
University of Wisconsin-Madison >i< 
7 ~ '  

Institute for 
Research on 
Poverty 
Discussion Papers 

Sandra R. Baum 

FINANCIAL AID TO LOW-INCOME 
COLLEGE STUDENTS: Its 
History and Prospects 



I n s t i t u t e  f o r  Research on Poverty 
Discussion Paper no. 846-87 

FINANCIAL A I D  TO LOW-INCOME COLLEGE STUDENTS: 
ITS HISTORY AND PROSPECTS 

Sandra R. Baum 
Skidmore College 

August 1987 

Th i s  research  was funded by the Department of Health and Human Serv ices  
under the Small Grants  program of the  I n s t i t u t e  f o r  Research on Poverty. 
A l l  views expressed a r e  those of the researcher  and no t  of e i t h e r  HHS o r  
t h e  I n s t i t u t e .  The au thor  i s  g r a t e f u l  f o r  the  he lp fu l  comments made by 
Lee Hansen and o t h e r  p a r t i c i p a n t s  i n  the  1987 IRP~ASPE Research Workshop. 



Abst rac t  

A f t e r  b r i e f l y  sketching the h i s t o r y  of f e d e r a l  a i d  programs f o r  

h ighe r  educat ion,  t h i s  paper employs the conceptual framework of f a i r n e s s  

theory to  analyze the e x t e n t  t o  which f i n a n c i a l  l i m i t a t i o n s  appear now t o  

p reven t  high school s e n i o r s  from a t t a i n i n g  a col lege education. Using 

d a t a  from the High School and Beyond long i tud ina l  s tudy,  t h i s  study f i n d s  

t h a t  a b i l i t y ,  measured by an achievement t e s t  administered a s  p a r t  of the 

survey,  i s  a  s t ronger  determinant of entrance i n t o  and completion of a  

co l l ege  educa t ion  than i s  income. As p a s t  research  has a l s o  ind ica t ed ,  

socioeconomic s t a t u s  p lays  a  s t rong  r o l e  i n  promoting co l lege  educat ion,  

b u t  t h i s  paper concludes t h a t  income alone i s  n o t  a  major f a c t o r  in  

l i m i t i n g  the p u r s u i t  of h igher  education. 



F i n a n c i a l  Aid t o  Low-Income Col lege S tuden ts :  
I t s  H i s t o r y  and P r o s p e c t s  

F e d e r a l  f i n a n c i a l  a i d  t o  c o l l e g e  s t u d e n t s  has  become an i n t e g r a l  p a r t  

o f  t h e  network of government p o l i c i e s  des igned t o  promote t h e  American 

dream of equa l  o p p o r t u n i t y  f o r  a l l  c i t i z e n s .  Like  food, s h e l t e r  and 

medica l  c a r e ,  e d u c a t i o n  i s  o f t e n  c l a s s e d  a s  a  m e r i t  good, t o  which a l l  

members of s o c i e t y  have a  r i g h t .  But u n l i k e  many of t h e  o t h e r  f e d e r a l  

s u b s i d i e s  which have mushroomed s i n c e  t h e  mid-1960s, a i d  t o  c o l l e g e  s t u -  

d e n t s  i s  widely pe rce ived  a s  having f o s t e r e d  i n d i v i d u a l  i n i t i a t i v e  and 

independence,  r a t h e r  than g e n e r a t i n g  s e l f - p e r p e t u a t i n g  dependencies  on 

t h e  system. I n  theory ,  s u b s i d i z i n g  e d u c a t i o n  should a l low people t o  p u l l  

themselves  o u t  of pover ty  r a t h e r  than j u s t  c u r i n g  t h e  symptoms of  

pover ty .  

The i d e a  t h a t  t h e  expansion of e d u c a t i o n a l  o p p o r t u n i t i e s  i s  a  pro- 

m i s i n g  s o l u t i o n  t o  t h e  problem of pover ty  has pervaded economic 

d i s c u s s i o n  of t h e  problem s i n c e  t h e  e a r l i e s t  days  of economic theory . l  

Governments have long a c t e d  on t h i s  b e l i e f  abou t  t h e  importance of educa- 

t i o n  by r e q u i r i n g  and p rov id ing  e lementary  and secondary educa t ion  and by 

s u b s i d i z i n g  i n s t i t u t i o n s  of h i g h e r  l e a r n i n g .  S i n c e  t h e  mid-1960s, the  

U.S. government h a s  a l s o  suppor ted  a  r a p i d l y  growing network of a i d  

programs f o r  c o l l e g e  s t u d e n t s ,  which r e f l e c t s  a n  e x t e n s i o n  of s o c i e t y ' s  

r o l e  t o  i n c l u d e  s u p p o r t  f o r  i n d i v i d u a l  s t u d e n t s  a t  both  p u b l i c  and p r i -  

v a t e  c o l l e g e s .  While t h e  m o t i v a t i o n s  f o r  t h e  f e d e r a l  government 's  a r r a y  

o f  a i d  programs i n c l u d e  i n t e r n a t i o n a l  compet i t iveness ,  economic 



p r o d u c t i v i t y ,  and p o l i t i c a l  expediency,  e q u a l  o p p o r t u n i t y  and the  opening 

o f  r o u t e s  o u t  of pover ty  a r e  c e r t a i n l y  prominent f a c t o r s .  

T h i s  paper  i n v e s t i g a t e s  t h e  e f f e c t i v e n e s s  of f i n a n c i a l  a i d  p o l i c i e s  

f o r  i n d i v i d u a l  s t u d e n t s  i n  i n c r e a s i n g  e d u c a t i o n a l  and economic oppor- 

t u n i t i e s  f o r  low-income youths .  Are t h e  b i l l i o n s  of d o l l a r s  now be ing  

s p e n t  t o  broaden a c c e s s  t o  h i g h e r  e d u c a t i o n  f a c i l i t a t i n g  upward m o b i l i t y  

f o r  young peop le  from low-income f a m i l i e s ?  Where should  f u t u r e  fund ing  

b e  d i r e c t e d  o r ,  more r e a l i s t i c a l l y ,  what t y p e s  of funding r e d u c t i o n s  a r e  

p o t e n t i a l l y  most damaging? The f i r s t  s e c t i o n  of t h e  paper  c o n t a i n s  a  

b r i e f  h i s t o r y  of f e d e r a l  f i n a n c i a l  a i d  t o  c o l l e g e  s t u d e n t s .  P a r t  I1 

a d d r e s s e s  t h e  q u e s t i o n  of t h e  e x t e n t  t o  which e x i s t i n g  f i n a n c i a l  a i d  

programs a r e  s u c c e s s f u l  i n  a s s u r i n g  a c c e s s  t o  h i g h e r  e d u c a t i o n  w i t h o u t  

r e g a r d  t o  income. I approach  t h i s  q u e s t i o n  through t h e  framework of  t h e  

economic t h e o r y  of  f a i r n e s s ,  which l e a d s  t o  a  f o c u s  on t h e  p r e v a l e n c e  of 

a s p i r a n t s  t o  h i g h e r  e d u c a t i o n  who a r e  f r u s t r a t e d  by f i n a n c i a l  c o n s t r a i n t s  

from a t t a i n i n g  t h e i r  g o a l s .  Because t h e  d a t a  used a r e  f o r  1980 h i g h  

s c h o o l  g r a d u a t e s ,  I d i s c u s s  t h e  l i k e l y  impact of r e c e n t  changes i n  f i n a n -  

c i a l  a i d  programs on f a i r n e s s .  

The t h i r d  s e c t i o n  of  t h e  paper  goes  beyond t h e  i s s u e  of a c c e s s  t o  

h i g h e r  e d u c a t i o n  t o  b r i e f l y  a d d r e s s  q u e s t i o n s  r e l a t i n g  t o  t h e  e f f e c -  

t i v e n e s s  of expanded e d u c a t i o n a l  o p p o r t u n i t i e s  i n  meeting t h e  g o a l s  of  

g r e a t e r  e q u a l i t y  of economic o p p o r t u n i t y .  I examine t h e  i s s u e s  of 

c h o i c e  and p e r s i s t e n c e  among low-income s t u d e n t s  i n  h i g h e r  e d u c a t i o n ,  

which a r e  c r i  t i c a  1 i n  de te rmin ing  t h e  payoff t o  h i g h e r  educa t ion .  

F i n a l l y ,  P a r t  I V  summarizes t h e  f i n d i n g s  and d i s c u s s e s  p o s s i b l e  changes 

and g o a l s  f o r  t h e  f u t u r e  i n  d e s i g n i n g  programs t o  i n c r e a s e  t h e  economic 

o p p o r t u n i t i e s  o f  low-income youth.  



I. HISTORY OF FEDERAL A I D  PROGRAMS 

Although pr imary r e s p o n s i b i l i t y  f o r  h i g h e r  e d u c a t i o n  has  always 

r e s t e d  w i t h  t h e  s t a t e s ,  t h e  f e d e r a l  government has  a  long h i s t o r y  of  

involvement  i n  and s u p p o r t  f o r  c o l l e g e s  and u n i v e r s i t i e s .  A s  e a r l y  a s  

1787,  some proceeds  from p u b l i c  l and  s a l e s  were earmarked f o r  t h e  deve- 

lopment of u n i v e r s i t i e s .  I n  1862, t h e  M o r r i l l  Land G r a n t  C o l l e g e  Act 

gave  f e d e r a l  l a n d s  t o  each  s t a t e  of t h e  union f o r  t h e  purpose  of b u i l d i n g  

c o l l e g e s  which would t e a c h  a g r i c u l t u r e  and t h e  mechanic a r t s .  The ROTC 

program, i n s t i t u t e d  i n  1925,  was an  e a r l y  form of f e d e r a l  s c h o l a r s h i p  

a s s i s t a n c e .  There  was a l s o  a  work-study program f o r  c o l l e g e  s t u d e n t s  

d u r i n g  t h e  Depress ion.  

The f e d e r a l  r o l e  grew i n  t h e  1940s and 1950s ,  when b roader  g roups  of 

i n d i v i d u a l  s t u d e n t s  were a s s i s t e d  i n  paying t h e i r  c o l l e g e  c o s t s .  The G I  

B i l l  o f  1944 p rov ided  t u i t i o n  and s u b s i s t e n c e  a l lowances  t o  v e t e r a n s  of 

World War I1 and was l a t e r  extended t o  cover  v e t e r a n s  of o t h e r  wars. The 

N a t i o n a l  Defense  Educa t ion  Ac t  (NDEA) of 1958 i n s t i t u t e d  s m a l l  f e l l o w s h i p  

programs f o r  g r a d u a t e  s t u d e n t s  pursu ing  p a r t i c u l a r  l i n e s  of s tudy.  T h i s  

A c t  a l s o  c r e a t e d  N a t i o n a l  Defense  Educa t ion  Loans (now N a t i o n a l  D i r e c t  

S t u d e n t  Loans ) ,  which a l lowed undergradua te  and g r a d u a t e  s t u d e n t s  t o  

borrow a t  s u b s i d i z e d  r a t e s .  Passage  of the  NDEA was i n  d i r e c t  r e sponse  

t o  t h e  S o v i e t s '  S p u t n i k  s u c c e s s ,  which g e n e r a t e d  i n s e c u r i t y  i n  t h i s  

c o u n t r y  a b o u t  o u r  a b i l i t y  t o  compete w i t h  S o v i e t  s c i e n t i f i c  and tech-  

n o l o g i c a l  p r o g r e s s .  The e x p r e s s  purpose  of the  fund ing ,  b i l l e d  a s  a n  

emergency f o u r - y e a r  measure, was t o  develop t h e  mental  r e s o u r c e s  of 

American youth  and t o  e n s u r e  a n  adequa te  supply  of t e c h n i c a l  s k i l l s .  



When t h e  Eisenhower a d m i n i s t r a t i o n  proposed t h e  NDEA, i t  inc luded  t h e  

p r o v i s i o n  of g r a n t  a i d  f o r  s e l e c t e d  undergraduates .  But a t  t h i s  time 

t h e r e  was s t r o n g  o p p o s i t i o n  t o  t h e  n o t i o n  of g i v i n g  s t u d e n t s  a  " f r e e  

r i d e "  and t h e  f i n a l  b i l l  c o n t a i n e d  p r o v i s i o n s  only f o r  loans .  However, 

i n  a d d i t i o n  t o  s m a l l  f e l l o w s h i p  programs f o r  g r a d u a t e  s t u d e n t s  who would 

become t e a c h e r s  i n  t h e  h i g h e r  e d u c a t i o n  s y s  tem, t h e r e  was p r o v i s i o n  f o r  

p a r t i a l  c a n c e l l a t i o n  of d e b t  f o r  undergradua tes  who went i n t o  e lementa ry  

and secondary s c h o o l  t each ing .  

These  programs were des igned  t o  g i v e  p r e f e r e n c e  t o  academica l ly  

s u p e r i o r  s t u d e n t s  and t o  t h o s e  e n t e r i n g  p a r t i c u l a r  f i e l d s ,  n o t  t o  guaran- 

t e e  e q u a l  o p p o r t u n i t y .  The concern  was n o t  over  unequal a c c e s s  t o  h i g h e r  

e d u c a t i o n  f o r  young peop le  of v a r y i n g  socioeconomic backgrounds,  b u t  

r a t h e r  a  concern  f o r  e f f i c i e n c y .  The n a t i o n  was thought  t o  be l o s i n g  o u t  

because  a b l e  young peop le  were n o t  c o n t i n u i n g  t h e i r  e d u c a t i o n s  o r  n o t  

e n t e r i n g  t h e  f i e l d s  most v i t a l  t o  t h e  development of t h e  American eco- 

nomy. The m i n o r i t y  who were a r g u i n g  f o r  p r o v i d i n g  s c h o l a r s h i p  a i d  t o  

a l l o w  s t u d e n t s  w i t h  i n a d e q u a t e  f i n a n c i a l  r e s o u r c e s  t o  a t t e n d  c o l l e g e  were 

d e f e a t e d  by t h e  more widespread o p p o s i t i o n  t o  unearned handouts.  S t i l l ,  

t h e  NDEA was a  major s t e p  toward what was t o  become a  t r a d i t i o n  of 

f e d e r a l  s u p p o r t  f o r  i n d i v i d u a l  c o l l e g e  s t u d e n t s .  

S u p p o r t  f o r  o u t r i g h t  g r a n t s  grew d u r i n g  t h e  e a r l y  1960s. The Kennedy 

a d m i n i s t r a t i o n  advocated t h e  i n c l u s i o n  of some s c h o l a r s h i p  a i d  based on 

b o t h  need and m e r i t  i n  proposed l e g i s l a t i o n  i n  1961,  1962,  and 1963. But 

when t h e  Higher  Educa t ion  F a c i l i t i e s  Act of 1963 was passed ,  i t  inc luded  

o n l y  funds  f o r  t h e  expans ion  of  campus f a c i l i t i e s ,  n o t  f o r  s t u d e n t  a i d .  



