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I. INTRODUCTION

In the aftermath of the U.S. Supreme Court decisions in Gratz v.
Bollinger' and especially Grutter v. Bollinger,2 what is the future of
affirmative action? Will it be preserved in its current form, and should
it be? Or will universities and employers begin to back away from the
explicit consideration of race in their admissions and employment
decisions?

I am not a lawyer or legal scholar, and so I cannot provide a care-
fully nuanced reading of these decisions and their implications.
Instead, I am an economist who has studied the effects of affirmative
action in labor markets and in university admissions for several years.
I have carefully read and summarized the social science research in
this area3 and have thought hard about what this research implies
about the desirability of affirmative action policies.

Many activists on both sides approach affirmative action purely
as a moral issue-one based clearly on a priori arguments about right
and wrong. In some cases, the activists' views are heavily shaped by
their own experiences and values-as perhaps they should be. But it
is my belief that the future of affirmative action, and especially our
views on the desirability of preserving these policies, should also be
based on the social scientific evidence regarding its effects. This is not
to say that moral arguments and personal values should play no role.

* Professor of Public Policy, Georgetown University; Visiting Fellow, Urban Institute,
Washington, D.C. The author is also former Chief Economist, U.S. Department of Labor.

1 539 U.S. 244 (2003) (holding the University of Michigan's undergraduate admissions pol-
icy of adding a fixed number of points to the application scores of minority applicants violated
Equal Protection).

2 539 U.S. 306 (2003) (holding the University of Michigan Law School's use of a flexible
race-conscious admissions policy did not violate Equal Protection because diversity of the stu-
dent body was a compelling governmental interest sufficient to satisfy strict scrutiny).

3 See, e.g., HARRY HOLZER & DAVID NEUMARK, THE ECONOMICS OF AFFIRMATIVE

ACTiON (2003); Harry Holzer & David Neumark, Assessing Affirmative Action, 38 J. ECON. LIT.
483 (2000).
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But in a situation where both sides can, and often do, make legitimate
arguments for and against affirmative action based on moral proposi-
tions and personal values only, the empirical evidence regarding
actual effects should also play some role as we decide how best to
proceed.

In Part II below I summarize my own reading of the literature on
the effects of affirmative action, drawn from economics and other
social science disciplines. As an economist, I will consider both the
"efficiency" effects of affirmative action, and also its effects on
"equity." I define affirmative action broadly to include not only its
role in university admissions but also its effects on labor market out-
comes, where the hiring and promotion policies of employers who are
federal government contractors are directly affected. In Part III, I
then speculate on what the future holds for affirmative action, in the
aftermath of Grutter and in the context of labor market and demo-
graphic trends in the United States.

II. FIVE PROPOSITIONS ABOUT RACE AND AFFIRMATIVE ACTION

IN THE U.S.

The effects of affirmative action can be grouped into the follow-
ing five propositions, each of which is supported by a body of empiri-
cal evidence. The propositions are:

1) Minorities in the U.S. continue to face systematic barriers and dis-
advantages that limit their success in education and in the labor
market;

2) Affirmative action clearly redistributes university admissions and
jobs away from white males and toward minorities and females, but
the aggregate amount of this redistribution is fairly small;

3) Affirmative action often leads to the hiring and promotion (or
admissions to universities) of minority candidates who lag behind
whites in terms of credentials and qualifications, but much less
clearly in actual job performance;

4) Affirmative action provides a range of benefits to the minority
community, as well as to employers and universities, that go well
beyond the benefits conferred on the specific individuals who get
hired/promoted or admitted to universities; and
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5) Without the explicit consideration of race in university admissions,
the share of students who are minorities at prestigious universities
will decline.

Below I discuss each proposition and the evidence behind it,
before considering the implications for the future of affirmative
action.

A. Minorities Face Systematic Disadvantage in Schools and
Employment

Since affirmative action was designed in the 1960s to offset sys-
tematic disadvantages that limited opportunities for minorities in edu-
cation and employment, we might ask whether, in fact, such
disadvantages continue to exist.

