate degree (–43 for dropout parent 
and –34 for high school graduate). On the other hand, increases in 
occupational prestige are associated with higher SAT scores.

Occupational prestige is a measure of how an occupation relates 
to class status, the likelihood of income growth, and the attainment 
of social power. The measure, and the idea of increases in prestige, is 
a little vague, so we have created a table of common occupations to 
show (relative to the top of the scale) the associated impact on SAT 
score. 
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Appendix 3.3
The Effects of Occupational Prestige on SAT-Equivalent Scores 

			   SAT-Equivalent
	 Occupation	 Status Index	 Score Effect
 Physician	 83	 ––

 Professor	 78	 –3

 Attorney	 76	 –5

 Dentist	 74	 –6

 Bank officer	 72	 –7

 Engineer	 71	 –8

 Architect	 71	 –8

 Nurse	 62	 –14

 Schoolteacher	 60	 –15

 Accountant	 57	 –17

 Computer programmer	 51	 –21

 Bank teller	 50	 –21

 Electrician	 49	 –22

 Police officer	 48	 –23

 Secretary	 46	 –24

 Plumber	 41	 –27

 Mechanic	 37	 –30

 Bus driver	 32	 –33

 Gas station attendant	 22	 –40

 Garbage collector	 17	 –43

 Janitor	 16	 –44

 Laborer	 9	 –48

The Effects of Occupational Prestige on 
SAT-Equivalent Scores 

Socioeconomic status (SES) is the combination of parental education, 
family income, and occupational prestige. These equally weighted 
measures combine to create a robust predictor of lifetime earnings 
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and status; this predictor is therefore a good measure as it shows 
how having the resources commonly thought of supports positive 
academic outcomes. We have broken SES into its component pieces 
to put each into the light of day, acknowledging that the interac-
tion embodied in the composite measure might in fact be the better 
metric. And this is true of interpreting the “weights” in the table 
above. While it is possible to go through the above table line item by 
line item, it is better to think of the various factors working together 
to affect outcomes; thus, rather than go through the table, we have 
created three prototype individuals (discussed in the text) to illustrate 
the full range of interactions of the above factors. 

Using the regression estimates in Appendix 3.2, the “average” 
student goes to a school where 24 percent of the population is eligible 
for free or reduced-price lunch (–10 points), a little more than 3 per-
cent of the school population is Asian (+3), 36 percent is in the South 
(–12), 31 percent is rural (+15), 9 percent attend Catholic schools 
(–23), and 83 percent go to public schools (–28). These combined 
factors subtract roughly 40 points from the average168 student’s pre-
dicted SAT score. 

This “average student” is 70 percent white (control group), 14 
percent African American (–56 points relative to white), 4 percent 
Asian (0), and 11 percent Hispanic (–48). Race and ethnicity handi-
caps the average student by 13 points. Thirteen percent of these stu-
dents have siblings who dropped out of school (–24 points), 4 percent 
have at least one child (–34), 36 percent took an AP course (+81), 15 
percent took an AP test (+69), and 21 percent had at least one honors 
class (+59). Seventy  percent of these “average” students have friends 
who plan to attend a four-year school (+41), 12 percent are working 
(–13), and 97 percent have not been arrested (+41). These factors 
contribute roughly 112 points to the predicted SAT score.

Eight percent of these students have parents who did not gradu-
ate from high school (–43 points), 22 percent have parents with 
high school diplomas (–34), 17 percent have parents with at least 
some college (no different from baccalaureate reference group), and 
11 percent have parents with some type of graduate or professional 
degree (0), which decreases predicted SAT scores by 11 points.

The NELS “average” students’ zip code areas have household 
heads with no high school diploma, 32 percent have diplomas, 24 
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percent have some college, 12 percent have a baccalaureate, and 7 
percent have some type of graduate or professional degree. Only the 
concentration of non-diplomas (–28) and the concentration of gradu-
ate households (+15) appear to significantly impact predicted SAT 
scores.
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