Steven Durlauf: Hello everyone and welcome to The Inequality Podcast. This is Steven
Durlauf. Today my colleague, Damon Jones and | will be speaking with Zachary Bleemer
and assistant professor at Princeton who has already established himself as one of the
world's leading scholars on issues of education, inequality and race. Maybe it's with mixed
feelings. | have the conversation directly because Damon and | were very keen to hire Zach
when he was on the job market a number of years ago, and so this is second best but the
serious point is really to emphasize the extraordinary body of work he's put out in the last
few years. So Zach, thank you so much for joining us.

Zachary Bleemer: Thanks to the kind where it's Steven and it's great to talk to you.

Durlauf: We're hoping to start with some general observations in your part thoughts about
the nature of your research. What led you to focus on higher education and inequality?

Bleemer: So | went to undergrad at Amherst College and then went out to California and
did my PhD at Berkeley. And what really struck me moving out to California is just how
much education is happening at Berkeley. | mean, the undergraduate body at Berkeley is
about 20 times larger than the undergraduate body at Amherst College. You go outside and
it's just humming in a way that the small liberal arts colleges of New York are not. But that
education differs really radically in class size, in the kinds of professors who teach at a
research university—relative to a liberal arts college—in the kinds of student services that
are available at different kinds of institutions. And | just became really interested in
effectively the following phenomenon: in the US, there's these sort of tiers of institutions
that | think are best understood as tiers of spending where there are schools that just
spend a lot more educating students than other schools. And there are also tiers of
institutions by test scores where schools like Amherst and Berkeley teach very high testing
kids. And then there are a lot of other schools. And so | started to learn the California
system, which is very hierarchical. You have the lower testing University of California
campuses and then you have high and lower testing California State Universities, local
public universities and then you have community colleges, all of this hierarchy. And that
hierarchy is stratifying students by their test scores. And what | became interested in is
both a question about economic efficiency and a question about inequality.

I think the first question is does it make sense that when we stratify universities by funding
and we stratify universities by students, the two are very closely linked. The high funding
universities teach the high testing students, the middle funding universities, the middle
testing students, etc. Is that a good idea from an economic efficiency point of view, which
is to say, are there national level benefits and costs of organizing higher education in this
way?



And then from the perspective of inequality, what are the inequality ramifications of the
way that we've structured American higher education? So | really then took two research
paths to answer these questions. The first uses the standard applied econometric toolkit to
try to understand, for example, what happens when you send the low testing kids to high
resource universities? What are the benefits and costs and how do they compare to the
benefits and costs of the high testing kids who are crowded out? So a bunch of questions
around moving students around universities and moving students between college majors-
something | can talk about more later. And then | also have a body of work on economic
history that just tries to understand how did the current American higher education system
arise? And what can we learn about that impacts of the current system of American higher
education from where it has been?

So for example, in the early 20th century, both of these degrees of stratification by funding
and by test scores were just much, much lower than they are today. And | think that had
substantial inequality benefits. So that's sort of where I'd come from and how | see the
work that I'm doing now.

Damon Jones: One thing | wanted to discuss is affirmative action. You've done some
research on a major affirmative action policy, Proposition 209 in California. Can you tell us
a little bit about what effects that had on underrepresented minority students or URM
students versus non-URM students and maybe also students of differentincome levels?
And if you could also, could you touch on this so-called mismatch hypothesis?

Bleemer: Absolutely. So the first thing | think is worth emphasizing, I've just given an
overview of the research that I've been doing. And you can kind of see from that overview,
race never was really part of the question as | had originally formulated it. To me, race-
based affirmative action was interesting for a very different reason. California banned race-
based affirmative action at all public universities, both undergraduate and graduate in
1998. And to me, that was just a fascinating natural experiment in which previously, there
have been a whole bunch of lower testing URM students enrolling at more selective
universities than they would have previously had access to. And thus attending universities
with greater expenditure levels than they would have otherwise had access to. And then
you have this policy change in 1998 where they're no longer able to attend those
universities. So to me, this is sort of a natural experiment where you pull low testing kids
into a high resource university, we can then use this to study what happens to those kids
compared to kids who didn't have access to this same admissions policy and thus had to
enroll at less-selected universities instead.

So this was sort of a natural experiment at scale, thousands of students who suddenly
were pushed into less selective universities because all public universities race-based



affirmative action programs ended. And it should be emphasized, these students were then
replaced by white and Asian students who got to attend more selective universities, filling
the seats of the black and Hispanic students who were pushed out. So | study this in
California by following all of the applicants to the University of California system in the
years before and after the affirmative action ban for the subsequent 20 years, just to get a
sense of how their lives differed when the 1998 18-year-old cohort had to attend less
selective universities than the 1997 18-year-old URM cohort because affirmative action
was not available to them. And the short answer is that this was very detrimental to these
black and Hispanic students.