By 1965, t h e  War on P o v e r t y  was i n  f u l l  swing and t h e  s u p p o r t e r s  of 

f e d e r a l  g r a n t s  t o  s t u d e n t s  f i n a l l y  won out .  The f i r s t  f e d e r a l  scho- 

l a r s h i p s  f o r  undergradua te  s t u d e n t s  were a u t h o r i z e d  i n  t h e  Higher 

Educa t ion  A c t  of 1965 (HEA-65). The Equal Oppor tun i ty  G r a n t s  ( l a t e r  t o  

become Supplementa l  E d u c a t i o n a l  Oppor tun i ty  Grants--SEOG) a u t h o r i z e d  by 

t h e  1965 l e g i s l a  t i o n  provided funds  t o  s t u d e n t s  w i t h  " e x c e p t i o n a l  f  inan-  

c i a 1  need." The b i l l  a l s o  i n i t i a t e d  Guaranteed S t u d e n t  Loans (GSLS) , a  

program of f e d e r a l  l o a n  i n s u r a n c e  f o r  e d u c a t i o n a l  l o a n s  made by s t a t e s  

a n d  p r i v a t e  banking i n s t i t u t i o n s .  Another p r o v i s i o n  of HEA-65 t r a n s -  

f e r r e d  t h e  Col lege  Work Study program (CWS), which had been c r e a t e d  by 

t h e  Economic O p p o r t u n i t y  Act i n  1964, from t h e  O f f i c e  of Economic 

O p p o r t u n i t y  t o  t h e  O f f i c e  of Education.  Under Work Study,  t h e  f e d e r a l  

government p r o v i d e s  up t o  8 0  p e r c e n t  of  s t u d e n t  wages f o r  on-campus jobs .  

HEA-65 r e f l e c t e d  a  r i s i n g  concern  f o r  t h e  d isadvantaged i n  the  q u e s t  

f o r  h i g h e r  educa t ion .  T a l e n t  l o s s  was no l o n g e r  t h e  major f o c u s  of the  

l e g i s l a t i o n .  The changed s o c i a l  a t t i t u d e  toward pover ty  and s o c i e t y ' s  

r e s p o n s i b i l i t y  f o r  economic c o n d i t i o n s  had c r e a t e d  concern  o v e r  t h e  imba- 

l a n c e  i n  c o l l e g e  a t t e n d a n c e  r a t e s  by r a c e  and family  income. 

Amendments t o  HEA-65 passed  i n  1966 and 1968 expanded t h e  programs 

a l r e a d y  i n  e x i s t e n c e ,  b u t  d i d  n o t  make major s t r u c t u r a l  changes.  The GSL 

program r e c e i v e d  a  s h o t  i n  t h e  arm i n  1969,  when Congress provided f o r  

s p e c i a l  a l lowances  t o  l e n d e r s  t o  supplement t h e  i n t e r e s t  they ea rned  on 

t h e  l o a n s  and t o  encourage them t o  make funds  more widely  a v a i l a b l e .  

The n e x t  major s t e p  i n  s t u d e n t  a i d  l e g i s l a t i o n  was t h e  implementa t ion 

o f  B a s i c  Economic Oppor tun i ty  G r a n t s  (BEOG--~OW known a s  P e l 1  G r a n t s )  

w i t h  t h e  Educa t ion  Amendments of 1972. These g r a n t s  were d i f f e r e n t  from 



e a r l i e r  s t u d e n t  a i d ,  which had been d i s t r i b u t e d  t o  i n s t i t u t i o n s  t o  a l l o -  

c a t e  a t  t h e i r  d i s c r e t i o n .  BEOG funds  were provided d i r e c t l y  t o  needy 

s t u d e n t s  t o  be used a t  t h e  c o l l e g e  of t h e i r  choice .  The 1972 l e g i s l a t i o n  

a l s o  i n s t i t u t e d  S t a t e  S t u d e n t  I n c e n t i v e  G r a n t s  (SSIG). These  a r e  

matching funds  provided t o  s t a t e s  t o  encourage them t o  s e t  up s c h o l a r s h i p  

f u n d s  f o r  needy s t u d e n t s .  

T h i s  l e g i s l a t i o n  came a f t e r  a  s e r i e s  of r e p o r t s  from t h e  Carneg ie  

Commission and o t h e r s ,  i n  t h e  l a t e  1960s and e a r l y  1970s,  s t r e s s e d  t h e  

need f o r  a n  e x t e n s i o n  of  f e d e r a l  a i d  programs t o  maximize s t u d e n t s '  

c o l l e g e  c h o i c e  o p t i o n s .  I n  1970, P r e s i d e n t  Nixon had proposed a  

$1400/year  g u a r a n t e e  t o  s t u d e n t s ,  which would o p e r a t e  l i k e  a  n e g a t i v e  

income tax .  The t ime had n o t  y e t  a r r i v e d ,  however, f o r  accep tance  of  

s u c h  a  broad-based program .2 

The o r i g i n a l  BEOG l e g i s l a t i o n  provided f o r  b a s i c  g r a n t s  e q u a l  t o  

$1200 minus any c o n t r i b u t i o n  t h e  f a m i l y  could make t o  a  s t u d e n t ' s  educa- 

t i o n .  A l i m i t a t i o n  of one h a l f  t h e  c o s t  of c o l l e g e  was p laced  on t h e  

g r a n t .  Uniform r e g u l a t i o n s  were s e t  f o r  de te rmin ing  expec ted  fami ly  

c o n t r i b u t i o n s .  Unl ike  o t h e r  e n t i t l e m e n t  programs, t h e  BEOG program was 

d e s i g n e d  s o  t h a t  each  e l i g i b l e  s t u d e n t  had t h e  r i g h t  t o  a  p r o r a t e d  s h a r e  

o f  t h e  funds  a l l o c a t e d ,  r a t h e r  than  t o  a  f i x e d  amount p e r  yea r .  

U n t i l  1978,  when t h e  Middle Income S t u d e n t  A s s i s t a n c e  Act (MISAA) was 

p a s s e d ,  most  a i d  was t a r g e t e d  on low-income s t u d e n t s .  P e l 1  G r a n t s  went 

t o  s t u d e n t s  from f a m i l i e s  w i t h  incomes below $15,000, and GSLs had a n  

income c e i l i n g  of  $25,000. The MISAA extended b o t h  of  t h e s e  programs t o  

s t u d e n t s  from f a m i l i e s  w i t h  h i g h e r  incomes. The GSL program mushroomed 



a f t e r  1978, when MISAA caused t h e  number of loans  p e r  y e a r  t o  r i s e  from 

1.1 m i l l i o n  i n  1978 t o  a b o u t  3.5 m i l l i o n  i n  1981. 

L e g i s l a t i o n  passed i n  1980 con t inued  t h e  t r e n d  toward i n c r e a s i n g  

g e n e r o s i t y  i n  s t u d e n t  a i d  programs, b u t  the  Omnibus Budget R e c o n c i l i a t i o n  

A c t  of 1981 e f f e c t i v e l y  r e p e a l e d  most of t h e  s t u d e n t  a i d  expansion which 

had been l e g i s l a t e d  i n  1980. Among t h e  new r e s t r i c t i o n s  on GSLs was a  

requ i rement  t h a t  s t u d e n t s  w i t h  fami ly  incomes above $30,000 demonstra te  

need i n  o r d e r  t o  r e c e i v e  t h e  l o a n s ,  a  5  p e r c e n t  o r i g i n a t i o n  f e e ,  and an  

i n c r e a s e  i n  t h e  annua l  minimum repayment amount from $360 t o  $600. A t  

t h e  same t ime, S o c i a l  S e c u r i t y  S u r v i v o r s  b e n e f i t s  f o r  dependent c o l l e g e  

s t u d e n t s  were phased o u t  and fund ing  f o r  P e l l  Gran t s  was c u t .  S i n c e  

1981, t h e  Reagan a d m i n i s t r a t i o n  h a s  inc luded  major c u t s  i n  f i n a n c i a l  a i d  

programs i n  each budget proposal .  

Congress h a s  r e s i s t e d  most of the  p r e s s u r e ,  m a i n t a i n i n g  funding f o r  

g r a n t s  and i n c r e a s i n g  loan funds .  I n  1986, Congress passed a  Higher 

Educa t ion  Act  r e a u t h o r i z i n g  a i d  programs through 1991 and expanding the  

GSL, P e l l  Gran t ,  and Work Study programs. The Reagan p r o p o s a l s  t h a t  y e a r  

would have c u t  P e l l  Grant  fund ing  d r a m a t i c a l l y .  Again, t h e  b i l l  passed 

by Congress r e j e c t e d  many of t h e  c u t s  proposed by t h e  a d m i n i s t r a t i o n .  It 

e x t e n d s  a i d  t o  s t u d e n t s  a t t e n d i n g  school  l e s s  than  h a l f - t i m e ,  who were 

n o t  p r e v i o u s l y  e l i g i b l e ,  b u t  makes i t  more d i f f i c u l t  f o r  s t u d e n t s  t o  

d e c l a r e  themselves independent  of t h e i r  p a r e n t s  and r e q u i r e s  them t o  

m a i n t a i n  a  C average  i n  o r d e r  t o  con t inue  r e c e i v i n g  a i d .  I t  e n f o r c e s  

s t r i c t e r  e l i g i b i l i t y  requ i rements  f o r  s t u d e n t  loans ,  w h i l e  r a i s i n g  t h e  

1 i m i  ts on amounts i n d i v i d u a  1s may borrow. 



GSL l o a n  l i m i t s ,  which had been $2500 a y e a r ,  a r e  i n c r e a s e d  t o  $2625 

f o r  freshmen and $4000 a y e a r  f o r  o t h e r  undergraduates .  The l i m i t  f o r  

g r a d u a t e  s t u d e n t s  r i s e s  from $5000 a y e a r  t o  $7500. T o t a l  d e b t  c e i l i n g s  

r i s e  from $12,500 t o  $17,250 f o r  undergradua tes  and from $25,000 t o  

$54,750 f o r  t h o s e  who borrow f o r  both  g r a d u a t e  and undergraduate  educa- 

t i o n s .  A l l  GSL borrowers ,  i n s t e a d  of only those  from f a m i l i e s  w i t h  in -  

comes above $30,000, w i l l  now have t o  pass  needs t e s t s ,  and the  i n t e r e s t  

r a t e  charged on GSLs r i s e s  from 8 p e r c e n t  t o  10 p e r c e n t  beginning i n  the  

f i f t h  y e a r  of repayment. GSL s u b s i d i e s  t o  banks a r e  c u t  and GSL o u t l a y s  

a r e  scheduled t o  remain a t  $3.2 b i l l i o n  i n  1988, b u t  t o  d e c l i n e  by $445 

m i l l i o n  o v e r  t h r e e  years .  

F i s c a l  y e a r  1987 a u t h o r i z a t i o n  l e v e l s  f o r  i n d i v i d u a l  programs under 

t h e  1986 l e g i s l a t i o n  a r e  r e p o r t e d  i n  Tab le  1. There  is  an i n c r e a s e  from 

$3.6 b i l l i o n  t o  $4.6 b i l l i o n  f o r  P e l l  G r a n t s  (compared t o  t h e  a d m i n i s t r a -  

t i o n  p roposa l  t o  c u t  funding t o  $2.7 b i l l i o n ) .  The annua l  l i m i t  on P e l l  

G r a n t s  h a s  been i n c r e a s e d  from $2100 t o  $2300 f o r  1987, and w i l l  r i s e  by 

$200 a y e a r  t h e r e a f t e r ,  w i t h  a maximum of 60 p e r c e n t  of c o l l e g e  c o s t s .  

SEOG, NDSL, and SSIG l i m i t s  have a l s o  been i n c r e a s e d ,  and Work Study has  

been expanded t o  i n c l u d e  p r o p r i e t a r y  schools .  

The development of t h i s  e l a b o r a t e  menu of s t u d e n t  a i d  programs over  

t h e  l a s t  twenty y e a r s  has ,  of course ,  channeled growing amounts of 

f e d e r a l  d o l l a r s  i n t o  e d u c a t i o n a l  s u p p o r t  programs. Tab le  2 shows 

a v a i l a b l e  s t u d e n t  a i d  from a l l  sources  f o r  t h e  y e a r s  1963-85, g i v i n g  both  

c u r r e n t  d o l l a r  and c o n s t a n t  1982 d o l l a r  f i g u r e s .  A t  the  beginning of 

t h i s  p e r i o d  NDSL, a i d  t o  v e t e r a n s ,  and a ve ry  smal l  amount of o t h e r  g r a n t  

programs were t h e  on ly  f e d e r a l  a i d  funds ,  which t o t a l e d  $190 m i l l i o n .  By 



Table  1 

1986 S t u d e n t  Aid A u t h o r i z a t i o n s  
( M i l l i o n s  of d o l l a r s )  

Program 
F i s c a l  1986 F i s c a l  1987 

A p p r o p r i a t i o n s  A u t h o r i z a t i o n  

P e l 1  G r a n t s  $3,578 $4,600a 

Guaranteed S t u d e n t  Loans 3,259 3,200a 

Supp lementa l  E d u c a t i o n a l  
O p p o r t u n i t y  G r a n t s  

N a t i o n a l  D i r e c t  S t u d e n t  Loans 209 2  7  5  

Co 1 l e g e  Work-S tudy 567 656 

TRIO ( s p e c i a l  s e r v i c e s  f o r  t h e  
d i sadvan taged)  

S t a t e  S t u d e n t  I n c e n t i v e  G r a n t s  7  3  

T o t a l  $8,250 

'No a u t h o r i z a t i o n  c e i l i n g  i s  s e t  f o r  P e l l  G r a n t s  and Guaranteed 
S t u d e n t  Loans. F i s c a l  1987 f i g u r e s  r e p r e s e n t  p r o j e c t e d  c o s t s .  

Source:  Hook (1986) ,  p. 2217. 



Table  2 

S t u d e n t  F i n a n c i a l  Aid A v a i l a b l e  under I n d i v i d u a l  Programs, 
S e l e c t e d  Years ,  1963-1985 

ÿÿ ill ions of c u r r e n t  d o l l a r s ;  1982 d o l l a r s  i n  p a r e n t h e s e s )  

Program 1963 1970 1975 1980 1985 

P e l 1  G r a n t s  - - 

Supplemental  E d u c a t i o n a l  -- 
Oppor tun i ty  G r a n t s  

S  t a t e  S  t u d e n t  I n c e n t i v e  - - 
G r a n t s  

Work Study - - 

N a t i o n a l  D i r e c t  S t u d e n t  114 
Loans (356) 

Guaranteed S t u d e n t  - - 
L oansa 

S o c i a l  S e c u r i t y  
S u r v i v o r s  

~e  t e r a n s '  a  i d  

Other  g r a n t s  

O t h e r  l o a n s  - - 

T o t a l  f e d e r a l  190 
(594) 

S t a t e  g r a n t s  

I n s t i t u t i o n a l  a i d  300 
(940)  

T o t a l  

( ~ o t e s  on n e x t  page) 



Table 2 ,  continued 

Sources: Col lege  Entrance Examination Board (1986a),  G i l l e s p i e  and 
Carlson (1983) .  

a ~ n c l u d e s  PLUS, a supplementa 1 loan program. 