The answer to such a question is clearly "yes." Minorities clearly
lag behind whites in educational attainment and employment out-
comes.4 The "achievement gap" in education between whites and
minorities manifests itself in fewer years of education completed and
in lower test scores among the latter group. The achievement gap
appears to have many sources, including continuing immigration (for
Hispanics and Asians), lower family incomes, less early childhood cog-
nitive stimulation in the home, segregated schools, unequal school
financing (especially relative to costs/needs), and perhaps lower
expectations and unequal treatment of students by school systems and
teachers as well.5 The limited access of minority students to high-
quality and well-financed schools at least partly results from the con-
tinuing high level of racial segregation in American neighborhoods,6
itself a product of housing discrimination against minorities and the
residential preferences of whites, as well as school financing schemes
based heavily on local property values and taxes.

4 See, e.g., AMERICA BECOMING: RACIAL TRENDS AND THEIR CONSEQUENCES 52-151 (Neil
J. Smelser et al. eds., 2000).

5 See CHRISTOPHER JENCKS & MEREDITH PHILLIPS, THE BLACK-WHITE TEST SCORE GAP
(1998); ROLAND G. FRYER, JR. & STEVEN D. LEVITr, UNDERSTANDING THE BLACK-WHITE
TEST SCORE GAP IN THE FIRST Two YEARS OF SCHOOL (Nat'l Bureau of Econ. Research, Work-
ing Paper No. w8975, 2002).

6 See DOUGLAS S. MASSEY & NANCY A. DENTON, AMERICAN APARTHEID: SEGREGATION

AND THE MAKING OF THE UNDERCLASS (Harv. Univ. Press 1993); Camille Zubrinsky Charles,
Process of Racial Residential Segregation, in URBAN INEQUALITY: EVIDENCE FROM FOUR CITIES

(Alice O'Connor et al. eds., 2000).
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Some analysts have recently concluded that employment oppor-
tunities for minorities in labor markets have essentially been equal-
ized, and that only the "achievement gap" accounts for the continuing
gaps in wages and employment between whites and minorities.7 But
this view is based on a misreading of the research evidence, since quite
large and significant gaps in employment-if not in wages-remain
even after controlling for educational attainment and test scores.8
These gaps reflect a myriad of problems affecting African Americans,
including persistent discrimination in hiring, "spatial mismatches"
between the locations of jobs and worker residences, and the perni-
cious effects of previous incarceration on one's employment
opportunities.9

.As Glenn Loury has pointed out, the stigmas faced by African
Americans restrict opportunities in school and workplaces in ways
that traditional concepts of discrimination do not capture.10 Since we
have only limited understanding about the causes of the "achievement
gap" in K-12 education, and no public consensus at all over how to
reduce it, there is little point in arguing that affirmative action policies
should be replaced by those designed to lower the achievement gap."
At best, these policies should be considered complements to, and not
substitutes for, existing affirmative action policies at universities and
workplaces.12

B. Redistribution Towards Minorities: Less than Meets the Eye

There is no doubt that affirmative action redistributes university
slots and jobs away from white males towards minorities and females;
indeed, that is the precise intent of such policies. Some observers
regard this as an "equitable" redistribution while some do not. But
what may be more surprising is that, in the aggregate, these effects are
relatively small.

7 STEPHAN THERNSTROM & ABIGAIL THERNSTROM, No EXCUSES: CLOSING THE RACIAL

GAP IN LEARNING (2003).
8 William R. Johnson & Derek Neal, Basic Skills and the Black-White Earnings Gap, in

THE BLACK-WHITE TEST SCORE GAP (Christopher Jencks & Meredith Phillips eds. 1998).
9 See Harry HoLzer & Paul Offner, The Puzzle of Black Male Unemployment, 154 PUB.

INTEREST 74 (2004).
10 See GLENN C. LOURY, THE ANATOMY OF RACIAL INEQUALITY 102 (2002).
11 See generally JENCKS & PHILLIPS, supra note 5.
12 See LoURY, supra note 10, at 166-67.
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For instance, my colleague David Neumark and I have noted that
affirmative action appears to reduce employment opportunities for
white men in contractor establishments by 3 to 5 percentage points,13

and Jonathan Leonard has found effects even smaller than that.14

Since contractors account for 50-60% of all jobs, the aggregate effects
of affirmative action are smaller than these numbers indicate; indeed,
these policies likely shift employment from the contractor to the non-
contractor sector (perhaps at somewhat lower wages), but they do not
reduce overall employment levels for white males.15

A similar story can be told about university admissions. Recent
research shows that affirmative action has very little effect on admis-
sions in most universities, perhaps because the admissions standards
used by most universities are not very high to begin with, and fairly
few applicants are rejected. 16 In all, these studies suggest that 1-2% of
college and university positions are redistributed from whites to
blacks and Hispanics in the aggregate by affirmative action.