Being pushed into higher resource universities where they were relatively, sort of,
overmatched, in the sense that they were under-prepared relative to their peers,
nevertheless made them more likely to earn degrees in STEM fields, more likely to graduate
college, at least among the lowest testing students, more likely to go to graduate school,
and ultimately having quite substantially higher earnings, you know, 10 or 15 years
following their college enrollment. At the same time, you might wonder, okay, so going to a
more selective university benefits the black and Hispanic students, but what about the kids
they're crowding out, the white and Asian students who no longer get access to those
universities? And | was not able to find any evidence of costs for those white or Asian
students. The ramification here is that affirmative action was economically efficient. It
pulled in lower testing students who derived above average value from the universities they
got pulled into. And it pushed out a bunch of white and Asian students who really just saw
much smaller consequences of having to attend a slightly less selective university.

Now you were asking about the mismatch hypothesis. When | put this paper outin 2019, |
would say the prevailing wisdom in the economics discipline was not only that black and
Hispanic students would not gain much from access to more selective universities, but
that it actually might cost them in the long run because they're getting pulled into
universities where they might have a really difficult time fitting in, where the coursework
may be more difficult and where they're underprepared, and thus, unable to perform wellin
their courses. This might lead to disproportionate dropout or decline in STEM enrollment
and that in the long run, this could be bad for those students. | find the opposite. In fact,
enrolling at more selective universities is very beneficial for even the lowest testing targeted
Black and Hispanic students. And | think the main reason for this is the additional
resources available at relatively more selective universities. When you go to a more
selective school, you don't just buy higher testing peers. You go to a school that just spends
a lot more educating students, both in terms of having more successful faculty and in
terms of providing additional tutoring services and other student supports, having more of
a culture of success on campus that promotes students' aspirations. All of the things that



money can buy are available at schools that tend to enroll more selective students and
affirmative action gave disadvantaged students access to those resources.

Durlauf: Following that up, | think there's several points that are important. The first is this
reification of test scores as providing rank orders of some true merit in terms of
admissions. One implication of what you're finding is that if merit has to do with the value
added of its institution, which is presumably what a social planners think it about in the
allocation to use economist jargon, it's far from evident that the test scores in isolation are
informative. In other words, they represent differences in high school backgrounds, more
complicated social phenomena, etc. So | think that one message here is that accepting the
narrowest conception of efficiency, which is some notion of value added with respect to
labor market outcomes, calls into question the idea that the informational content of the
scores is independent of the identities of the individuals.

Bleemer: I'm sympathetic to your view, but let me push back on it a little bit. One
possibility is that there is some underlying merit characteristic that is cue complementary
with instructional resources, which is to say there is some feature of kids' ability to learn or
understand the world such that the kids who have more of that thing would be better
served at universities that spend more educating students and the kids who have less of
that thing would be better served going to universities that spend less because they're not
going to get very much out of those resources. And it’s possible, then, test scores might just
be a bad measure of this deep-seated merit that actually does exist inside kids. All | would
point out is that there's just an alternative hypothesis, which is whatever merit
characteristic there is in kids, you can call that whatever you want, but it might just not be
complementary with educational resources.

Given, | think, available evidence that suggests that test scores don't do a very good job of
identifying the kids who derive the most value from excellent universities, it's possible
that's because the test scores are a bad measure. It's also possible that it's because the
theory was wrong, that there actually is no underlying merit characteristic that's
complementary with institutional resources. It's hard to arbitrate between those two things
because we don't have a great measure of underlying merit, but | think there's little reason
to think one versus the other given available evidence.

Durlauf: | think that points very well taken. The presumption on the efficiency of the sorting
is complementarity, which you talked about, of course, in your paper with Jesse Rothstein. |
think there's actually one other factor | wanted to put on the table, which is something you
said in terms of the resources for tutoring, et cetera, and that is that a lot of the debates
about merit and meritocracy and the efficiency of college admissions take as fixed the
students. They come to the university, they're just matched into classrooms or something,



and then you ask some question about whether they have complementarity or
substitutability. But that doesn't respect the fact that the institutions can adapt to the
heterogeneity of the students. | mean, there is an irreducible fact about diversity
admissions, which is on average, the students will come from inferior high schools. That is
not about them per se, and so maybe the measured merit of a test score, but that's
irrelevant. In other words, the point is that the high schools are different, but that doesn't
mean you can't adjust to them.

In other words, offer additional tutoring, organize the institutions in many dimensions in
such a way that account for the fact that there were disparities in backgrounds, which
however you think about skills at age 17 or 18, they may be there, but it's not enough to say,
well, fix the skills. How do you match people? As opposed to ask— match people, and then
ask how do you address the fact that there were some disparities in skills?

Bleemer: And oftentimes, we don't even get to this step of how can we support these kids
success because the kids can't arrive in the first place. To give you a concrete example of
that from some other work that I've done, I've spent a lot of time thinking about the rules
that universities use to choose who is allowed to earn high-demand college majors once
they're on campus. So to give an example, the financial crisis hits in 2008, and at many
universities, there's a rush of students who suddenly want to study economics that
previously have been in other fields. Sort of similar to in the last 10 years, this rush of
students who wanted to study computer science. At many universities, the economics
faculty was simply not big enough to educate all of the kids who wanted to study
economics. And so universities had to make a variety of choices of, okay, like, should we
just push professors to offer more courses? Should we hire temp faculty or more tenure
track faculty to teach additional courses for all of the student demand? Should we restrict
access and only allow certain students to take these courses?