1970-71, t h e  a d d i t i o n  of SEOG, CWS, GSL, S o c i a l  S e c u r i t y  b e n e f i t s ,  and 

o t h e r  minor programs had caused f e d e r a l  a i d  t o  s t u d e n t s  t o  i n c r e a s e  t o  

$3.3 b i l l i o n .  Over t h e  n e x t  decade, t h e  i n t r o d u c t i o n  and r a p i d  expansion 

o f  t h e  P e l l  Gran t  program and the  l a r g e  i n c r e a s e  i n  Guaranteed S t u d e n t  

Loans were p r i m a r i l y  r e s p o n s i b l e  f o r  t h e  s u r g e  i n  a v a i l a b l e  f e d e r a l  a i d  

t o  $14.2 b i l l i o n ,  a 100 p e r c e n t  r e a l  i n c r e a s e  o v e r  t h e  t en-year  ~ e r i o d . 3  

S i n c e  1980, r e a l  f e d e r a l  a i d  has  d e c l i n e d  by 10 p e r c e n t ,  b u t  i n c r e a s e s  i n  

s t a t e  and i n s t i t u t i o n a l  a i d  programs have compensated f o r  most of t h i s  

d e c l i n e ,  s o  t o t a l  a v a i l a b l e  a i d  has  f a l l e n  on ly  3 p e r c e n t  i n  r e a l  terms. 

The e x t e n t  t o  which a i d  programs have been t a r g e t e d  on low-income 

s t u d e n t s  has  v a r i e d  over  time. Tab le  3 c o n t a i n s  in format ion  on the  a i d  

g o i n g  t o  s t u d e n t s  of low and moderate income from 1972-73 through 

1982-83 (1983-84 f o r  P e l l  G r a n t s ) .  Because of MISAA, a i d  was more spread  

o u t  from 1979 through 1981. The p r o p o r t i o n  of P e l l  a i d  going t o  s t u d e n t s  

from low-income f a m i l i e s  (income l e s s  than $15,000 i n  1984 d o l l a r s )  r o s e  

from 60 p e r c e n t  i n  1979-80 t o  81.5 p e r c e n t  i n  1983-84, a f t e r  new r e s t r i c -  

t i o n s  had been imposed. 

I n  1972-73, 68 p e r c e n t  of SEOG funds  went t o  ve ry  low-income s t u -  

d e n t s ,  b u t  i n  t h e  1980s t h i s  f i g u r e  has remained below 40 percen t .  I n  

1972, v i r t u a l l y  a l l  SEOG f u n d s  went t o  s t u d e n t s  w i t h  incomes below t h e  

median ($27,599 i n  1984 d o l l a r s ) ,  b u t  i n  the  1980s,  a b o u t  35 p e r c e n t  of 

t h e  funds  have gone t o  s t u d e n t s  w i t h  fami ly  incomes above t h e  median. 

Work Study and NDSL funds  a l s o  remain l e s s  concen t ra ted  on low-income 

s t u d e n t s  than they  were i n  t h e  e a r l y  1970s. 

I n  sum, t h e  p r o p o r t i o n  of t o t a l  a i d  going t o  low-income s t u d e n t s  has  

r i s e n  i n  t h e  1980s ,  b u t  remains below e a r l y  1970s l e v e l s .  I n  a d d i t i o n ,  

t h e  r e a l  v a l u e  of average  i n d i v i d u a l  awards under  f e d e r a l  f i n a n c i a l  a i d  



Table  3 

F e d e r a l  Aid t o  S t u d e n t s  of Low and Moderate Income, S e l e c t e d  Years ,  
1972-1983 

( D o l l a r s  i n  c o n s t a n t  1984 v a l u e s )  

P e l 1  Gran t s  

No. of awards - - 
P r o p o r t i o n  of funds  to:  

Low-income s t u d e n t s  -- 
Low- and moderate-income s t u d e n t s  -- 

Average award: 
Low- income s t u d e n t s  - - 
O v e r a l l  - - 

S EOG 

No. o f  awards 285,000 
P r o p o r t i o n  of funds  to :  

Low- income s t u d e n t s  68.2% 
Low- and moderate-income s t u d e n t s  98.5% 

Average award: 
Low- income s t u d e n t s  $1,161 
O v e r a l l  $1,191 

Work Study 

No. of awards 399 ,000 
P r o p o r t i o n  of funds to:  

Low-income s t u d e n t s  50.7% 
Low- and moderate- income s t u d e n t s  83.9% 

Average e a r n i n g s  
Low- income s t u d e n t s  $1,322 
O v e r a l l  $1,253 

No. of awards 512,000 
Propor  t i o n  o f  funds  t o  : 

Low-income s t u d e n t s  37.1% 
Low- and modera te-income s t u d e n t s  69.7% 

Average loan: 
Low-income s t u d e n t s  $1,274 
O v e r a l l  $1,380 

(Notes  on n e x t  page) 



Table 3 ,  Continued 

Source: College Entrance Examination Board (1986b). 

Note: P e l l  Grant f i g u r e s  a r e  f o r  a l l  s tudents .  The f i g u r e s  shown f o r  the 
o t h e r  programs a r e  f o r  dependent s tudents  only ( those  supported by 
t h e i r  parents ) ;  t h e i r  income r e f e r s  t o  family income. Low-income i s  
defined here  a s  below $15,000, moderate income below $25,000, i n  
1984 d o l l a r s .  Median family income i n  constant  1984 d o l l a r s  ranged 
over  t h i s  period from a low of $25,216 i n  1982 t o  a high of $28,085 
i n  1978. 

a ~ h e  P e l l  Grant f i g u r e s  a r e  f o r  1983-84. 



programs has  dec l i ned  s t e a d i l y  s i n c e  the  e a r l y  1970s ( s e e  Table  3 ) .  The 

expansion of t he  programs involved i n c l u s i o n  of l a r g e r  numbers of s t u -  

d e n t s  ( a l t hough  n o t  c o n s i s t e n t l y ;  s e e  Tab le  4 )  r a t h e r  than increased  

b e n e f i t s  f o r  i n d i v i d u a l  r e ~ i ~ i e n t s . 4  

Widespread p u b l i c i t y  about  a c t u a l  and th rea tened  c u t s  i n  s t uden t  a i d  

no tw i th s t and ing ,  f e d e r a l  a s s i s t a n c e  programs f o r  c o l l e g e  s t u d e n t s  a r e  a  

wel l -en t renched  p a r t  of p u b l i c  po l icy .  In f  ormation on the  e f f e c t i v e n e s s  

o f  t h e s e  funds i n  i n c r e a s i n g  educa t i ona l  o p p o r t u n i t i e s  is  c r i t i c a l  t o  

p o l i c y  eva lua t i on .  

11. ACCESS TO HIGHER EDUCATION 

The f e d e r a l  government provided $14.2 b i l l i o n  i n  a i d  t o  postsecondary 

s t u d e n t s  i n  1980-81  a able 2 ) .  The a d d i t i o n  of s t a t e  g r a n t  programs and 

i n s t i t u t i o n a l l y  awarded a i d  y i e lded  a  t o t a l  of $17.1 b i l l i o n  i n  t o t a l  

s t u d e n t  a i d .  By 1985-86, f e d e r a l  a i d  had f a l l e n  a lmos t  10 p e r c e n t  i n  

r e a l  terms, bu t  s t i l l  amounted t o  $16.2 b i l l i o n .  S t a t e  and i n s t i t u t i o n a l  

a i d  had compensated f o r  most of the  f e d e r a l  d e c l i n e ,  and t o t a l  a i d  

amounted t o  $21 b i l l i o n  i n  1985-86, a s s i s t i n g  approximately s i x  m i l l i o n  

s tudents.5 

The deba t e  about  whether t h i s  l e v e l  of a i d  i s  inadequate  o r  over ly  

generous  and how t h e  a i d  package should be d iv ided  between g r a n t s  and 

l oans  i s  ongoing. The d i s c u s s i o n  i s  n o t  adequa te ly  informed by r e l i a b l e  

ev idence  on t h e  e f f e c t i v e n e s s  of e x i s t i n g  a i d  p o l i c i e s ,  a 1  though s e v e r a l  

s t u d i e s  have addressed t h i s  i s sue .  I t  i s  t r u e  t h a t  between 1972 and 

1982, growth i n  c o l l e g e  a t t endance  was p a r t i c u l a r l y  r ap id  f o r  nonwhites 

( 85  p e r c e n t ) ,  f o r  two-year i n s t i t u t i o n s  (73 p e r c e n t ) ,  and f o r  pa r t - t ime  



Table  4 

P r o p o r t i o n  of  Col lege Freshmen 
Rece iv ing  Aid, 1975-1984 

SEOG 6 8 6 

S t a t e  G r a n t s  19 16 14 

C o l l e g e  G r a n t s  9 13 17 

GSL 10 2 1 23 

NDSL 10 9 6 

Co 1 l e g e  loans  3 4 4 

Work Study 12 15 9 

Source:  S t a t i s  t i c a l  A b s t r a c t  of the  
United S t a t e s ,  1985, p. 151. 



s tuden t s  (66 p e r c e n t ) ,  compared to an o v e r a l l  increase  of 35 percent  

( ~ a t i o n a l  Center f o r  Education S t a t i s t i c s ,  1985, p. 98).6 Since a l l  of 

these  groups include d ispropor t ionate  numbers of low-income people, i t  i s  

reasonable t o  conclude t h a t  the p r o l i f e r a t i o n  of a id  programs has 

increased  low-income col lege  attendance. There i s  some evidence, 

however, t h a t  t he  f  inancia  1 a i d  programs have not  ra i sed  enrollments f o r  

low-income students .  

Hansen (1983) found t h a t  the percentage of co l lege  s tudents  coming 

from fami l i e s  wi th  incomes below the median did n o t  increase over the 

1970s. H i s  r e s u l t s  i n d i c a t e  t h a t  the r a t i o  of enrollment r a t e s  f o r  

below-median-income s tudents  to  enrollment r a t e s  f o r  above-median-income 

s tuden t s  decl ined f o r  a l l  r ace l sex  groups between 1971-72 and 1978-79.7 

These r e s u l t s  generated considerable doubt about how e f f e c t i v e  f i n a n c i a l  

a i d  programs a r e  i n  encouraging low-income s tudents  t o  a t t end  col lege.  

Manksi and Wise (1983), on the o ther  hand, estimated t h a t  BEOG g r a n t s  

increased low-income freshman enrollments by up to 59 percent ,  with the 

new e n t r i e s  almost e n t i r e l y  i n t o  two-year and vocat ional  i n s t i t u t i o n s .  

Severa l  o t h e r  s t u d i e s  of co l l ege  choice have considered the impact of 

f i n a n c i a l  a i d  on attendance.8 The genera l  consensus i s  t ha t  f i n a n c i a l  

a i d  has  a  p o s i t i v e  but  l imi ted  impact on low-income s tudent  enrollments.  

Most e x i s t i n g  r e s u l t s  a r e  based on behavioral models of the co l lege  

choice decis ion.  Despi te  considerable progress i n  the development of 

t hese  models, s e r ious  ques t ions  remain about t h e i r  a b i l i t y  to expla in  and 

p r e d i c t  t he  r o l e  of a id  i n  inf luencing  educat ional  decis ions.  Many of 

the  problems a r e  the r e s u l t  of inadequate data a v a i l a b i l i t y .  

This  study takes  a  d i f f e r e n t  approach to analyzing the e f f ec t iveness  

of  s tudent  a id .  I take e x i s t i n g  a i d  po l i c i e s  a s  given and ask how many 



s tuden t s  remain f r u s t r a t e d  i n  t h e i r  a t tempts  t o  a t t a i n  higher educat ion 

because of f i n a n c i a l  l imi t a t ions .  While the  r e s u l t s  do no t  i nd ica t e  how 

many s tuden t s  have already been induced by a i d  programs to a t t e n d  

co l l ege ,  they do suggest  the e x t e n t  to which expanded a i d  programs have 

t h e  p o t e n t i a l  t o  increase  co l lege  attendance r a t e s  above cu r ren t  leve ls .  

The t h e o r e t i c a l  framework f o r  t h i s  inqui ry  comes from the  economic 

1 I theory of fa i rness ."  A growing body of economic l i t e r a t u r e  has deve- 

loped t h i s  theory, which def ines  " f a i r "  d i s t r i b u t i o n s  a s  those d i s t r i b u -  

t i o n s  i n  which no agent  envies  the a l l o c a t i o n  received by any o ther  

agent.  Most of the f a i r n e s s  l i t e r a t u r e  dea ls  with the t h e o r e t i c a l  pro- 

p e r t i e s  of f a i r n e ~ s . ~  Recently, however, a t tempts  have been made t o  

apply the theory t o  empir ical  i ssues .  Baumol (1986) uses f a i r n e s s  theory 

t o  eva lua te  peak-pricing, r a t ion ing ,  and o the r  pr ic ing  po l i c i e s .  Baum 

and Schwartz (1986) apply f a i r n e s s  theory to access  to  higher  education. 

The d iscuss ion  which fol lows bui lds  on the r e s u l t s  from the l a t t e r  work. 

Fa i rness  Theorv 

F i r s t ,  a  bas ic  understanding of f a i r n e s s  theory i s  required. For a  

more d e t a i l e d  d iscuss ion ,  s ee  Varian (1975) o r  Baumol (1986). As s t a t e d  

above, f a i r n e s s  i s  defined a s  the lack of envy. A d i s t r i b u t i o n  i s  con- 

s ide red  f a i r  i f  no ind iv idua l  p r e f e r s  any o the r  i n d i v i d u a l ' s  a l l o c a t i o n  

t o  h i s  own. Because of d i f f e rences  i n  preferences,  unequal d iv i s ion  of 

i n i t i a l  endowments does n o t  necessar i ly  c r e a t e  an un fa i r  s i t ua t ion .  In 

t h e  s imples t  vers ion  of f a i r n e s s  theory, the problem being posed is how 

t o  a l l o c a t e  a  f ixed  bundle of goods. A " f a i r "  so lu t ion  to  t h i s  pure 

t r a d e  problem i s  t o  g ive  each agent  an i d e n t i c a l  endowment and then to 

al low t rad ing  to  take place under competi t ive condit ions.  I n  the 



r e s u l t i n g  equil ibr ium, each ind iv idua l ' s  u t i l i t y  w i l l  be a t  l e a s t  a s  high 

a s  i t  would be i f  he had any o the r  ind iv idua l ' s  consumption bundle. 

