
It’s Hard to Justify This Higher Ed Spending 
Gap. So Why Does It Persist? 

 

 

Should the rich continue to get richer?

In a working paper published last month by the National Bureau of Eco-
nomic Research, Zachary Bleemer of Princeton and NEPC Fellow Jes-
se Rothstein of the University of California at Berkeley argue that they 
should not—at least when it comes to higher education.

Highly selective Ivy League institutions invest more than five times as 
much in student instruction as the less selective public institutions that 
are the most common destination for Americans who attend four-year 
schools. This was not always the case.

At the turn of the 20th century, higher education was a lot less selective. 
Even Harvard was open to all high school graduates (as long of course 
as they were male and, in most cases, white). It was also lower-spend-
ing relative to other schools. Even by 1929, Ivy League schools spent 
“just” twice as much as non-flagship public institutions. Similarly, state 
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flagship public universities at that time spent only 21% more than other 
public universities, as compared to 50% more today. 

Spending gaps grew along with the demand for a college education. To-
day, 40% of Americans aged 25-29 have bachelor’s degrees, as compared 
to 5%-10% in the early 20th century. Finding themselves for the first time 
with more applicants than seats, colleges and universities started imple-
menting “meritocratic” admissions tests, often as a temporary stopgap 
measure. Yet discrepancies in the level of selectivity of higher- and low-
er-demand schools exploded, stabilizing only in the 1970s.

But the spending gaps took much longer to stabilize. While some of this 
was fueled by soaring tuition and philanthropic donations, Bleemer and 
Rothstein also point to the key roles played by federal aid for research, 
student tuition and loans, as well as variations in state support for more- 
and less-selective public institutions. In other words, the growing ineq-
uities were taxpayer funded.

The spending gap between more and less selective institutions finally 
stabilized about 15 years ago. But within-school stratification is a grow-
ing trend, as colleges increasingly offer honors colleges and “high value” 
majors such as engineering and business that establish stricter admis-
sions standards than the institution as a whole—practices that tend to 
reduce participation by students from lower-income families. These pro-
grams also receive additional funding. Even within a given institution, 
the rich get richer.

It is well established in K-12 education that money matters. Schools 
that spend more money on their students achieve better outcomes than 
schools that spend less. Although the research body for higher education 
is smaller, Bleemer and Rothstein explain that the findings are simi-
lar. Research in K-12 also suggests that, compared to their counterparts 
from more affluent families, educational resources are relatively more 
important for students from low-income families.

Which leads Bleemer and Rothstein to ask why even public universities 
are directing fewer resources to educate less affluent students? They ex-
amine the evidence for multiple potential justifications. In all cases, they 
find the possible answers to be wanting.
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For example, they find that the benefit of attending a selective (and high-
er spending) college is generally the same or even greater for students 
with lower measured prior achievement. They also find no evidence to 
support the most common utilitarian rationale: the idea that society 
should spend more on higher-achieving, affluent students because they 
are more likely to accomplish goals that benefit society than they would 
be if they attended lower-spending, less selective colleges.

They conclude:

Colleges and universities in the United States are highly strat-
ified by students’ pre-college academic achievement, with the 
highest-achieving students attending colleges that spend dra-
matically more on instruction than those that lower-achiev-
ing students attend. Neither of these is a necessary feature of 
a higher education market; universities need not be as strati-
fied by academic achievement as they are in the United States, 
nor do resources need to be so inequitably distributed. There 
is little economic evidence justifying the status quo on efficien-
cy grounds, and substantial room for skepticism. Whether this 
feature of the American higher education system persists de-
pends on whether universities – and their primary owners, the 
American public – wish it to.

 
 
This newsletter is made possible in part by support provided by the Great Lakes Cen-
ter for Education Research and Practice: http://www.greatlakescenter.org

The National Education Policy Center (NEPC), a university research center housed 
at the University of Colorado Boulder School of Education, sponsors research, pro-
duces policy briefs, and publishes expert third-party reviews of think tank reports. 
NEPC publications are written in accessible language and are intended for a broad 
audience that includes academic experts, policymakers, the media, and the general 
public. Our mission is to provide high-quality information in support of democratic 
deliberation about education policy. We are guided by the belief that the democratic 
governance of public education is strengthened when policies are based on sound 

NEPC Resources on Higher Education

http://nepc.colorado.edu/publication/newsletter-spending-gap 3 of 4

http://www.greatlakescenter.org/
https://nepc.colorado.edu/topics/45


evidence and support a multiracial society that is inclusive, kind, and just. Visit us 
at: http://nepc.colorado.edu
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