I've studied a number of universities that shows this latter path. So to give an example, at
UC Santa Cruz, the rule in 2008, which had never previously existed, was if you took your
intro economics courses and you couldn't get a B- average in your intro economics
courses, sorry, economics is closed to you. You're going to have to go study something else
instead. And hundreds of students were forced to not study economics at UC Santa Cruz
because they were unable to clear this B- threshold. So we study, okay, like, what would
have happened if those students were allowed to study economics? So the answer is they
would have been a lot more successful in their personal label market outcomes over the
subsequent 10 or 15 years. When you push students out of economics into political
science or sociology or environmental studies, those are the sort of biggest absorbers at
that campus, they end up a lot less economically successful. And so then we have this



guestion, okay, like, we see that the kids who are pushed out are the kids who came in, they
went to worse high schools, they'd never taken an economics course before, they struggle
in their introductory freshman fall course. And as a result, they weren't allowed to study
economics. Like, what if we just allowed those kids in? And alternatively, what if we had like
offered them a whole bunch of tutoring? Like, what if we'd like really supported those kids
that they could get above a B- and then they'd be allowed into the economics major? So
you have like two different policies here. One policy is keep the B- threshold and then offer
a whole bunch of tutoring services to like help low-performing kids get above the threshold.
Or a second policy which is just let them in, even though they're low-performing. And what
we find is that even without the tutoring, it would have been fine to let in the C+ or C or C-
students at a school like UC Santa Cruz where there aren't that many student resources
available.

It's less about offering student support and oftentimes more, just about giving kids the
chance to earn whatever education they want. In the UC Santa Cruz case, you would have
increased their age 30 earnings by like 40 or 50 percent by just allowing them to take more
courses in a field where they had a C average instead of forcing them to go study something
else. | think you often see the same thing with college admissions, pushing kids out of
institutions because they're worried that they won't be able to handle it. Where all you
really have to do was give them a chance.

Jones: It seems like across institutions and within institutions and majors, we have these
fixed slots, fixed admission slots, there's fixed teaching capacity. Have there been good
examples of responding on that supply side as opposed to just rationing in different ways?
Where are the limits coming from? Is it global funding for education? Could these returns
continue if we expanded college slots or would that dramatically change the labor market?
Then a third factor is, is there any sort of elite investment in keeping the slots fixed or
scarce or anything like that?

Bleemer: | really like the question. | should start by saying, | have spent most of my time
thinking about a world in which the number of slots is fixed and asking how to optimally
allocate them. There's a sense of an easier question because there are research designs
available. There's discontinuities, there's policy change over time. The key insight that |
think that I've learned is that the way that we allocate, which is in general on the basis of
either pre-college academic preparation or college performance, is both inefficient and
inequitable in that it tends to sharply privilege students who come in more prepared and
who went to better high schools of higher parentalincomes, etc. But | think your question is
the right one. Why assume that the number of slots is fixed and what are possible
alternatives?



This is something we don't know that much about. Here's a couple of pieces of evidence
we have. Over the last 15 years, the share of male college graduates earning degrees in
computer science has gone from roughly 3 to 10%. That's nationally. That is to say, at many,
many colleges and universities, their computer science departments have radically grown
over the last 15 years. If you look at just out of college media and wages for computer
science graduates, right, this could go in a couple of different directions. We've massively
increased supply, so that might push wages down. But at the same time, clearly demand
for computer science degree recipients has risen, so maybe we've failed to satisfy that
demand. We've also changed the composition of computer science majors. We're probably
pulling in a bunch of relatively less prepared students into a major that was until then much
less common and enrolled a narrower variety of very talented students. What you can see
in the American Community Survey is that computer science is, by far, the most lucrative,
popular major in the US. That's excluding things like petroleum engineering that are really
very niche and small. But computer science is, by far, the highest paid major in the US. The
relative wage of computer scientists compared to the median college graduate has stayed
just as high today as it was 15 years ago and 25 years ago. In fact, I've looked at data from
California in the 1960s that suggests that computer science was just as lucrative as it is
today. So that's at least one piece of evidence here that | don't think there's much to be
worried about of like flooding the market with a variety of education that is very lucrative.
That's what we did with computer science and still the returns to computer science
degrees remain very strong.

That being said, do we have a clean example of like a department was super restricted for a
while and then it went open access or a university was super restricted and then it went
open access? | have a couple of open projects looking at this. So | think the most
interesting large scale natural experiment of this variety is what happened to City College
and the CUNY system in New York in the 1970s. So City College, Brooklyn College, Queens
College, these were highly selective, very successful public universities in the city of New
York in the 1940s, 50s and 60s. Until just a couple of years ago, City College was the school
that had produced the most Nobel prizes of any US institution. That being said, if you look
at the composition of City College enrollment in 1969, the large majority of those students
are white. Most of them were Jewish. City College is in Harlem in New York and fewer than
5% of City College students were black. This became politically untenable and in 1970, the
state legislature forced City College to go open access. So what this meant was that the
admissions office was effectively fired. You saw dramatic growth of places like Brooklyn
College and Queens College and dramatic changes in the composition of students at those
universities. Basically, the large majority of the white and Jewish students who would



previously enroll at those schools stopped enrolling and there were large increases in black
and Puerto Rican enrollment, especially at City College.

