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• So-called “merit aid” is just another way                  
for colleges to improve their rankings. 
 

• Non-need based financial aid only benefits 
students with the financial means to pay at                
the expense of students with real financial 
need. 
 

• Discounting tuition on any basis other than 
financial need is immoral! 



1. At the SOCIETAL Level . . . 
 

 There is powerful evidence that the dramatic 
growth in income disparity within the U.S. 
population is contributing to an alarming 
array of miseries that affect the quality of                 
life in our society. 



2.  At the Higher Education SYSTEM Level . . . 
 

 The heightened income stratification of   
Haves vs. Have-Not families has increased  
the disparity between Have and Have-Not 
institutions of higher education – to the 
detriment of those colleges and universities 
below the top-tier of heavily endowed 
schools.  



3.  At the INSTITUTIONAL Level . . . 
 

 Less well-endowed, highly tuition-               
dependent schools disproportionately              
serve this nation’s Have-Not students,                
even as they are increasingly challenged                  
financially to do so. 



4.  At the STUDENT Level . . . 
 

 One of the few ways Have-Not schools are 
able to compete for the better qualified 
students – whatever their level of financial 
need –  is by leveraging their limited financial 
aid dollars through strategically discounting 
price.  



• A wealth of compelling data have been compiled, notably by British 
epidemiologists Richard Wilkinson and Kate Pickett, co-authors of The 
Spirit Level: Why Greater Equality Makes Societies Stronger that clearly 
demonstrate the deleterious effects of income inequality in nations and 
societies around the world. 
 

• These effects in life expectancy, disease morbidity, high school dropout 
rates, violent crime, drug abuse, etc. are not related to measures of 
poverty per se but to the gap between levels of income within the society 
itself – whether at the national, state or county level.  
 

• Income inequality has grown dramatically in the U.S. where the gap 
between Haves and Have-Nots is now one of the largest of any developed 
nation. 

 

• The U.S. also displays some of the most negative societal effects.  











• The top 20 private universities with the largest endowments 
account for 60% of the total endowment value of all private 
institutions of higher education in the U.S.   

 ($146 billion out of $243 billion in 2010 –NACUBO) 

 

• These same 20 institutions represent 6.3% of total private 
post-secondary enrollment and only 1.7% of total post-
secondary enrollment.  

      (355,478 students out of 5.7 million private and 20.6 million – NCES) 

 

• These same best-endowed institutions are virtually identical 
to the 20 top-ranked national universities according to US 
News.  



• These “Have” institutions disproportionately serve the 
“Have” students and families. 

 

– “Just under 15 percent of the undergraduates at the 
country's 50 wealthiest colleges received Pell Grants in 
2008-9 . . .  

 
 

– That percentage hasn't changed much from 2004-5 . . .  
 
 

– Pell Grant students are still significantly less represented at 
the wealthiest colleges than they are at public and 
nonprofit four-year colleges nationwide, where grant 
recipients accounted for roughly 26 percent of students in 
2008-9.” 

     (Chronicle of Higher Education, March 27, 2011) 



• A self-perpetuating cycle in which wealthy alumni of elite 
universities “bring sand to the beach” in donations that 
further expand their endowments.  

 
• Endowments that give these schools an unfair 

programmatic and reputational advantage in attracting 
wealthy families and the financial aid resources to out-
compete for the most capable students – even those who 
are economically disadvantaged. 

 
• Endowments that actually confer a major, hidden  discount 

in the form of a sticker price far below the actual cost of 
educating students – even before any discounts in the form 
of institutional aid. 

 



• Increasing the average discount rate can increase Net              
Tuition Revenue. 

 

• There is an optimal average grant below which an institution 
“yields” fewer students than it could; and above which it 
foregoes more tuition revenue than it needs to. 
 

• Increasing Net Tuition Revenue permits not only program 
enrichment but expanded need-based financial aid. 
 

• Predictive modeling enables institutions to leverage its 
financial aid dollars not only to maximize Net Tuition                 
Revenue but also to shape the incoming class in terms of 
characteristics it deems important – from SAT scores to 
gender balance to geographic and ethnic diversity.   
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Variables Coefficients 

Scholarship Amount .00010 

Minority (excluding Asian) -.80629 

Arts and Sciences -.28496 

First Contact-Sent Scores .24774 

First Contact-Application .17130 

E-Common Application -.30106 

Legacy .26312 

Campus Tour 1.30359 

Admitted Student Decision Day Program 1.93381 

SAT -.00526 

Recalculated High School GPA -.89520 

Listed as FAFSA First Choice 1.80647 

Listed as FAFSA Second Choice .41153 

Demonstrated Financial Need -.00001 

Admitted to Honors Program .20411 

Contiguous State #1 .27709 

Contiguous State #2 .35001 

 

Enrollment  
Predictors 

by: 



A test of your 
students’ price 
sensitivity, by: 

 • Academic program 

• Residents 

• Commuters 

• In-State 

• Out-of-State 

• Other targets of 
interest 

 



 Low – Financial aid does not have 
much of an effect on students’ 
enrollment decisions.   

 High – Net cost is a dominant factor 
in students’ enrollment decision and 
their decision-making is very 
sensitive to financial aid offers. 

 Medium - Students admitted to   
these schools tend to respond to            
less expensive financial incentives 
and therefore bring in more net 
revenue.  

Greatest opportunity 
to use financial aid 
strategically to shape 
incoming classes. 



The strategic deployment of non-need based   
financial aid is the inevitable byproduct of a system 
that is inherently skewed (not only in higher 
education but in virtually every sphere of American 
life) toward rewarding the Have institutions at the 
expense of the Have-Not institutions.  
 

Far from being immoral, Strategic Pricing can be                 
the most ethical response in an unfair system. 
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Value of Top 20 Private University Endowments  
AY 2009-10 

SOURCES:  NACUBO Endowment Values; NCES IPEDS Enrollments 


