When we move beyond a pure exchange economy and allow agents  t o  pro- 

duce a s  wel l  a s  consume, the i s s u e  of how to  divide labor  power equal ly 

among the  economic agents  a r i s e s .  (The term "labor ~ o w e r "  includes a l l  

p o t e n t i a l l y  productive a t  t r i b u t e s  of indiv iduals ,  such a s  in t e l l i gence ,  

s t r eng th ,  c r e a t i v i t y ,  and a d a ~ t a b i l i  ty.) An equal d i v i s i o n  of aggregate 

l abor  power may imply g iv ing  agent  A con t ro l  over p a r t  of the labor  power 

of agent  B y  which v i o l a t e s  the  r i g h t  of agent B to  the ownership of her 

own labor  power. 

Following Varian (1975), I d e a l  with t h i s  problem of nont ransferable  

and d i f f e r i n g  a b i l i t i e s  by def in ing  a  "wealth-fair" a l loca t ion .  Rather 

than comparing h i s  cu r ren t  consumption-labor bundle to  agent  A ' S  cur rent  

consumption-labor bundle, agent B compares the labor  required of him to  

produce h i s  cu r ren t  a l l o c a t i o n  of goods to  the  labor  which would be 

requi red  of him to produce what agent  A produces. The quest ion is not  

whether B would p re fe r  t o  consume what A consumes, but whether B would 

p r e f e r  t o  consume what A consumes and produce the resources necessary to 

acqu i re  A ' S  consumption bundle, given B '  s  a b i l i t i e s .  

Th i s  approach t o  the problem of d i f f e r i n g  a b i l i t i e s  leads us t o  

d isa l low envy of una t t a inab le  s t a t e s .  For example, agent B is  not  

allowed to  envy agent  A ' S  a b i l i t y  to  run swif t ly .  Of more immediate con- 

cern ,  i f  agent  B does n o t  have the  i n t e l l e c t u a l  capaci ty to p a r t i c i p a t e  

i n  h igher  educat ion,  he cannot envy A ' S  higher  education. I f  r e l a t i v e l y  

low academic a b i l i t y  increases  the e f f o r t  required of him to successfu l ly  

continue h i s  schooling, he cannot envy the ease with which A g e t s  a  



co l l ege  education, bu t  he can envy A ' S  education i f  he (B)  i s  w i l l i n g  t o  

make the e f f o r t  b u t  does not  have the r e q u i s i t e  f i n a n c i a l  resources.  

The appropr i a t e  me thodo logy f o r  using f a i r n e s s  theory to  eva lua te  

acces s  t o  h igher  educat ion i s  no t  immediately obvious. F i r s t  of a l l ,  the 

theory desc r ibes  p e r f e c t l y  f a i r  a l l o c a t i o n s ,  bu t  does no t  rank un fa i r  

a l l o c a t i o n s .  I f  we make the  r e a l i s t i c  assumption t h a t  f i n a n c i a l  a i d  

p o l i c i e s  have no t  t o t a l l y  el iminated f i n a n c i a l  c o n s t r a i n t s  to  co l l ege  

a t tendance ,  we r e q u i r e  a  method f o r  eva lua t ing  the degree of unfa i rness  

of  the  e x i s t i n g  a l l o c a t i o n  of higher  education. The most pragmatic solu-  

t i o n  i s  t o  count t he  remaining cases  of envy.10 Accordingly, I d e f i n e  a  

f a i r  po l icy  a s  one which reduces the number of cases  of envy i n  the 

economy .ll 

In  p r a c t i c e ,  I count t he  number of people who would l i k e  t o  consume 

t h e  good i n  question--a co l l ege  education--but a r e  unable t o  because i t  

i s  beyond t h e i r  a b i l i t y  t o  pay, even with p reva i l i ng  f i n a n c i a l  a i d  

programs, which were a t  t h e i r  peak i n  1980. 

The budget c o n s t r a i n t  f o r  ind iv idua l  A de f ines  a  f e a s i b l e  s e t  of com- 

modi t i e s  which inc ludes  a l l  those consump t i o n  bundles whose t o t a l  c o s t  i s  

l e s s  than A ' S  income l e v e l ,  given the  e x i s t i n g  s e t  of p r i ce s .  A l l  

bundles which A could o b t a i n  by making d i f f e r e n t  l abo r - l e i su re  choices  

belong t o  the f e a s i b l e  s e t .  The f e a s i b l e  s e t  includes only those bundles 

which conta in  adequate  q u a n t i t i e s  of n e c e s s i t i e s  such a s  food, c lo th ing ,  

and s h e l t e r .  "Adequate" might be defined wi th  re ference  t o  a  government- 

determined minimum standard of l i v ing .  

Another hurd le  i n  applying f a i r n e s s  theory t o  the eva lua t ion  of a i d  

p o l i c i e s  is t h a t  envy i s  usua l ly  def ined i n  a  genera l  equi l ibr ium con- 

t e x t .  That is ,  A envies  B ' s  e n t i r e  consumption bundle, n o t  any s i n g l e  



i tem i n  it. We a r e  i n t e r e s t e d  only i n  A ' S  p re fe rences  f o r  one commodity 

i n  B '  s consump t i o n  bundle--higher educat ion.  

The f a c t  t h a t  a  s i n g l e  i tem (such a s  h ighe r  educa t ion)  appears  i n  t he  

bundle  B chooses  t o  consume, bu t  n o t  i n  t h e  bundle A chooses t o  consume, 

does  n o t  imply t h a t  A e n v i e s  B. Suppose A and B have d i f f e r e n t  t a s t e s ,  

b u t  f a c e  t h e  same economic c o n s t r a i n t s  and t h e r e f o r e  t h e  same f e a s i b l e  

s e t .  B may choose t o  go t o  c o l l e g e  whi le  A chooses t o  work a s  a  mecha- 

n i c .  A could have gone t o  c o l l e g e  b u t  has  simply made ano the r  choice .  

I n  t h i s  c a se ,  A does  n o t  envy B ,  s i n c e  t h e  i tem i n  ques t i on  is  p a r t  of a  

bundle  of goods which l i e s  w i t h i n  A ' S  f e a s i b l e  s e t .  I n  terms of the 

d i s c u s s i o n  above, t h e  a l l o c a t i o n  i s  wea l th - fa i r .  A necessa ry  cond i t i on  

f o r  A envying B ' S  consumption of X i s  t h a t  a l l  a l l o c a t i o n s  inc lud ing  X 

l i e  o u t s i d e  A ' S  f e a s i b l e  s e t .  

F e a s i b l e  s e t s  a r e  def ined  p r ima r i l y  by i n d i v i d u a l  income and p r i c e s  

which a r e ,  i n  p r i n c i p l e ,  observable .  However, dec id ing  whether a  good 

l i e s  o u t s i d e  t h e  f e a s i b l e  s e t  of any p a r t i c u l a r  i n d i v i d u a l  is troublesome 

because  of  t he  d i f f i c u l t y  of spec i fy ing  t h e  c o n s t r a i n t s  which d e f i n e  t h e  

f e a s i b l e  s e t .  I n  a d d i t i o n  t o  income and observed p r i c e s ,  t h e r e  a r e  

i n d i v i d u a l - s p e c i f i c ,  nonmonetary f a c t o r s  which l i m i t  consumption oppor- 

t u n i t i e s .  These f a c t o r s  may be i n t e r p r e t e d  a s  d i f f e r e n t i a l  p r i c e s  of 

consump t i o n  goods. 

S tandard  models of c o l l e g e  cho ice  use t u i t i o n  and l i v i n g  c o s t s  t o  

r e p r e s e n t  p r i c e .  Th i s  p r i c e  i s  cons t an t  a c r o s s  i nd iv idua l s .  But t he  

c o s t  of a t t e n d i n g  c o l l e g e  i s  h igher  t o  someone who l i v e s  a  hundred mi l e s  

from t h e  n e a r e s t  schoo 1 than t o  someone who l i v e s  f i v e  minutes away. The 

c o s t  is  h ighe r  t o  a  s t u d e n t  w i th  a i l i n g  pa r en t s  f o r  whom he must c a r e ,  o r  

f o r  a  s t u d e n t  w i th  smal l  ch i l d r en .  Most impor tan t  f o r  our  emp i r i c a l  



work, a  s tudent  with r e l a t i v e l y  low a b i l i t y  may need to  expend more time 

and e f f o r t  t o  reap a  given l e v e l  of bene f i t s  from a  higher educat ion than 

a  s tuden t  with r e l a t i v e l y  high a b i l i t y .  This  e x t r a  time w i l l  make higher  

educa t ion  l e s s  a t t r a c t i v e  t o  low-abi l i ty  s tudents  . l2  Because the  r e a l  

p r i c e  of co l l ege  at tendance v a r i e s  ac ros s  i nd iv idua l s ,  we cannot conclude 

t h a t  two people who make d i f f e r e n t  choices about going to  co l l ege  have 

d i f f e r e n t  educa t iona l  a s p i r a t i o n s ,  even i f  they have the same income and 

f a c e  t h e  same observed p r i ce s .  

These nonmonetary r e s t r i c t i o n s  can a l s o  be in t e rp re t ed  a s  time 

c o n s t r a i n t s .  A l l  of the  circumstances l i s t e d  above impose demands on an 

ind iv idua  1' s  time, l i m i t i n g  the time a v a i l a b l e  f o r  the consumption of 

o t h e r  goods, and thus  l i m i t i n g  the  r e l evan t  f e a s i b l e  s e t .  Thus, i n  

de f in ing  envy, i t  is  necessary to  de f ine  c a r e f u l l y  the  f e a s i b l e  s e t .  We 

cons ider  n o t  only nominal budget c o n s t r a i n t s ,  but  a l s o  d i f f e r e n t i a l  

p r i c e s  and time c o n s t r a i n t s .  

I d i s t i n g u i s h  among t h r e e  d i f f e r e n t  types of c o n s t r a i n t s .  F i r s t ,  

some c o n s t r a i n t s  a r e  the  r e s u l t  of human c h a r a c t e r i s t i c s  which a r e  

non t r ans fe rab le  and which make the consumption of the good unat ta inable .  

When the  good i s  una t t a inab le ,  a s  would be the  case f o r  a  s tuden t  who is  

i n t e l l e c t u a l l y  unable t o  complete f u r t h e r  years  of education, envy i s  

disal lowed s i n c e  no government pol icy  can remedy the  s i t u a t i o n .  Second, 

some c o n s t r a i n t s  a r e  t he  r e s u l t  of previous choices  by the  ind iv idua l  

himself .  An ind iv idua l  who i s  cons t ra ined  from purchasing good X because 

s h e  must make l a r g e  loan payments on her Mercedes should no t  be counted 

a s  envying someone e l s e '  s  consumption of X .  The t h i r d  type of c o n s t r a i n t  

does genera te  envy. These c o n s t r a i n t s  a r e  the r e s u l t  of the  economic 

choices  of o the r s ,  ou t s ide  the  con t ro l  of the  person i n  quest ion.  For 



example, t h e  fami l y  income a v a i l a b l e  t o  a  c o l l e g e  s t u d e n t  may cons t r a i n  

h i s  a c c e s s  t o  h i g h e r  educa t ion .  I n  t h e s e  c a s e s ,  we a l low envy, s i n c e  t h e  

s t u d e n t  presumably had no c o n t r o l  o v e r  l a b o r - l e i s u r e  c h o i c e s  c o n t r i b u t i n g  

t o  t h e  fami ly  income l e v e l  and government f i n a n c i a l  a i d  f o r  t h e s e  s t u -  

d e n t s  can  supplement t h e i r  f ami ly  incomes t o  make h i g h e r  e d u c a t i o n  

a v a i l a b l e  t o  them. 

I n  g e n e r a l ,  I d e f i n e  envy f o r  X a s  e x i s t i n g  whenever X l i e s  o u t s i d e  

a n  i n d i v i d u a l '  s budget c o n s t r a i n t .  But t h e r e  i s  no envy when no p o l i c y  

cou ld  p l a c e  X i n s i d e  t h e  budget c o n s t r a i n t  ( a s  would be t h e  c a s e  f o r  

t h o s e  w i t h  v e r y  low academic a b i l i t y )  o r  when X l i e s  o u t s i d e  t h e  budget 

c o n s t r a i n t  because  of p rev ious  cho ices  made by t h e  i n d i v i d u a l .  

I n  moving from a  t h e o r e t i c a l  d e f i n i t i o n  t o  an  e m p i r i c a l  examinat ion 

o f  envy of a c c e s s  t o  h i g h e r  e d u c a t i o n ,  we must a s c e r t a i n  whether c o l l e g e  

i s  i n  A ' S  f e a s i b l e  s e t .  The popula t ion  of high school  g r a d u a t e s  should 

i n  p r i n c i p l e  be  d i v i d e d  i n t o  t h r e e  groups: 

1. Higher  e d u c a t i o n  l i e s  i n  t h e i r  f e a s i b l e  s e t s  and they 
choose t o  e n r o l l .  

2. Higher  e d u c a t i o n  l i e s  i n  t h e i r  f e a s i b l e  s e t s ,  b u t  they 
choose n o t  t o  e n r o l l .  

3. Higher  e d u c a t i o n  l i e s  o u t s i d e  t h e i r  f e a s i b l e  se t s .13  

We cannot  d i r e c t l y  observe each  i n d i v i d u a l ' s  f e a s i b l e  s e t ,  s i n c e  we 

c a n n o t  d i r e c t l y  observe  t h e  nonmonetary f a c t o r s  which play a  p a r t  i n  

d e t e r m i n i n g  t h e  budget  c o n s t r a i n t . 1 4  However, the  group of those  who 

a c t u a l l y  consume t h e  good a r e  c l e a r l y  n o t  e n v i e r s .  The problem becomes 

one of i d e n t i f y i n g  t h e  second and t h i r d  groups.  Among t h o s e  who do n o t  

consume h i g h e r  e d u c a t i o n ,  we need t o  d i s t i n g u i s h  those  who want t o  do s o  

b u t  cannot  from those  who cou ld  do s o  b u t  choose n o t  to .  



Because of the imposs ib i l i t y  of def in ing  indiv idual  u t i l i t y  funct ions  

and of measuring u t i l i t i e s ,  we cannot ac tua l ly  compare the u t i l i t i e s  of 

two a l t e r n a t i v e  consumption bundles fo r  an individual .  An a l t e r n a t i v e  

method of determining preferences is required. 