This is a really nice case study of what happens when you dramatically reshape and grow
large, successful public universities. And now that I've set this whole thing up, I'm going to
have to let you down, which is to say, | don't know what happens in that case. I've only just
convinced City College to let me digitize their historical student records to try to follow up
on this. But I think that will be the closest thing we have to an answer to your question. It's
possible that these things really don't scale. That when you try to dramatically expand
these institutions, there are costs that exceed the benefits. | hope that soon we'll know the
answer to that.

Durlauf: So | think that's actually a fascinating example. With respect to the historic role of
CCNY, that's where Kenneth Arrow went to college. And | mentioned that since listeners, of
course, will know of his historic importance in economics, but also he was from a poor
family. It was the opportunity for him to, you know, we’re talking about someone of
extraordinary intellectual ability to fulfill potential. And so in thinking about the dynamics of
those colleges, there's another story you could tell, which is that immigrants, Jews, were
excluded from elite institutions, not just because of their identities, but also because of
income and also economic status. And so going down the trajectory, the success of
integration for people like Arrow by 1970 meant there's other people that were excluded.
And so | think that's maybe an example in which you find that there is benefits to the open
access for those who got in, but the consequences for those that went elsewhere are not
going to be in the data.

Bleemer: | think that's right. Just to very quickly follow up on this, if you look at the wage
value added of American colleges and universities in the 1960s, one thing that really stands
out is that the Ivy League doesn't look good. The lvy League was not an intellectual bastion.
It was not providing very high quality education at the time. And whereas City College looks
amazing in terms of its wage value added, comparing kids with similar parentalincome
backgrounds and test scores. That's something that has changed very dramatically over the
last 50 years. The schools that rich kids go to have gotten much better. And in terms of the
wage value that they provide to their students. And that has that dramatic ramifications
from inequality.

Durlauf: In addition to thinking about size, there's also an issue of heterogeneity. And what
I mean by that is in some shameless self promotion, what Ananth Seshadri, and | showed a
number of years ago, the efficiency that says that complementarity means you ought to
sort people, that's only of all the organizations are the same size. Once you have an ecology
of different sized organizations, in fact, it may be efficient to integrate even in the face of



complementarity. So that's, I'll say a technical observation. But | think the substance of
observation is to think about an ecology of institutions. And so the community colleges in
California, extremely important for letting people that, who weren't in a good place when
they were 17 years old in terms of test scores, having an opportunity to get two years of
education that apply to four year institutions, et cetera.

And so | think that in talking about this issue of size, it really has to do now just with fixed
institutions in isolation, but the dynamics between them. So one of the arguments for
expanding the size of a place like Berkeley, | think is linked to the importance of having a
high quality junior college to represent the conveyor belt in which people can demonstrate
their potential and develop the potential. And that seems to me to be a very unexplored
area both in theory and in empirics.

Bleemer: | think it's a really important feature of the origins of American higher education.
You know, if you look at the Bender report, which was written by the admissions director at
Harvard in the 1950s, describing the history of Harvard admissions and the
contemporaneous characteristics of Harvard admissions. One thing he points out is that
selective admissions in the early 20th century was effectively not selective admissions.
Harvard was effectively open access to anyone who could come and at least pass some
introductory exam the day before classes began and who was willing to pay Harvard's
tuition. There were almost no universities in the early 20th century that were open access.
There were almost no public universities in the US that charged tuition and that were not
available to effectively any high school graduate from their state. | think the key difference
between the way that American higher education grew up and the way that higher
education grew up in all other places is American higher education's openness. And that
has changed dramatically just in the last 50 years as increasing demand for higher
education has not been met by growth and supply. And as resources have stratified across
institutions and students have tried to follow those resources, increasing demand for the
most resourced schools. That's not the longstanding tradition of American higher ed.

Jones: Is it that these universities were more open or that the upstream hurdles were just
so much higher? | mean, it seems like there's significant racial segregation in these
universities for most of their history to kind of categorize them as open with no pun
intended, but then that opens up another question like what mechanism led to extreme
segregation of them if they were so open?

Bleemer: Yeah, so | think that’s a great question. So a couple of different things. It's true
that until the 1970s, the fancy private universities in the northeast were not open to women
and had racial quotas that were initially zero and then ultimately relatively low. The public
universities outside the south were for the most part open to both men and women and for



the most part open to people of all races. Though in the south, generally there were
separate institutions for men and women and separate institutions by race. In the Midwest
and the West, institutions were all effectively open access. So if you look at a school like
UC Berkeley, which | think people would consider sort of the premier public university in
the US today, UC Berkeley was founded in 1868. It enrolled women and Black and Hispanic
students starting in 1868. If you look in, for example, 1900, it was 50-50 on gender and
there were substantial numbers of Black, as well as Chinese and Japanese students. The
public universities of the US generally had no admissions criterion, other than having
graduated high school. And so can best be thought of as both de jure and de facto open to
all qualified students. Though it's definitely worth qualifying that in the southeast, these
schools were racially segregated.

Jones: Returning to what we talked about earlier with affirmative action. You've also done
some work on what are the race neutral alternatives to affirmative action and you look at
that in the context of the UC system or in California. So can you talk a little bit about how
those compare in terms of outcomes and who's affected?

Bleemer: So | think there's sort of two different, but related questions here. There's first,
specifically a question about race, which is say you're a university, a public university that
has an interest in broadly representing the population of the state. So this can be intention
with having a meritocratic interest. So you might both want to tend to admit high testing
kids, but also admit kids from every community, geographic, racial, class, etc., every
community in the state. And the trouble is that there's a lot of places that just don't
produce high testing students because of poor resources of a wide variety of kinds. So you
implement a race-based affirmative action program in order to make sure that you're at
least somewhat representing people from every racial background in the state. Then race-
based affirmative action becomes illegal. The question is, can you achieve similar levels of
racial diversity using race neutral means? And the state of California's public university
systems after affirmative action was banned in 1998, basically tried four ways of doing that.

There was massive investment in outreach to minority/majority high schools, trying to
increase application rates from those schools. There was a top percent policy that
guaranteed admission to the public universities for students at the top of every high school
in the state, no matter the quality of the high school. There was a switch to holistic review,
which de-weighted things like pre-college academic preparation in determining admission
and tried to upweight measures of disadvantage. So the idea is that you're reading these
kids' applications in context to privilege students who are relatively high performing given
their backgrounds. And then ultimately in 2020, the University of California and the
California State University system banned the use of standardized tests and admissions



altogether. All four of these policies were at least in part designed to increase Black and
Hispanic enrollment. And | think the key thing to note here is that none of them increases
Black and Hispanic enrollment to anywhere near the same degree as those universities
race-based affirmative action programs. You know, that some of all four of them maybe
gets you to about a third level of diversity as would a race-based affirmative action
program.

That being said, do these policies have similar benefits to affirmative action in targeting
relatively lower testing students who derive above average value from enrolling at more
selective universities? | believe the answer is yes. We have evidence that both I've collected
from top percent policies in California and that others have collected in Texas that suggest
that these policies similarly have pretty substantial positive efficiency ramifications,
though at a smaller scale than race-based affirmative action.

Durlauf: So following up on the ban on test scores, this is always struck me as a well
intentioned, an undesirable policy for this trivial reason almost. The throwing away
information is not good. | think the reason it was done was obvious, as you said, is because
of the ban on affirmative action. But the appropriate policies, | think, from an effici— again,
I've taken a narrow efficiency conception of this, is you collect information, recognize that it
has different value across individuals because of high schools. And I'd call it more
complicated social determinants. And then you make the decisions accordingly. Are you
comfortable with that utopian view?

Bleemer: Let me push back a little bit on that view. | would frame the reason that the
University of California chose to ban standardized test and admissions, which | should note
actually happened in March of 2020, so right at the start of COVID, but it was unrelated to
COVID. This has been decided over the previous year, while the meeting of the regions of
the University of California happened on Zoom because of COVID, it was unrelated. The
way that | think about why they made this decision is somewhat different from what you
described. | think of it as a principle agent problem, where basically the regions of the
university, the senior trustees of the university, wanted the university to enroll a broader
base of Californians and found that when they allowed admissions officers to observe
standardized tests, admissions officers couldn't weigh them little enough. That somehow,
like the availability of this number, led admissions officers to overvalue the measure of pre-
college academic preparation that is captured in standardized test scores, and admit a
group of students that the regions found suboptimal. And so | think the regions chose to get
rid of standardized tests fundamentally from a lack of trust. That actually, for a similar
reason, thatin the 1990s, the regions prevented the use of race in admissions. So the
affirmative action ban was passed by a ballot measure in 1996, but this was a year after the



regions had banned the use of affirmative action themselves. And again, | think the reason
for this is that they just didn't trust that admissions officers were capable of doing
affirmative action right in the way that the region saw it, which was to say providing small
admissions preferences on the basis of race. Part of that, | should note, comes from the
fact thatindeed, in some cases, the universities were providing very, very substantial
admissions preferences. The paradigmatic example, as of 1994, UC Davis had never
rejected an academically qualified black student. The way they did admissions through
affirmative action was just to accept all black students at UC Davis. And the regions just
thought that that was an unreasonable way of providing race-based preferences. | think the
same thing was true for standardized tests.

I think it's sort of an interesting open question whether this principal age problem could be
solved a different way, but at least it provides an explanation for why less information may
be appropriate in this context. Now whether the elimination of standardized test scores
improves the efficiency of undergraduate admissions is not studyable in the California
context because the ban came at the same time as COVID. So crazy stuff happened in
university admissions that year. And | think there's no way of knowing what was the effect of
just the standardized test ban. But at the very least, | think this argument about information
misses a key component, too.

Durlauf: Well, | called it utopian. So | think your points well taken.
Bleemer: | hear you. I'm with you. I'm with you.

Jones: You have this study on what happens to people after they graduate from college and
their earnings and how that differs across income classes. And there's this term collegiate
regressivity. How did that term come to emerge in your study?