I r e s o r t  t o  the use of survey data. These data  provide the only 

a v a i l a b l e  information f o r  i den t i fy ing  enviers .  Survey techniques, 

however, a r e  f r augh t  with d i f f i c u l t i e s .  While survey quest ions can be 

employed t o  ask high school s tuden t s  i f  they want to go to  co l lege ,  

i n t e r p r e t i n g  such a  "want" is notor ious ly  d i f f i c u l t .  I f  X i s  a  "good," 

(something y ie ld ing  u t i l i t y ) ,  and i f  X i s  t r u l y  c o s t l e s s ,  then according 

t o  s tandard economic theory, a l l  i nd iv idua l s  "want" more of X. I f  X has 

a  pos i t i ve  cos t ,  the only meaningful d e f i n i t i o n  of "want" from t h i s  

perspec t ive  is  a revealed preference--the a c t u a l  consumption of X ,  given 

i t s  p r i c e  and the i n d i v i d u a l ' s  income. Revealed preferences a r e ,  however, 

inadequate t o  the task  of def in ing  envy in  X ,  s i nce  one of the condit ions 

f o r  envy i s  t h a t  X i s  n o t  a c t u a l l y  consumed. 

Empirical  Analysis  

The High School and Beyond (HSB) survey is  a la rge-sca le  long i tud ina l  

study of high school sophomores and sen io r s  conducted by the National  

Center f o r  Education S t a t i s t i c s  (NCES, 1983). Base-year data  were 

c o l l e c t e d  i n  the sp r ing  of 1980 from approximately 60,000 high school 

s e n i o r s  and sophomores. A t  t h a t  time, information was a l s o  co l l ec t ed  

from a random subsample of parents .  I n  the spr ing  of 1982, follow-up 

d a t a  were co l l ec t ed  from 12,000 of the 1980 seniors .  Pa ren ta l  i n fo r -  

mation is a v a i l a b l e  f o r  1,996 of the seniors .  I base my a n a l y s i s  on t h a t  



subsample. (For a  comprehensive summary of the HSB da t a ,  see Jones ,  

Clarke,  and Mooney, 1983.) 

To i d e n t i f y  members of the three  ca t egor i e s  discussed above, I d i v i d e  

the  s tuden t s  i n t o  th ree  corresponding groups according t o  t h e i r  survey 

responses.  Groups 2 and 3 may a c t u a l l y  include both env ie r s  and nonen- 

v i e r s ,  a s  t h e i r  subdiv is ion  bellow indica tes :  

1. Those who say they want t o  go to  co l lege  and a r e  observed 
l a t e r  t o  do so. 

2. Those who say they don' t want t o  go t o  college.15 

a. Those f o r  whom col lege  i s  i n  t h e i r  f e a s i b l e  s e t s ,  but  
they choose n o t  t o  go. 

b. Those f o r  whom col lege  is  n o t  i n  t h e i r  f e a s i b l e  s e t s .  
Recognizing t h i s ,  they have no t  expressed the  d e s i r e  t o  
go. These a r e  a c t u a l l y  enviers .  

3. Those who say they want t o  go t o  co l lege ,  but  do no t  do 
S 0. 

a .  Those who l a t e r  considered the cos t s  and b e n e f i t s  of 
co l lege  and chose no t  to  a t tend .  

b. Those who found t h a t  co l lege  was no t  i n  t h e i r  f e a s i b l e  
s e t s .  These a r e  enviers .  

There a r e  a  number of ques t ions  on the survey which provide in fo r -  

mation about  s tuden t s '  co l l ege  a sp i r a t ions .  We def ine  a  high school s t u -  

d e n t  a s  "wanting to  go t o  college' '  i f  they (1 )  i n d i c a t e  t h a t  they want to  

go t o  co l lege  wi th in  the next  two years;  and (2)  say they w i l l  be disap-  

pointed i f  they do n o t  graduate  from college.16 Using follow-up da ta  

c o l l e c t e d  21 months l a t e r ,  we observe whether each s tuden t  has at tended a  

two- o r  four-year  co l l ege  a f t e r  graduat ing from high school. 

Recognizing the  d i f f i c u l t y  of i n t e r p r e t i n g  these  survey responses,  I 

use  them t o  d iv ide  the  sample i n t o  groups 1, 2 and 3 above. For example, 



i f  the ind iv idua l s  wanted to  go to co l lege  but  have n o t  done so,  they a r e  

counted a s  p o t e n t i a l  enviers .  On the  b a s i s  of t h i s  c l a s s i f i c a t i o n ,  263 

o f  the  1996 indiv iduals  i n  our sample, or  13 percent ,  a r e  p o t e n t i a l  

enviers .  

But the  survey da ta  cannot help us t o  d i s t i n g u i s h  between 2a and 2b, 

o r  between 3a and 3b. I the re fo re  begin with the assumption t h a t  a l l  

those i n  group 3 ,  who say they want to  go t o  co l lege  but  don ' t ,  a r e  

env ie r s ,  and t h a t  they a r e  the  only enviers.  A l l  those i n  group 2 ,  who 

say they don ' t  want t o  go, a r e  assumed t o  have chosen not  to continue 

t h e i r  educat ions,  and thus no t  t o  be enviers .  Bas i ca l ly ,  I use the sur- 

vey ques t ions  t o  e l imina te  those who could go to  co l lege  but  have chosen 

n o t  t o  a t t e n d  (group 2a).  The ex ten t  t o  which our count of enviers  is 

inaccura t e  because of the  ex is tence  of enviers  i n  group 2b and nonenviers 

i n  group 3a w i l l  become evident  through the ana lys i s  of the charac- 

t e r i s t i c s  of these ind iv idua l s  below. 

Table 5 conta ins  desc r ip t ive  s t a t i s t i c s  f o r  the f u l l  sample of 11,227 

s tuden t s  i n  the  1982 follow-up survey a s  well  a s  f o r  our sample of 1996 

s  tudents ,  whose records conta in  information on pa ren t s '  c h a r a c t e r i s t i c s .  

Our d e f i n i t i o n  of envy was applied only to these 1996 records.  Table 5 

breaks t h i s  group down i n t o  i t s  components of 2623 enviers  and 1733 

nonenviers.  1 7  

Columns (3 )  and (4)  show t h a t  there  a r e  s i g n i f i c a n t  d i f f e rences  be- 

tween env ie r s  and nonenviers. Whereas 15.6 percent  of the enviers  were 

married i n  1982, only 6.6 percent  of the nonenviers were married. About 

16 percent  of the  env ie r s ,  bu t  only 9.4 percent  of the nonenviers,  were 



Table 5 

Descr ip t ive  S t a t i s t i c s  f o r  Enviers and Nonenviers 

A l l  Respon- 
dents  with 

F u l l  Parenta 1 
Sample Inf orma t i o n  Enviers Nonenviers 

(1 )  (2 )  (3 )  (4)  

Sample s i z e  

Married ( 1982) 
Yes 
No 

Dependents 
None 
Some 

Pa ren ta l  income 
q u a r t i l e  

Lowest 
Second 
Third 
Highest  

Rural  Residence 
Yes 
No 

Race 
Whi t e  
Nonwhite 

Sex 
Ma 1 e 
Female 

I n  armed fo rces  
Yes 
No 

A b i l i t y  q u a r t i l e  
Lowest 
Second 
Third 
Highest  

Source: High School and Beyond data;  computation by the author.  

Notes: To ta l s  may n o t  add to 100% because some indiv iduals  did no t  
answer a l l  quest ions and were coded a s  missing. The sample 

does n o t  break i n t o  four  groups of 25% each because of 
bunching of scores a t  q u i n t i l e  l imi t s .  



support ing dependents. Only about 18 percent  of the enviers  had parenta l  

income i n  the  h ighes t  q u a r t i l e ,  compared to  26.3 percent  of the nonen- 

v i e r s .  Almost 32 percent  of the env ie r s  were i n  the lowest pa ren ta l  

income q u a r t i l e ,  compared to  23.2 percent  of the nonenviers. The enviers  

were more l i k e l y  to l i v e  i n  a  r u r a l  o r  farming community (16.7 percent  as  

opposed t o  12.7 percent  f o r  nonenviers) ,  more l i k e l y  to  be nonwhite (30.8 

percent  versus  21.5 pe rcen t ) ,  and more l i k e l y  to be female (60.1 percent  

ve r sus  56.4 percent ) .  The a b i l i t y  t e s t  administered t o  a l l  respondents 

a s  p a r t  of the  HSB survey indica ted  t h a t  14.4 percent  of the enviers  were 

i n  the h ighes t  a b i l i t y  q u a r t i l e ,  while 34.6 percent  were i n  the lowest.18 

By c o n t r a s t ,  31.3 percent  of the nonenviers were i n  the h ighes t  a b i l i t y  

q u a r t i l e  and 22.3 percent  were i n  the lowest. 

As discussed above, I have no t  counted a s  enviers  those s tudents  who 

express  no des i r e  to  acqui re  a  co l lege  education. I f  some of these s tu -  

den t s  have f a i l e d  t o  express a  d e s i r e  t o  continue t h e i r  educat ions 

because they recognize t h a t  t h i s  opt ion i s  outs ide  t h e i r  f e a s i b l e  s e t s  

(groups 2b) ,  they should, i n  p r inc ip l e ,  be counted a s  enviers .  To ge t  a  

sense  of how l a rge  t h i s  group might be, I analyze a  desc r ip t ive  

r eg res s ion  i n  which the dependent va r i ab le  takes the value 1 i f  a  s tudent  

expresses  a  d e s i r e  t o  go to  co l lege  and 0 i f  he does not.  I f  low asp i r a -  

t i o n s  of those i n  group 2 a r e  the r e s u l t  of i n t e rna l i zed  c o n s t r a i n t s ,  we 

would expect  low incomes, r u r a l  loca t ions ,  and o the r  va r i ab le s  increas ing  

t h e  p r i c e  of a  co l lege  educat ion t o  be s i g n i f i c a n t  determinants of 

nonaspirat ion.  As indica ted  i n  column (1)  of Table 6 ,  however, these 

v a r i a b l e s  a r e  n o t  important determinants of a sp i r a t ions .  Measured abi-  

l i t y  l e v e l  e x e r t s  a  s t ronger  inf luence  on the expression of a s p i r a t i o n s  

than any o the r  v a r i a b l e  tes ted .  



Parents '  educat ional  l eve l s  a r e  pos i t i ve ly  co r re l a t ed  with a sp i r a -  

t i o n s ,  and o the r  family background va r i ab le s  a r e  a l s o  s i g n i f i c a n t  i n  

a s p i r a t i o n  formation. But family income is no t  s ign i f i can t .  I conclude 

t h a t  f i n a n c i a l  l i m i t a t i o n s  do n o t  appear to  i n £  luence whether o r  no t  s tu -  

den t s  express  a  d e s i r e  t o  continue t h e i r  educations. These a r e  important 

f  indings , s ince  they sugges t t h a t  the s t ronges t  f a c t o r  determining 

co l l ege  a s p i r a t i o n s  i s  low measured academic a b i l i t y ,  r a t h e r  than i n t e r -  

na l i zed  constraints .19 That is, group 2b, and therefore  our under- 

counting of enviers ,  i s  l i ke ly  to be small. 

We have noted t h a t  we may, on the o the r  hand, have overcounted 

e n v i e r s ,  s ince  some of those counted a s  p o t e n t i a l  enviers  may a c t u a l l y  

have chosen n o t  to a t tend .  To g e t  a  sense of how large  t h i s  group is ,  

us ing  the  sample of co l lege  a s p i r a n t s  I analyze a  desc r ip t ive  regress ion  

i n  which the dependent v a r i a b l e  takes the value 1 i f  a  s tudent  i s  a  

p o t e n t i a l  env ie r  and 0 i f  he i s  not. I f  f a c t o r s  such a s  pa ren ta l  income 

and r u r a l  residence a r e  the most important determinants of envy, as  

suggested by the simple comparisons of means i n  Table 5 ,  then I w i l l  

conclude t h a t  group 3a i s  small,  and most of the p o t e n t i a l  env ie r s  were 

a c t u a l l y  constrained from a t t end ing  col lege.  On the o ther  hand, i f  

measured a b i l i t y  is  a  s t rong f a c t o r  determining which of those expressing 

t h e  d e s i r e  to  continue t h e i r  educat ions end up a s  enviers  and which end 

up going to  co l lege ,  I w i l l  conclude t h a t  I have, i n  f a c t ,  overcounted 

enviers .  That i s ,  many s tudents  who thought they wanted to continue t h e i r  

educat ions  chose n o t  t o  a t t end  col lege  when they a c t u a l l y  weighed a l l  the 

c o s t s  and b e n e f i t s ,  and group 3a i s  la rge  r e l a t i v e  to  group 3b. 

Column (2)  of Table 6 p re sen t s  the r e s u l t s .  Measured a b i l i t y  c a r r i e s  

a  s i g n i f i c a n t l y  higher  weight than any o ther  va r i ab le ,  and i s ,  in  f a c t ,  



Table  6 

Determinants  of Asp i ra t ions  f o r  Higher 
Educat ion and Envy 

C o e f f i c i e n t  Es t imates  
( t- s t a t i s t i c s  i n  pa r en the se s )  

Independent  Asp i r a t i ons  Envy 
V a r i a b l e s  ( 1  ( 2 )  

A b i l i t y  q u a r t i l e  
( 1= lowes t )  

p a r e n t s *  income 
( thousands of do1 l a r s )  0.015 (0.0) -0.184 (0.9) 

~a t h e r  * s educa t ion  
( some co 1 lege-1 ) 

 other' s educa t ion  
(some c o l l e g e = l )  

Rura 1 high school -0.028 (1.2) 0.042 (1.6) 

Northern high school -0.007 (0.0) 0.050 (1.7) 

Western high school -0.030 (1.0) 0.033 (1.1) 

Eas t e rn  high school 0.023 (0.8) 0.052 (1.7) 

Jewish 0.114 (1.7) 0.014 (0.2) 

Ca tho l i c  0.054 (2.9) 0.004 (0.2) 

Race (whi t e = l )  -0.077 (2.7) -0.015 (0.5) 

Sex (male-1) -0.057 (2.8) 0.016 (0.7) 

Number of voca t i ona l  
educa t i on  courses  -0.011 (2.1) 0.010 (1.9) 

Constant  0.418 0.465 

Sample s i z e  1,996 1,310 

Mean of dependent v a r i a b l e  0.66 0.20 

R-squared 0.13 0.11 

Source: See Table  5. 



t h e  only s t a t i s t i c a l l y  s i g n i f i c a n t  v a r i a b l e .  Ne i t he r  fami ly  income no r  

r u r a l  r e s i dence  i s  s i g n i f i c a n t  i n  determining which s t u d e n t s  who express  

e d u c a t i o n a l  a s p i r a t i o n s  a c t u a l l y  a t t e n d  co l l ege .  