Bleemer: Where we started with this study was just to compare the observational wage
value of college, which is to say the average wage of kids who go to college versus the
average wage of kids who don't go to college, but who graduate high school where they'll at
least have a baseline level of education, among kids from low income backgrounds and
kids of high income backgrounds today. And we just noticed something that at least to me
was surprising, which is that this average wage return grows in parental income, which is to
say rich kids get more value from going to college in America today than poor kids do. So
we started just trying to understand why that was. And one thing we noticed as we went
backin time is that it wasn't always true. So before 1960, rich kids and poor kids in
America, conditional on going to college got the same value from going to college in terms
of later life wages. Now | want to emphasize, rich kids have always gone to college more
than poor kids have. So one source of American inequality is that rich kids go to college



more than poor kids. But there's a second thing that's true today, but wasn't true in the
past, which is even conditional on going to college, poor kids just don't seem to be getting
the kind of value that rich kids are. And so | worked with the economic historian, Sarah
Quincy at Vanderbilt, to just try to understand what has changed over the last 50 years. And
I'll tell you what my hypothesis was.

What | thought had changed is that 50 or 60 years ago, | thought maybe it's because higher
education was much more open access. Like, it used to be that Berkeley had both rich kids
and poor kids that rich kids and poor kids sort of used to go to the same schools. But today,
because of all of the stratification by test score, which is very closely correlated with
parentalincome, rich kids get to go to good schools and poor kids have to go to bad
schools, local public universities, community colleges, etc. Which is still better than not
college, but provide a lot less value to their students. And so this stratification has led to
poor kids just getting a lot less value from college. And it turns out that story explains none
of what has happened over the last 60 years. In fact, it actually goes the other direction if
anything. So it turns out that poor kid enrollment at schools like the lvy League or flagship
public universities has actually been rising over time. So poor kids are going to better
schools over time.

So what has changed since the 1950s and 60s? Three things really almost entirely explain
this change by which poor kids just get a lot less value from college today than in the past.
One thing that's changed is that the schools that poor kids go to have gotten worse and the
schools that rich kids go to have gotten better. Rich kids have always gone
disproportionately to flagship public universities and selective private universities. Poor
kids have always gone disproportionately to local public universities. And the schools that
rich kids go to have just become a lot better at education over the last 60 years. We think in
part because they are just spending so much more money educating their students over
time. So that's one big change. A second big change has been the dramatic growth of
community college. So community college really should emphasize is higher education
and it provides value relative to just going to high school. But it provides a lot less value
than almost any four year college on average. And community colleges dramatically,
disproportionately enroll lower income students. That has always been true. It was true
that the community college sector was only 10 or 15% of college going. Now today the
community college sector is over 40% of American college going. It still disproportionately
enrolls lower income kids. And so lower income kids get less value from American higher
education because so many of them are going into the lower value community college
sector.



There's a last piece, which is actually quite recent. It's only been true since about 2000.
And it really comes from changes in college majors. This was something that was totally off
my radar. But here are two things that have happened to college majors since 2000: One
has been the dramatic growth of computer science that | think is quite well known. The
other has been the death of the humanities. So you know, a more than 50% decline in all
students enrollment in humanistic majors. | knew that both of those things were
happening. What | didn't know is that they're both driven by rich kids. Computer science is
growing. It's mostly growing among kids from high income backgrounds. The humanities
are shrinking. It's mostly shrinking among kids from high income backgrounds. And so we
have this reshuffling of higher income students shifting toward higher value college majors.
Such that 20 or 25 years ago, low income kids and high income kids were basically earning
similar value college majors. In fact, historically majors like engineering tended to
disproportionately enroll lower income kids. Engineering was dirty. It was always high
value, but it was hard and it was messy. And so it disproportionately enrolled lower income
kids. Today, engineering substantially disproportionately enrolls high income kids. It's still
high value. And so those high income kids are just getting more value from their college
education than the low income kids who were disproportionately entering the humanistic
fields. So those, these are the three things that are happening and then the paper tries to
explain why these things are happening. But the bottom line is that a substantial share of
the growth in intergenerational income persistence over the last 50 years can be explained
not by changes in the amount of education that people get. But by changes in just the kind
of higher education that lower and higher income kids were seeing in the US.

Durlauf: So might we turn to normative issues? In other words, I'd like to, we've talked a lot
about efficiency. But in thinking about, you know, admissions, there's two other factors that
come into play. One is fairness and the other is dessert. So | was hoping to have your
thoughts and, were you the planner to design university admissions, how you would
conceptualize them.

Bleemer: Let me start by giving the technical answer, which is a project that I'm working on
with Jesse Rothstein right now at UC Berkeley. We have a lot of data on Berkeley
admissions and how admissions is conducted at the university. And we're using a series of
designs to try to ask the following question, let's say your goal was to maximize efficiency,
which is to say, in the very narrow sense that I've been talking about it, your goal is to find
the kids who will gain the most in terms of mid-career labor market outcomes from
enrolling at Berkeley relative to either a fixed counterfactual or whatever other institution
they would have gone to. And then what Berkeley wants to do is to enroll all the kids with
the greatest growth. They want to do strict selection on gains. If that's what Berkeley
wanted to do, who should they enroll? We’ll use, | think, some pretty transparent research



designs to just try to answer that question. They come up with the algorithm for Berkeley,
that would identify those students and then we can compare—what does that algorithm
look like relative to the students that actually do enroll at Berkeley? And some preliminary
results there suggest that the selection on gains would look very, very different from the
way that UC Berkeley currently conducts admissions. So that's the positive answer to your
guestion, which is, | think at the very least universities, on top of the current thinking of how
they conducted admissions, should at least be thinking about what selection on gains
admissions would look like.

Now, to your actual question, which is, what do | want universities to do in admissions? The
universities are governed by boards and the boards can do almost anything they want. | sort
of like my position as a professor where | can help them achieve whatever objective they
state. But for me to go especially to a private university and make suggestions about who
they ought to enroll, the private university can do anything under the sun other than
providing race-based preferences. That's illegal.

Durlauf: | certainly agree that we have no privileged position to identify trade-offs. On the
other hand, if we try to operationalize notions as equality of opportunity, dessert, etc. we do
help scope out the frontiers that universities have to choose on. That's the social science
dimension of it. And so it was unfair of me to ask you where you want to locate yourself on
the production possibilities frontier in terms of efficiency versus ethical considerations. But
I did want to at least include here that any optimal policy decision has to account, | think,
both for fairness and for whatever notions of dessert we want to incorporate. So I'll put that
on the table.

Bleemer: I’'m with you.

Jones: Can | also just add, | think that even the kind of the narrowly-scoped value added
goal, that seems to be at odds with public discourse, which tends to just focus on the
current level of somebody's or not the value add, but just like the one side of the value add,
which is who is going to earn the most when they get out of college. Those are the people
that should be admitted first to an institution. So it seems like, a lot of times in a public
discourse, the justification is not necessarily even to maximize value added. People just
say the highest SAT score students should get the first pick.

Durlauf: Yeah. And that's why | call that a dessert consideration. There's some argument
that whoever has the highest test score deserves to win, just as the fastest runner deserves
to get the gold medal in the analogy, made | made it deliberately because it's a bad one.
And | think part of your emphasis on value added demonstrates the distinction. In other
words, the notion that college admissions are rewards in a sense of the competition is



really not what efficiency means. And of course, we have other ethical considerations
when we make the actual policy.

Bleemer: I'm with you. Thinking about the goals of a private university, it might not be crazy
for them to want to select on levels, right? Like if their intention is to have the awesomest
alumni, it's not to make the awesomest alumni, it's to have them. And maybe this is
because they want reputation. Maybe this is because they want donations. Whatever it
may be, | see why private universities might have an interest in just taking the awesome
kids. It's | think a lot harder to construct an argument for why public universities should
select on levels. Like what public interest is there in public universities having the
awesomest alumni as opposed to public universities providing the greatest benefit to their
states? To me, it's a lot easier to construct arguments for selection on gains for public
universities. And nevertheless, | think it's somewhat surprising that public and private
university admissions, at least from the outside, seem to look surprisingly similar to each
other despite their quite different goals.

Durlauf: So | was hoping that we could exchange subjects to another very interesting
dimension of your work, which is the study you've done on Vietnam Veterans.

Bleemer: Happy to talk about it. So this work really began in thinking about race-based
affirmative action. So | was going around talking to people about what affirmative action
does to young people who attend targeted universities. And | was really focused on the
economic ramifications for URM students and for white and Asian students. But oftentimes
people would come back to me and say, no, no, you misunderstood. The goal of affirmative
action wasn't to provide recompense or economic value to disadvantaged kids. The goal is
to racially integrate America. The whole idea is that we're bringing together successful
Black and Hispanic and white and Asian students. They're all going to take classes
together, be friends together, and they're going to be comfortable interacting with people
from different backgrounds. And we're going to break down stereotypes. And it's really
important that we have racial diversity because it's going to construct this integrated racial
fabric. And | just became very interested in this question of like, does that work? It's sort of
like the effect of affirmative action on the remaining white and Asian students, does it
impact their lives to have more URM peers?

You know, long story short, | don't think that affirmative action is doing very much to racially
integrate white and Asian kids. But as | was working on that project, | sort of noticed, sort of
combining this with some economic history that while today, most young Americans grow

up in college, in the early 20th century, most young male Americans grew up in the military.
So if you look at like the birth cohorts of the 1910s and 20s, we're talking like 70% roughly of
young men were in the military for a couple of years and their late teens or early 20s. This is



an extraordinary number of people. | was completely unaware of this. It's less than 10%
today. And so | just thought, okay, this might be a different setting in which you could study
the ramifications of getting pulled away from home into, you know, after the Korean War, a
racially integrated military. And what does this do to young people who have this
experience? And the Vietnam draft provided a really nice experimental setting where this
could be studied because we have actual or very close to random assignment of who was
drafted into the Vietham War on the basis of their birth date and a very public draft lottery
conducted from 1970 to 1972.