These r e s u l t s  l ead  t o  t h e  conc lus ion  t h a t  very l i t t l e  envy a c t u a l l y  

e x i s t s  i n  a cce s s  t o  h igher  educa t ion .  Many of t he  s t u d e n t s  who do n o t  

a t t e n d  c o l l e g e  ( i n c l u d i n g  t hose  who s a i d  they  wanted t o  go t o  c o l l e g e )  

have made t h e i r  d e c i s i o n s  because low academic a b i l i t y  makes t he  b e n e f i t  

o f  a  c o l l e g e  educa t ion  l e s s  than t he  c o s t s .  Th i s  conc lus ion  does  no t  

assume t h a t  t he se  i n d i v i d u a l s  a r e  i ncapab l e  of con t i nu ing  t h e i r  educa- 

t i o n s  o r  t h a t  they would n e c e s s a r i l y  expend g r e a t e r  e f f o r t  i n  school  i f  

they a t t e n d e d  than  do t h e i r  pee r s  wi th  h igher  l e v e l s  of academic prepara-  

t i o n .  They would, however, have t o  e x e r t  themselves more i n  o rde r  t o  

a t t a i n  any given l e v e l  of achievement i n  a  p a r t i c u l a r  program r e q u i r i n g  

academic s k i l l s .  

Yet  i f  envy of a c c e s s  t o  h ighe r  educa t ion  i s  n o t ,  accord ing  to  our 

d e f i n i t i o n ,  a  widespread phenomenon, i t  is important  t o  no t e  t h a t  even i n  

1980, a t  t h e  peak of f e d e r a l  funding f o r  f i n a n c i a l  a i d  programs, a t t e n -  

dance r a t e s  v a r i e d  cons ide r ab ly  by income. Only 46 pe r cen t  of 1980 h igh  

s choo l  g r adua t e s  from f a m i l i e s  w i th  incomes below $12,000 con t inued  t h e i r  

e d u c a t i o n s ,  compared t o  60  pe r cen t  of those  with  fami ly  incomes of 

$20,000 o r  more ( s e e  Tab l e  7 ) .  The discrepancy appears  g r e a t e r  when the  

popu l a t i on  i s  d iv ided  i n t o  socioeconomic s t a t u s  q u a r t i l e s .  The d i f -  

f e r e n c e  i s  t h a t  p a r e n t a l  educa t i on  and occupat ion,  i n  a d d i t i o n  t o  income, 

e n t e r  i n t o  SES. 84.3 p e r c e n t  of the  h i g h e s t  q u a r t i l e  and only 38 pe r cen t  

o f  t h e  lowes t  a t t e n d e d  co l l ege .  However, c o n s i s t e n t  w i th  t he  r e s u l t s  

o b t a i n e d  above, a  s i g n i f i c a n t  p a r t  of t h i s  d i f f e r e n c e  can be exp la ined  by 



T a b l e  7 

C o l l e g e  A t  tendance R a t e s  by Income, Socioeconomic 
S t a t u s ,  and Measured Academic A b i l i t y  

Pe rcen tage  w i t h  Some 
Pos t secondary  Educat ion 

P a r e n t a l  income 

L e s s  than  $12,000 
$12,000-19,999 
$20,000 o r  more 

Socioeconomic s t a t u s  a u a r  t i l e  

Lowest 
Second 
T h i r d  
H i g h e s t  

A b i l i t y  q u a r t i l e  

Lowest 
Second 
T h i r d  
H i g h e s t  

Source:  High School  and Beyond Data ,  computat ions  by 
t h e  a u t h o r .  



d i f f e r e n c e s  i n  measured a b i l i t y .  Table  8  shows t h a t  among those  i n  the  

h i g h e s t  a b i l i t y  q u a r t i l e ,  about  76 pe r cen t  of those  w i th  incomes below 

$12,000 and 88 p e r c e n t  of those  w i th  incomes above $20,000 a t t ended  

c o l l e g e .  For  t h e  lowest  a b i l i t y  q u a r t i l e ,  t he  f i g u r e s  were 31 pe r cen t  

and 34 p e r c e n t  r e spec t i ve ly .  Th is  sugges t s  t h a t  most s t u d e n t s  w i th  low 

measured academic a b i l i t y  choose n o t  t o  a t t e n d  c o l l e g e  even i f  they can 

a f f o r d  i t .  I t  is i n t e r e s t i n g  t o  n o t e ,  however, t h a t  t h i s  r e s u l t  i s  

weaker when low a b i l i t y  s t u d e n t s  a r e  broken down by SES i n s t e a d  of 

income. Over 50  p e r c e n t  of t he  h ighes  t-SES/ low-ab i l i  t y  s t u d e n t s  went t o  

c o l l e g e .  Again, t h e  i m p l i c a t i o n  i s  t h a t  nonmonetary family  background 

v a r i a b l e s  a r e  t h e  most s i g n i f i c a n t  f a c t o r s  c o n t r i b u t i n g  t o  t h e s e  d i f -  

f  e r e n t i a l  r a t e s .  

The p o t e n t i a l  f o r  f e d e r a l  a i d  t o  reduce t h e  d i f f e r e n t i a l  i n  c o l l e g e  

a t t e n d a n c e  r a t e s  among income c l a s s e s  r e s t s  on i t s  a b i l i t y  t o  reduce t he  

p r i c e  of h ighe r  educat ion.  Bishop (1977) found t h a t  t h e  p r i c e  e l a s t i c i t y  

o f  demand was lowest  f o r  those  w i th  very low o r  very high a b i l i t y  

rank ings .  Th i s  i s  c o n s i s t e n t  w i t h  our judgment t h a t  those  w i th  extremely 

low a b i l i t y  a r e  n o t  e n v i e r s ,  and would n o t  change t h e i r  behavior  i n  

r e sponse  t o  smal l  increments  i n  f i n a n c i a l  a i d .  I t  i s  a l s o  c o n s i s t e n t  

w i t h  t h e  obse rva t i on  t h a t  most h i g h - a b i l i t y  s t u d e n t s  a l r e ady  a t t e n d  

c o l l e g e .  

Recent  Changes 

Although t o t a l  r e a l  f i n a n c i a l  a i d  f e l l  only  3  p e r c e n t  between 1980-81 

and 1985-86, s e v e r a l  f a c t o r s  combine t o  c r e a t e  t he  p o s s i b i l i t y  t h a t  t he  

number of  e n v i e r s  may have i nc r ea sed  s i g n i f i c a n t l y  i n  the  1980s. These 

i n c l u d e  changes i n  t h e  r e l a t i v e  weights  of  government a s  opposed t o  



Table  8 

Col lege  Attendance Ra tes  f o r  Income/Abi l i ty  
and SES/Abi l i ty  Groups 

A b i l i t y  Q u a r t i l e  
Lowest Second Third  Highes t  

Attendance R a t e s  by Income/Abi l i ty  Groups 

Income : 

Less  than $7000 31.1% 50.2% 50.6% 
7000-11,999 3 1.6 36.1 59 .O 

12,000-15,999 28.5 40.5 48.1 
16,000-19,999 25.7 42.7 58.9 
20,000-24,999 31.0 48.2 68.4 
25,000-37,999 36.5 60 .O 75.1 
38,000 o r  more 33.8 67 .O 82.0 

A t  tendance Ra tes  by SES/Abi l i ty  Groups 

S ES Ouar ti l e  : 

Lowest 
Second 
T h i r d  
H i g h e s t  

Source:  High School  and Beyond Data,  computations by 
t h e  au thor .  



i n s t i t u t i o n a l l y  awarded a i d ;  changes i n  the  average va lue  of awards t o  

low-income s tuden t s ;  changes i n  t h e  g r a n t / l o a n  r a t i o  i n  t h e  t o t a l  a i d  

package; and changes i n  a i d  a s  a  percentage of c o l l e g e  c o s t s  and c o l l e g e  

c o s t s  a s  a  percen tage  of income. 

Tab l e  9  shows changes i n  nominal and r e a l  a i d  l e v e l s  under i n d i v i d u a l  

programs from 1980 t o  1985. T o t a l  r e a l  f e d e r a l  a i d  f e l l  10 pe r cen t  over  

t h i s  pe r i od ,  wh i l e  s t a t e  a i d  inc reased  35 pe r cen t  and i n s t i t u t i o n a l l y  

awarded a i d  r o s e  26 percen t .  A s  a  r e s u l t ,  i n s t i t u t i o n a l  a i d  r o s e  from 

12.5 p e r c e n t  t o  16.3 p e r c e n t  of t o t a l  s t u d e n t  a i d .  I n s t i t u t i o n a l  a i d  i s  

d i s t r i b u t e d  a t  t h e  d i s c r e t i o n  of t he  i n d i v i d u a l  f i n a n c i a l  a i d  o f f i c e r  and 

i s  more l i k e l y  t o  be in£  luenced by academic m e r i t ,  a t h l e t i c  a b i l i t i e s ,  

r a c e  and o t h e r  non-need c h a r a c t e r i s t i c s  than i s  government a i d .  I t  i s  

r ea sonab l e  t o  assume t h a t  a  lower p ropo r t i on  of f i n a n c i a l  a i d  goes  t o  

low-income s t u d e n t s  a s  t h e  f e d e r a l  c o n t r i b u t i o n  t o  t h e  a i d  package dimi- 

n i she s .  

On t h e  o t h e r  hand, because of t h e  r e p e a l  of many p rov i s i ons  of MISAA, 

f e d e r a l  funding--which i s  s t i l l  77  p e r c e n t  of t o t a l  a id - -has  become more 

focused  on low-income s t u d e n t s  ( s e e  Table  3 ) .  Of P e l 1  Grant  funds ,  81.5 

p e r c e n t  went t o  s t u d e n t s  w i th  incomes below $15,000 i n  1983-84, compared 

t o  59.8 p e r c e n t  i n  1979-80. For campus-based programs (SEOG, CWS, NDSL) 

t h e  change was s m a l l e r - - r i s i n g  on ly  from 33.0 p e r c e n t  t o  34.8 percen t .  

Comparable d a t a  a r e  n o t  a v a i l a b l e  f o r  GSLs, b u t  the  impos i t ion  of needs- 

t e s t i n g  f o r  t hose  w i t h  incomes above $30,000 h a s  presumably caused 

funding  f o r  t h i s  program t o  be more concen t ra ted  on low-income 

s tudents.20 

Although low-income s t u d e n t s  a r e  g e t t i n g  a  l a r g e r  s h a r e  of f e d e r a l  

funds i n  t h e  1980s,  t h e  pool  has  been sh r i nk ing  r a p i d l y  enough t o  reduce 



Table  9 

Changes i n  Ava i l ab l e  Aid, 1980-85 

Program 
% Change 

Nominal Real  

S EOG + 8.20 -14.71 

SSIG 0.00 -21.18 

NDS L +21.01 - 4.39 

GSL & PLUS +51.77 +19.81 

S o c i a l  S e c u r i t y  - 100.00 - 100 .OO 

Ve te rans  -56.48 -65.67 

Other  g r a n t s  -59.66 -68.18 

Other  loans  +306.56 +220.59 

T o t a l  f e d e r a l  +14.46 - 9 . 6 4  

S t a t e  g r a n t s  +7 1.54 +35.39 

I n s t i t .  a i d  +60.24 +26.48 

TOTAL +22.85 - 3.02 

Source: Col lege Entrance Examination 
Board (1986a). 



t h e i r  r e a l  b e n e f i t s ,  even w i t h o u t  a d j u s t i n g  f o r  t h e  i n c r e a s e  i n  c o l l e g e  

c o s t s .  Between 1979-80 and 1983-84, average  P e l 1  awards f o r  s t u d e n t s  

w i t h  incomes below $15,000 f e l l  from $1281 t o  $1096 i n  1984 d o l l a r s .  

Average b e n e f i t s  under campus-based programs f o r  dependent undergradua tes  

i n  t h i s  group f e l l  from $781 i n  1979-80 t o  $733 i n  1982-83 ( s e e  Table  3 ) .  

Another  f a c t o r  which may have a d v e r s e l y  a f f e c t e d  low-income 

e n r o l l m e n t s  i n  t h e  1980s i s  t h e  r a p i d  i n c r e a s e  i n  t h e  l o a n I g r a n t  r a t i o .  

While l o a n s  c o n s t i t u t e d  40.7 p e r c e n t  of a i d  i n  1980-81, and g r a n t s  were 

55.5 p e r c e n t  (work a i d  was 3.9 ~ e r c e n t ) ,  by 1985-86 t h e  s h a r e  of loans  

had i n c r e a s e d  t o  5 0  p e r c e n t  and g r a n t s  were only  46.7 p e r c e n t  ( s e e  Table  

1 0 ) .  T h i s  change may be p a r t i c u l a r l y  s i g n i f i c a n t  f o r  s t u d e n t s  from low- 

income f a m i l i e s ,  who tend t o  be most r e l u c t a n t  t o  i n c u r  debt .  

F i n a l l y ,  a i d  p e r  s t u d e n t  has  d e c l i n e d  i n  t h e  1980s,  even before  

a d j u s t i n g  f o r  i n £  l a t i o n .  Aid per  f u l l -  t ime e q u i v a l e n t  s t u d e n t  was $1983 

i n  1980-81 and had f a l l e n  t o  $1778 by 1983-84. T h i s  c o n s t i t u t e d  a  23 

p e r c e n t  r e a l  d e c l i n e  (from $2210 t o  $1693 i n  1982 d o l l a r s )  ( G i l l e s p i e  and 

C a r l s o n ,  1983, p. 20) .  A t  t h e  same time, c o l l e g e  c o s t s  have r i s e n  r e l a -  

t i v e  t o  median fami ly  income i n  t h e  1980s. The g r e a t e s t  i n c r e a s e  is f o r  

p r i v a t e  u n i v e r s i t i e s ,  where c o s t  a s  a  pe rcen tage  of median fami ly  income 

h a s  gone from 31.2 p e r c e n t  t o  38.7 p e r c e n t ,  and f o r  p r i v a t e  c o l l e g e s ,  

where i t  h a s  r i s e n  from 25.0 p e r c e n t  t o  29.6 pe rcen t .  For p u b l i c  univer-  

s i  t i e s ,  c o l l e g e s ,  and two-year i n s t i t u t i o n s  t h e  r a t i o s  have i n c r e a s e d  

more s lowly ,  from 12.9 p e r c e n t  t o  14.7 p e r c e n t ,  from 11.5 p e r c e n t  t o  13.3 

p e r c e n t ,  and from 9.6 p e r c e n t  t o  10.6 p e r c e n t ,  r e s p e c t i v e l y  (Col lege  

Board,  1986a,  p. 11) .  S i n c e  low-income s t u d e n t s  a r e  c o n c e n t r a t e d  i n  two- 

y e a r  p u b l i c  i n s t i t u t i o n s ,  t h i s  change may have had more impact on cho ice  

o f  i n s t i t u t i o n s  than on a c c e s s  t o  t h e  e d u c a t i o n a l  s y s  tem. 



Table 10 

Composition of Total Aid, 
1980-81 and 1985-86 

Grants Loans Work 

Source: College Entrance 
Examination Board (1986a). 



Given t h e s e  changes i n  a i d  packages,  i t  i s  q u i t e  l i k e l y  t h a t  t h e r e  

a r e  now more e n v i e r s  than t h e r e  were among 1980 h igh  school  g radua tes .  

T h a t  i s ,  more members of t h e  h igh  school  c l a s s e s  g r a d u a t i n g  i n  the  

mid-1980s than  of t h e  h i g h  school  c l a s s  of 1980 have probably  been 

c o n s t r a i n e d  by f i n a n c i a l  c o n s i d e r a t i o n s  from c o n t i n u i n g  t h e i r  educa t ions .  

Given t h e  a p p a r e n t  r o l e  of low l e v e l s  of measured a b i l i t y  o r  academic 

p r e p a r a t i o n  i n  d e t e r r i n g  h igh  school  g r a d u a t e s  from c o n t i n u i n g  t h e i r  edu- 

c a t i o n s ,  i t  would be u s e f u l  t o  know how changes i n  secondary educa t ion  

have a f  f  e c t e d  t h e  d i s t r i b u t i o n  of low scores .  Genera l  economic t r e n d s ,  

changes  i n  s t a n d a r d s  of postsecondary i n s t i t u t i o n s ,  and m o d i f i c a t i o n s  i n  

f i n a n c i a l  a i d  programs may a l s o  have a f f e c t e d  a t t e n d a n c e  p a t t e r n s  among 

l e s s  we l l -p repared  s t u d e n t s .  I n q u i r y  i n t o  t h e s e  i s s u e s  i s  l e f t  t o  f u t u r e  

r e s e a r c h .  

111. COLLEGE CHOICE AND PERSISTENCE 

The a n a l y s i s  of t h e  p reced ing  s e c t i o n  s u g g e s t s  t h a t  t h e r e  a r e  n o t  

many high-school  g r a d u a t e s  who a r e  f i n a n c i a l l y  unable  t o  e n t e r  some 

i n s t i t u t i o n  of h i g h e r  l e a r n i n g  i f  they so  d e s i r e ,  a l t h o u g h  the  r e c e n t  

d e c l i n e  i n  f e d e r a l  a i d  may have i n c r e a s e d  t h i s  popula t ion  somewhat. Even 

i f  we a c c e p t  t h a t  f i n a n c i a l  a i d  p o l i c i e s ,  combined w i t h  o t h e r  f o r c e s  

which have i n c r e a s e d  c o l l e g e  a t  tendance over  t h e  l a s t  twenty y e a r s ,  now 

a s s u r e  a c c e s s  t o  h i g h e r  e d u c a t i o n ,  we cannot  n e c e s s a r i l y  conclude t h a t  

t h e  e q u a l  o p p o r t u n i t y  g o a l s  a r e  being achieved.  I f  low-income s t u d e n t s  

a r e  c o n c e n t r a t e d  i n  two-year c o l l e g e s  w i t h  r e  l a  t i v e l y  low academic 

s t a n d i n g  o r  i f  they a r e  very l i k e l y  t o  drop o u t  of c o l l e g e  b e f o r e  



r e c e i v i n g  degrees ,  p rov id ing  a c c e s s  may n o t  be s i g n i f i c a n t l y  i n c r e a s i n g  

long-run economic o p p o r t u n i t i e s  f o r  many of t h e s e  s t u d e n t s .  

Thorough a n a l y s i s  of t h e s e  i s s u e s  r e q u i r e s  r e l i a b l e  in format ion  on 

which s t u d e n t s  a c t u a  l l y  c o n t i n u e  t h e i r  e d u c a t i o n s  because of t h e  a v a i l a -  

b i l i t y  o f  a i d .  For  t h i s  p o p u l a t i o n ,  d a t a  a r e  needed on t y p e s  of schoo ls  

a t t e n d e d  and p e r s i s t e n c e  r a t e s .  I n  a d d i t i o n ,  t h e  payoff r a t e s  f o r  

v a r y i n g  l e n g t h s  of s t u d y  a t  t h e  v a r i o u s  types  of i n s t i t u t i o n s  must be 

c a l c u l a t e d .  Such in -dep th  a n a l y s i s  i s  beyond t h e  scope of the  p r e s e n t  

s tudy . 
I t  i s  p o s s i b l e ,  however, t o  g e t  a  g e n e r a l  i d e a  abou t  t h e  p o t e n t i a l  

i n f l u e n c e  of cho ice  and p e r s i s t e n c e  on the  e f f e c t i v e n e s s  o f  a i d  p o l i c i e s  

i n  ach iev ing  t h e i r  long-run g o a l s .  To do t h i s ,  I examine a t t e n d a n c e  p a t -  

t e r n s  and d ropout  r a t e s  f o r  t h e  HSB sample of 1980 high school  gra-  

dua t e s .  

While a  f i n e r  d i v i s i o n  of i n s t i t u t i o n s  would be r e q u i r e d  f o r  a  

d e t a i l e d  s t u d y  o f  c o l l e g e  c h o i c e ,  t h e  d i v i s i o n  of postsecondary s c h o o l s  

i n t o  f o u r - y e a r  and two-year c a t e g o r i e s  p rov ides  a  f i r s t  s t e p  towards 

de te rmin ing  t h e  t y p e s  o f  s c h o o l s  a t t e n d e d  by d i f f e r e n t  subgroups of the  

s t u d e n t  popula t ion .  I n  g e n e r a l ,  f o u r - y e a r  s c h o o l s  a r e  more s e l e c t i v e  and 

more academica l ly  o r i e n t e d  than a r e  two-year schoo ls .  Obviously,  they 

a l s o  c o n f e r  h i g h e r - l e v e l  d e g r e e s ,  a 1  though g r a d u a t e s  of two-year s c h o o l s  

f r e q u e n t l y  t r a n s f e r  i n t o  four -year  co 1 leges  t o  e a r n  bache lor '  s degrees .  

The s t a n d a r d  wisdom i s  t h a t  lower-income s t u d e n t s  a r e  more l i k e l y  t o  

a t t e n d  two-year i n s  ti t u t i o n s ,  w h i l e  higher-income s t u d e n t s  a r e  more con- 

c e n t r a t e d  i n  four -year  c o l l e g e s .  I n  f a c t ,  i n  t h e  HSB sample, t h i s  p a t -  

t e r n  emerges c l e a r l y  only among s t u d e n t s  i n  t h e  lowest  measured a b i l i t y  



q u a r t i l e ,  where 28-29 p e r c e n t  of those  from f a m i l i e s  w i t h  incomes below 

t h e  median a t t e n d  four -year  i n s t i t u t i o n s ,  compared w i t h  a b o u t  36 p e r c e n t  

o f  t h o s e  from h i g h e r  income f a m i l i e s  ( s e e  Tab le  1 1 ) .  A t  a l l  income 

l e v e l s ,  h i g h e r - a b i l i t y  s t u d e n t s  a r e  more l i k e l y  t o  a t t e n d  f o u r - y e a r  

s c h o o l s .  T h i s  i s  a t  l e a s t  a s  true--and i n  some c a s e s  more t r u e - - f o r  low- 

income s t u d e n t s .  Tha t  i s ,  t h e  type of schoo l  a t t e n d e d  i s  more c l o s e l y  

r e l a t e d  t o  measured academic a b i l i t y  than t o  income. These d a t a  s u g g e s t  

t h a t  among h i g h  s c h o o l  g r a d u a t e s  who do go t o  c o l l e g e ,  f i n a n c i a l  l i m i t a -  

t i o n s  do n o t  l i m i t  c h o i c e s  t o  two-year s c h o o l s  f o r  many s t u d e n t s .  Low 

a b i l i t y  o r  poor academic p r e p a r a t i o n ,  i n  c o n t r a s t ,  does a p p a r e n t l y  d ic -  

t a t e  a t t e n d a n c e  a t  two-year s c h o o l s  f o r  many young people.21 

The d i f f e r e n c e s  i n  t h e  r e s u l t s  when s t u d e n t s  a r e  broken down by SES 

i n s t e a d  of income a r e  compat ib le  w i t h  t h e  d i s t i n c t i o n  found between t h e  

r o l e s  of income and SES i n  t h e  p reced ing  s e c t i o n  o f  t h i s  s tudy .  A t  a l l  

a b i l i t y  l e v e l s ,  s t u d e n t s  from h i g h e r  SES q u a r t i l e s  a r e  more l i k e l y  than 

t h o s e  from lower SES q u a r t i l e s  t o  go t o  four -year  i n s t i t u t i o n s .  Within 

e a c h  SES group,  a t t e n d a n c e  a t  four -year  s c h o o l s  a g a i n  i n c r e a s e s  w i t h  a b i -  

l i t y .  A s  i n  t h e  c o l l e g e  a t t e n d a n c e  r e s u l t s  d i scussed  above,  f ami ly  

background and academic a b i l i t y  seem t o  p l a y  a  g r e a t e r  r o l e  than f i n a n c e s  

i n  de te rmin ing  t h e  type of i n s t i t u t i o n  a t t e n d e d .  

T h i s  f i n d i n g  s u g g e s t s  t h a t  s t u d e n t s  w i t h  t h e  a b i l i t y ,  p r e p a r a t i o n ,  

and e d u c a t i o n a l  a s p i r a t i o n s  t o  a t t e n d  four -year  i n s  ti t u t i o n s  w i l l  do s o  

even i f  they come from low-income f a m i l i e s  and a r e  dependent on f i n a n c i a l  

a i d  t o  c o n t i n u e  t h e i r  educa t ions .  T h i s  l i m i t e d  ev idence  does  n o t  s u p p o r t  

t h e  n o t i o n  t h a t  a id- induced s t u d e n t s  a t t e n d  lower -qua l i ty  s c h o o l s  and a r e  

t h u s  l i k e l y  t o  r e a p  minimal b e n e f i t s  from t h e i r  pos t secondary  

educa t ions.22 



T a b l e  11 

P e r c e n t a g e  of F a l l  1980 Col lege  E n t r a n t s  At tend ing  
Four-Year I n s t i t u t i o n s ,  by Income/Abi l i ty  Groups 

and Socioeconomic-Status/Ability Groups 

Income L e v e l  
A b i l i t y  L e s s  than $12,000 $20,000 o r  
Q u a r t i  l e  $12,000 $19,999 more 

Lowest 27.9% 29.1% 36.3% 

Second 45.4 34.0 33.6 

T h i r d  45 .O 44.5 48.3 

H i g h e s t  63.0 60.2 67.1 

A b i l i t y  SES Q u a r t i l e  
Q u a r t i l e  Lowest Second T h i r d  H i g h e s t  

Lowest  37.4 38.1 40.6 43.1 

Second 43.3 44.2 52.2 61.3 

T h i r d  55.0 58.3 56.1 65.4 

H i g h e s t  67.3 67.4 75.6 81.8 

Source :  High School  and Beyond Da ta ,  computat ions  by t h e  
a u t h o r .  



Those s t u d e n t s  who do e n t e r  two-year i n s t i t u t i o n s  a r e  much more 

l i k e l y  t o  d r o p o u t  b e f o r e  comple t ing  a  degree  than  a r e  s t u d e n t s  i n  four -  

y e a r  schoo l s .  Tab le  12 shows d ropou t  r a t e s  a t  both  t y p e s  of  i n s t i t u t i o n s  

f o r  t h e  HSB sample. I n d i v i d u a l s  were counted a s  d ropou t s  i f  they had 

e n t e r e d  c o l l e g e  i n  F a l l  1980 and had n e i t h e r  completed a  degree  o r  c e r -  

t i f i c a t e  n o r  were s t i l l  i n  s c h o o l  by February  1984. Th i r ty -one  p e r c e n t  

o f  two-year e n t r a n t s  and 23 p e r c e n t  of f o u r - y e a r  e n t r a n t s  were i n  t h i s  

c a t e g o r y .  A t  b o t h  t y p e s  of s c h o o l s ,  s t u d e n t s  from below-median income 

f a m i l i e s  were s i g n i f i c a n t l y  more l i k e l y  t h a n  h i g h e r  income s t u d e n t s  t o  

d ropou t .  But  high-income s t u d e n t s  a t  two-year s c h o o l s  d ropou t  much more 

f r e q u e n t l y  than low-income s t u d e n t s  a t  four -yea r  schoo l s .  Low-ab i l i ty  

s t u d e n t s  had markedly h i g h e r  d ropou t  r a t e s  than h i g h - a b i l i t y  s t u d e n t s  a t  

t h e  same t y p e  of  schoo l ,  b u t  f o u r - y e a r  s t u d e n t s  i n  a l l  b u t  t h e  lowes t  

a b i l i t y  q u a r t i l e  had h i g h e r  p e r s i s t e n c e  r a t e s  than any of the  two-year 

s tuden t s .  

Although t h i s  ev idence  is  f a r  from c o n c l u s i v e ,  t h e s e  d a t a  s u g g e s t  

t h a t  t h e  t y p e  of schoo l  a t t e n d e d  h a s  a  s i g n i f i c a n t  impact  on d ropou t  

r a t e s ,  g i v e n  measured a b i l i t y  and income l e v e l s .  Low-income s t u d e n t s  who 

a r e  enab led  by f i n a n c i a l  a i d  t o  a t t e n d  c o l l e g e  s t i l l  f a c e  d i f f i c u l t i e s  i n  

comple t ing  t h e i r  educa t ions .  But i f  they a r e  provided a c c e s s  t o  s u f -  

f  i c i e n t  r e s o u r c e s  to  a t t e n d  t h e  c o l l e g e  ( o r  type  of c o l l e g e )  of  t h e i r  

c h o i c e ,  t h o s e  w i t h  r e l a t i v e l y  h igh  a b i l i t i e s  and e d u c a t i o n a l  a s p i r a t i o n s  

w i l l  be s u c c e s s f u l  i n  e a r n i n g  degrees .  I n  o t h e r  words,  a i d  should  n o t  be 

s o  l i m i t e d  a s  t o  r e s t r i c t  c h o i c e  t o  t h e  lowes t - c o s t  community c o l l e g e  

o p t i o n s .  Over t h e  p a s t  y e a r s ,  i n c r e a s e s  i n  a i d  funding have r e f l e c t e d  

wider  e l i g i b i l i t y  and a  p r o l i f e r a t i o n  of  programs more than  i n c r e a s e d  

g r a n t s  f o r  i n d i v i d u a l  r e c i p i e n t s   able 3 ) .  Perhaps  a  focus  on p r o v i d i n g  



Table  12 

Dropout Ra tes  by P a r e n t a l  Income, 
Two-Year and Four-Year I n s t i t u t i o n s  

A b i l i t y  
P a r e n t a l  Income 

Less  than $12,000- $20,000 
Q u a r t i l e  $12,000 19,999 o r  more T o t a l  

P e r c e n t a g e  of those  e n t e r i n g  four -year  i n s t i t u t i o n s  i n  
F a l l  1980 who had dropped o u t  by February 1984 

Lowest 41.8 55.5 44.1 47.1 

Second 39 .O 28.5 16.1 24.7 

T h i r d  33.1 35.8 19.6 25.5 

Highes t  15.5 15.6 13.6 14.3 

T o t a l  4 -year  29.7 26.6 16.8 22.6 

P e r c e n t a g e  of those  e n t e r i n g  two-year i n s t i t u t i o n s  i n  F a l l  
1980 who were no l o n g e r  i n  schoo l  and had n o t  completed a 
program by February 1984 

Lowest 73.1 60.6 54.6 62.1 

Second 54.5 58.4 45.3 52.0 

T h i r d  32.9 51.8 34.9 40.9 

H i g h e s t  37.6 39.1 21.2 28.7 

T o t a l  2-year 51.9 52.6 42.2 44.4 

TOTAL 2-YEAR 
4-Y EAR 38.7 38.4 24 .O 31 .O 

Source:  High School and Beyond Data ,  computat ions  by the  
a u t h o r .  



more generous  a i d  t o  c u r r e n t  r e c i p i e n t s  would be a  more f r u i t f u l  approach 

f o r  t h e  f u t u r e .  