You can then follow those people over the next couple of decades and see, you know,
there's been a lot of work on their economic outcomes that basically shows no long run
effects for both minority and white veterans of the war. But | became interested in the
social outcomes. So this question of social fabric. And so a very different set of outcomes
that | normally study. | was looking at things like interracial marriage or the racial diversity of
a neighborhood that you live in or for white and Black veterans, you know, most white
veterans are Republicans and most Black veterans are Democrats. And so maybe there's a
guestion of like, do their political affiliations converge in some way if they hang out
together? And the basic story of the Vietham War is that at least in terms of these long run
racial integration outcomes, for white guys, there was no effect on basically anything—
economic outcomes, social outcomes, political outcomes. Whether or not they were in
Viethnam does not seem to have had these social ramifications for them. But the Vietnam
War was very impactful for Black veterans. And one way to see that is that Black veterans
just became very substantially more likely to marry white wives in the decades after the
Vietnam War. You can explain something like a quarter of all Black men's interracial
marriages from those birth cohorts, from just the causal effect of going to Vietnam serving
in an integrated military for two years, mostly abroad and then coming home into a different
environment.

These effects are primarily driven by the South, though not exclusively driven by the South.
So we think of this as a place where Jim Crow is just ending, but these Black men would
have been born into the Jim Crow South and then drafted into an integrated military where
they would have had a very different experience than they would have had at home. And
that seems to have had long run integration effects. They also became more likely to be
Republicans, which is to say in all dimensions—economic, geographical, geographic,
interrelational—they converged toward their white peers in the decades after their Vietham
enlistment. So | think the sort of general story here is that when you push people together
from different backgrounds in their late teens and 20s, and I've seen the same thing in
college, there is aracial integration outcome, but it's kind of, it's one directional. What
happens is minority groups converge toward majority groups. It's what you see in Vietham.



It's what I've found some evidence for in race-based affirmative action. So your questions
of normativity, | don't really know if we want to think of that is good or bad. Like, if that's
what we mean when we say, you know, knitting together the social fabric of America, but at
the very least that's what happens when we integrate people at these ages.

Durlauf: Well, it's a case where making normative claims is clearly difficult. | think that the
background of many of these questions is asking whether or not integration diminishes
prejudice. So the contact hypothesis is the conceptual framework for many of these
arguments and the upshot of the literatures that I've studied it, | think, or let's say,
indecisive. One issue is the idea that interactions reduce prejudice presupposes a certain
equality of the interactions. Nobody would claim that the Jim Crow South, which had many
black-white interactions, was diminishing prejudices. And so | actually read your paperin a
somewhat dispirited fashion in that it didn't appear that military experiences were
generating that type of diminution.

Bleemer: | think that's right. What they did generate is something like Roland Fryer’s work
on acting white. It's like Black veterans seem to have come home more comfortable
interacting in white spaces, but not the other way around.

Jones: | think | agree that the contact hypothesis, there's a lot of details you have to iron out
about the contact as you guys are saying. And | think that at a university and a military,
there's continued to be segregation within those spaces. And there's a lot of rich,
qualitative narrative about the experiences that people had. To kind of be a little bit
reductive, | think if you go to a primarily white institution as a black student, sometimes you
have an option to stay within a segregated subset or be one of few in a group that— where
the dominant cultures still driven by the white students. And so that would be a very
different exercise in sending a white student to a HBCU, for example. There's not
necessarily just a 50-50 blend that's going on in these settings.

But so we've been mainly talking about the US higher education system. Outside of the US,
are there any differences in how things are handled that you might want to import here or
absolutely not import, but any comparative insights?

Bleemer: The university system that has most interested me, that I'd like to try to learn
more about, especially in the US context, is the university system of Belgium and to some
degree in the Netherlands. In the early 20th century in the US, universities were open
access, but they were also hard. And so a lot of kids just didn't graduate. In fact, this is true
even at fancy private universities. You look at the graduation rate of Harvard University. In
1920, it was something like 45 or 50%, tremendous dropout. Belgian universities have
preserved that model. So basically anyone who graduates high school can go to basically



any Belgian university. But a lot of kids flunk out their first year and have to retake the first
year or choose to not continue with the university.

This is a different model of admissions than the selective test-based admissions policy that
has become common in the United States. And I'm interested in basically who wins and
who loses when you decide who you give access to upper division college material to on
the basis of either test scores and high school grades or performance in introductory
college courses.

Jones: This seems related at least in part to your study of major restrictions and GPA
cutoffs.

Bleemer: Yeah, very much so. This is a country where anyone is allowed to study almost
anything they want. Though | should emphasize all they have to do is pass. They don't have
to get in there. But if they don't perform well, they're not allowed to persist.

Durlauf: Well, Zach, thank you so much for just a wonderful conversation.
Bleemer: No, thanks to you guys for doing this. | appreciate the conversation.

Durlauf: The Inequality Podcast is a production of the Stone Center for Research on Wealth
Inequality and Mobility at the University of Chicago. | want to end the podcast with thanks
to the people who really make it happen. First, | want to express deep appreciation to our
producer and engineer Shane McKeon who oversees every aspect of the process of
creating these podcasts and really does just a splendid job. Second, I'd like to thank our
Assistant Director Nina Gray for production oversight and the role she plays in bringing the
podcast to fruition. And finally, I'd like to thank Grace Kolavo who's the Executive Director of
the Stone Center who basically does everything in terms of making the center work. You
may get in touch with us at StoneCenter@uchicago.edu. Thank you so much for listening.
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