The r o l e  of measured academic a b i l i t y  i n  determining bo th  c h o i c e  and 

p e r s i s t e n c e  r e i n f o r c e s  c o n c l u s i o n s  of t h e  preceding s e c t i o n .  Adding 

d o l l a r s  t o  f i n a n c i a l  a i d  programs t o  i n c r e a s e  t h e  number of s t u d e n t s  

u s i n g  a i d  may be l e s s  e f f e c t i v e  than s t r e n g t h e n i n g  e a r l i e r  e d u c a t i o n a l  

o p p o r t u n i t i e s  f o r  low-income s t u d e n t s  and making t h e  a i d  which i s  

a v a i l a b l e  t o  i n d i v i d u a l s  more generous  i n  o r d e r  t o  a l low them a  cho ice  of 

i n s  t i  t u t i o n s .  

I V .  CONCLUSION 

The a p p l i c a t i o n  of f a i r n e s s  theory  t o  t h e  c o l l e g e - a t t e n d a n c e  d e c i s i o n  

s u g g e s t s  t h a t  t h e  r o l e  of i n c r e a s e d  f i n a n c i a l  a i d  i n  i n c r e a s i n g  

e n r o l l m e n t s  may be l i m i t e d ,  s i n c e  on ly  one- th i rd  of t h o s e  who d i d  n o t  

a t t e n d  c o l l e g e  expressed  a  d e s i r e  t o  a t t e n d ,  and many of those  may 

a c t u a l l y  have chosen n o t  t o  a t t e n d .  I t  does n o t  appear  t h a t  low incomes 

a r e  p r e v e n t i n g  a  s i g n i f i c a n t  number of s t u d e n t s  from a c q u i r i n g  some form 

o f  h i g h e r  educa t ion .  However, t h e r e  a r e  no i m p l i c a t i o n s  f o r  the  impact 

o f  i n c r e a s e d  a i d  on t h e  c h o i c e  of s c h o o l s  by those  who do a t t e n d  c o l l e g e .  

T h e r e  is  t h e  p o t e n t i a l  f o r  i n c r e a s e d  a i d  t o  s i g n i f i c a n t l y  i n c r e a s e  the  

e d u c a t i o n a l  o p p o r t u n i t i e s  of low-income s t u d e n t s  by broadening t h e i r  

cho ices .  

Many s t u d e n t s  may a t t e n d  low-cost  p u b l i c  i n s t i t u t i o n s  i n s t e a d  of 

e l i t e  p r i v a t e  i n s t i t u t i o n s  because  of l i m i t e d  f i n a n c i a l  r e s o u r c e s  o r  

o t h e r  c o n s t r a i n t s .  Thus, i f  we had d e f i n e d  envy i n  terms of a c c e s s  t o  



t he  co l lege  of choice r a t h e r  than acess  to  some co l l ege ,  we would sure ly  

have found envy t o  be more prevalent .  Extra a i d  d o l l a r s  may be b e t t e r  

used t o  inc rease  awards t o  s tudents  already a t t end ing  low-cos t col leges  

than t o  t r y  t o  induce more high school graduates  to  a t tend  low-cost 

co l leges .  

I t  is important t o  note t h a t  these r e s u l t s  r a i s e  quest ions about the 

impact of unequal oppor tun i t i e s  on a s p i r a t i o n  formation, a s  wel l  a s  the 

poss ib l e  endogenei t y  of academic a b i l i t y ,  p a r t i c u l a r l y  a s  measured by 

s tandardized  t e s t i n g .  One of the problematic c h a r a c t e r i s t i c s  of f a i r n e s s  

theory (and thus of i t s  app l i ca t ion  t o  publ ic  pol icy)  i s  t ha t  i t  does no t  

take s u f f i c i e n t  account of i n e q u a l i t i e s  i n  oppor tuni t ies  p r i o r  t o  the 

s p e c i f i c  choice i n  quest ion.  This  l i m i t s  the ex ten t  t o  which the theory 

can genera te  i n s i g h t  i n t o  the impact of any pol icy on fundamental s o c i a l  

i n e q u i t i e s .  Nonetheless, the f a i r n e s s  a n a l y s i s  does h i g h l i g h t  the d i f -  

f  erences i n  a s p i r a t i o n s  among d i f f e r e n t  socioeconomic groups. I f  

s o c i e t y ' s  goal  i s  t o  r a i s e  cu r ren t ly  low educat ional  a s p i r a t i o n s ,  new 

p o l i c i e s  and funding f o r  ch i ld ren  a t  e a r l i e r  s t ages  of development a r e  

requi red .  



Notes 

l ~ e e  ~ ' ~ o n n e l l  (1985) f o r  an in-depth d iscuss ion  of t h i s  topic .  

2 ~ e e  Gladieux and Wolanin (1976) f o r  a  thorough d iscuss ion  of the 

p o l i t i c a l  background of the 1972 l e g i s l a t i o n .  

3 ~ p p r o p r  i a  t i ons  f o r  t he  GSL and PLUS ( a u x i l i a r y  loans a v a i l a b l e  to 

pa ren t s  and s tuden t s  wi thout  a  needs t e s t ,  a t  an i n t e r e s t  r a t e  of 14 per- 

c e n t )  programs a r e  much smaller  than the a v a i l a b l e  funds l i s t e d  here ,  

s i n c e  the  government provides only the  i n t e r e s t  subsidy,  s p e c i a l  allowan- 

c e s  f o r  banks, and d e f a u l t  guarantees  under the  loan program. I n  1985, 

f o r  example, GSL and PLUS appropr ia t ions  combined were about $3.8 

b i l l i o n ,  b u t  about  $8.6 b i l l i o n  of f e d e r a l l y  guaranteed s tuden t  loan 

money was a v a i l a b l e  under these  programs. 

4 ~ h e  expansion has n o t  meant t h a t  cons i s t en t ly  increas ing  propor- 

t i o n s  of co l l ege  s tudents  have received a i d ,  s i c e  enrol lments  have grown 

rap id ly  over t he  period i n  question. 

5 ~ h i s  f i g u r e  i s  n o t  exac t ,  s i nce  a v a i l a b l e  da t a  do no t  r epo r t  the num- 

b e r s  of s tuden t s  rece iv ing  a i d  from mul t ip le  sources.  

6 ~ l a c k  enrol lments  i n  i n s t i t u t i o n s  of higher  educat ion decl ined 3.3 

pe rcen t  between 1980 and 1984, a l though t o t a l  enrol lments  grew s l i g h t l y  

over  t h i s  per iod (American Council on Education, 1986). 

7 ~ a n s e n ' s  f ind ings  were based on Current  Populat ion Survey data  and 

on comparisons of 1972 National  Longitudinal  Survey data  wi th  co l l ege  

expec ta t ions  expressed i n  t he  o r i g i n a l  1980 High School and Beyond 

Survey. 



8 ~ o r  a  r e c e n t  review of t h e  l i t e r a t u r e  i n  t h i s  a r e a ,  s e e  T e r k l a  and 

J a c k s o n ,  1984. 

9 ~ e e  Fo ley  (1967) ,  Feldman and Kirman (1974) ,  Pazner  and Schmeidler  

( 1 9 7 4 ) ,  V a r i a n  (1975, 1 9 7 6 ) ,  Pazner  (1977) ,  Thompson (1982) .  

l 0 ~ h i s  approach is  c o n s i s t e n t  w i t h  Feldman and Kirman (1974) and 

Pazner  and Schmeid le r  (1974) .  

l l l f  i t  were p o s s i b l e  to  u s e  a  c a r d i n a l  measure of u t i l i t y ,  i t  would 

b e  u s e f u l  t o  measure t h e  s t r e n g t h  of i n d i v i d u a l  a s p i r a t i o n s .  Our i n a b i -  

l i t y  t o  do s o  l e a d s  t o  t h e  p o s s i b i l i t y  of some unappea l ing  r e s u l t s .  I t  

migh t  be p o s s i b l e ,  f o r  example, t o  r educe  t h e  number of c a s e s  of g e n e r a l  

envy by t r a n s f e r r i n g  r e s o u r c e s  from t h e  p o o r e s t  person t o  t h e  second 

r i c h e s t  pe r son ,  e l i m i n a t i n g  t h e  l a t t e r  a s  an  e n v i e r .  Such a  s o l u t i o n  i s ,  

however, l e s s  l i k e l y  when o n l y  one p a r t i c u l a r  commodity is  b e i n g  con- 

s i d e r e d .  

121t may be  more r e a l i s t i c  t o  view l e s s  we l l -p repared  s t u d e n t s  a s  

e x p e c t i n g  s m a l l e r  b e n e f i t s ,  a s  compared t o  be t t e r - p r e p a r e d  s t u d e n t s ,  from 

a  pos t secondary  educa t ion .  From e i t h e r  p e r s p e c t i v e ,  t h e  expec ted  

b e n e f i t l c o s t  r a t i o  i s  lower f o r  s t u d e n t s  w i t h  lower measured a b i l i t y .  

1 3 ~ y  d e f i n i t i o n ,  i f  h i g h e r  e d u c a t i o n  l i e s  o u t s i d e  a n  i n d i v i d u a l ' s  

f e a s i b l e  s e t ,  he canno t  a t t e n d  c o l l e g e .  However, t h e r e  may be some i n d i -  

v i d u a l s  who p r e f e r  t h e  bundle  they  have chosen t o  some bund les  which l i e  

o u t s i d e  t h e i r  f e a s i b l e  s e t s .  T h a t  i s ,  they canno t  a f f o r d  h i g h e r  educa- 

t i o n ,  b u t  would n o t  consume i t  even i f  i t  were a v a i l a b l e .  We i g n o r e  t h i s  

group.  

1 4 ~ s t i m a t i o n  of  t h e  d i f f e r e n t i a l  p r i c e s  d i s c u s s e d  is  l e f t  f o r  f u t u r e  

r e s e a r c h .  



1 5 ~ h e  i n s i g n i f i c a n t  number of s t u d e n t s  who s a i d  they d i d  n o t  want t o  

g o  t o  c o l l e g e  b u t  were l a t e r  observed t o  a t t e n d  a r e  n o t  cons idered  here.  

160n ly  a s m a l l  number of i n d i v i d u a l s  responded p o s i t i v e l y  t o  one of 

t h e s e  q u e s t i o n s  and n e g a t i v e l y  t o  t h e  o t h e r .  

1 7 ~ h e  sample w i t h  which I am working, which i n c l u d e s  on ly  those  s t u -  

d e n t s  whose p a r e n t s  provided in format ion ,  i s  somewhat d i f f e r e n t  from the  

f u l l  fo l low-up survey sample. S t u d e n t s  i n  t h e  "parents"  sample a r e  l e s s  

l i k e l y  t o  be marr ied (7 p e r c e n t  a s  opposed t o  10 p e r c e n t ) .  The "paren t s"  

sample i s  more l i k e l y  t o  be w h i t e  (77.3 p e r c e n t  v e r s u s  63 p e r c e n t  f o r  t h e  

e n t i r e  sample) and somewhat more l i k e l y  t o  be female  (56.9 p e r c e n t  v e r s u s  

53.5 p e r c e n t ) .  

18while t h i s  t e s t  c la ims  t o  measure "academic a b i l i t y , "  it  is c l e a r l y  

more a t e s t  of achievement l e v e l s  f o r  h igh  school  s e n i o r s  than  of i n n a t e  

a b i l i t y .  I f  i t  i s  a n  i n d i c a t o r  of academic p reparedness  f o r  c o l l e g e  it 

may, however, be  a reasonab le  t e s t  of a b i l i t y  t o  perform i n  c o l l e g e ,  

g i v e n  p r e v i o u s  e d u c a t i o n a l  backgrounds. 

191 assume t h a t  a l l  h i g h  school  g r a d u a t e s  a r e  capab le  of a t t e n d i n g  

some i n s t i t u t i o n  of h i g h e r  l e a r n i n g .  The open admiss ions  p o l i c i e s  o f  

many j u n i o r  and community c o l l e g e s  and t h e  more l e n i e n t  r equ i rements  a t  

many s c h o o l s  f o r  p a r t - t i m e  a t t e n d a n c e  make t h i s  a r e a s o n a b l e  assumption.  

2 0 ~ n  1983, 40  p e r c e n t  of GSL d o l l a r s  went t o  s t u d e n t s  w i t h  incomes 

below $15,000 i n  1982 d o l l a r s .  Another 27 p e r c e n t  went t o  those  i n  t h e  

$15,000-$30,000 income b r a c k e t  (Col lege  Ent rance  Examination Board, 

1986a) .  

2 1 ~ u l t i v a r i a t e  r e g r e s s i o n  a n a l y s i s  t o  f u r t h e r  c l a r i f y  t h e s e  i s s u e s  

w i l l  b e  p a r t  o f  t h e  c o n t i n u a t i o n  of this resea rch .  



2 2 ~ h i s  c o n c l u s i o n  might  be modif ied  by ev idence  on t h e  a b i l i t y  

d i s t r i b u t i o n  of a id - induced  a t t e n d e e s .  S i n c e  demand f o r  c o l l e g e  is most 

p r i c e  e l a s t i c  among m o d e r a t e - a b i l i t y  s t u d e n t s  (Bishop,  1977) ,  they  a r e  

p robab ly  most h e a v i l y  r e p r e s e n t e d  i n  t h e  induced group. I n  our  sample,  

f  our-year /  two-year a t  tendance p a t t e r n s  d i f f e r  c o n s i d e r a b l y  be tween t h e  

second and t h i r d  a b i l i t y  q u i n t i l e s .  
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