Of course, the impact of affirmative action on admissions rises
with the quality of the university. Thus, for schools in the top decile of
the average test score distribution, affirmative action redistributes
roughly 3-4% of slots to underrepresented minority groups; in the
most elite schools (including the Universities of Michigan and Califor-
nia at Berkeley, as well as top private universities), as many as 8-10%
of all slots may be reallocated that way.17 At prestigious graduate pro-
grams, the effects are similarly larger.

Yet even in the most striking cases, the overall share of university
slots redistributed from whites to minorities is a tenth of the total or
less. From the point of view of minorities, these slots are crucial-
indeed, they double or even triple the representation of these groups
at the elite schools. From the perspective of whites, however, the
share of college slots to which they have reduced access is quite small.

13 See Harry Holzer & David Neumark, Are Affirmative Action Hires Less Qualified? Evi-
dence from Employer-Employee Survey Data, 17 J. LAB. ECON. 534 (1999).

14 See Jonathan S. Leonard, The Impact of Affirmative Action Regulation and Equal

Employment Law on Black Employment, 4 J. ECON. PERSPS. 47 (1990).
15 See id. at 51.
16 See, e.g., Thomas Kane, Racial and Ethnic Preferences in College Admissions, in THE

BLACK-WHITE TEST SCORE GAP (Christopher Jencks & Meredith Phillips eds. 1998); Mark
Long, Race and College Admissions: An Alternative to Affirmative Action?, REV. ECON. & STAT.
(forthcoming 2004).

17 WILLIAM G. BOWEN & DEREK CURTIS BOK, THE SHAPE OF THE RIVER: LONG-TERM

CONSEQUENCES OF CONSIDERING RACE IN COLLEGE AND UNIVERSITY ADMISSIONS (1998).
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If that is the case, why does affirmative action generate such
intense controversy and opposition from whites? Why do other forms
of redistribution-in which elite schools reserve fairly large numbers
of slots for "legacies," athletes, and even for the sake of "geographic
diversity"-generate so much less protest?

Here we can only speculate. Perhaps there is a systematic ten-
dency for whites to overstate the costs imposed on them by affirma-
tive action. For example, if ten white males apply for a position that
ultimately goes to a minority with somewhat lower credentials, all ten
will likely feel aggrieved-even though only one would have obtained
the position in the absence of affirmative action. Moreover, the
greater perceived cost borne by white males may have to do with the
saliency of, and continuing emotions and mutual recriminations sur-
rounding, the issue of race in America. 8

It is important to remember that university admissions have never
been narrowly defined meritocracies based exclusively on grades and
test scores, and most university administrators would argue that they
shouldn't be today.19 But the grievances felt by many white applicants
when minorities with lower test scores and grades are selected for
admission instead of them seem out of proportion to the fairly small
numbers in which these preferences are granted.

C. Qualifications v. Performance

If affirmative action results in university degrees, jobs, and pro-
motions for minorities who are under-qualified and perform poorly, it
might then have negative effects on the efficiency of U.S. workplaces,
as well as on their equity. Is this, in fact, the case?

My own research with David Neumark in this regard2 ° is instruc-
tive. We find that the qualifications of minorities-primarily in terms
of education and experience-in U.S. establishments that practice
affirmative action in hiring (either because they are federal contrac-
tors, or face court-ordered remedies for past discrimination, or do so
voluntarily) lag behind those of whites by more than is true at non-

18 See e.g.. TAMAR JACOBY, SOMEONE ELSE'S HOUSE: AMERICA'S UNFINISHED STRUGGLE

FOR INTEGRATION (1998); DAVID K. SHIPLER, A COUNTRY OF STRANGERS: BLACKS AND
WHITES IN AMERICA (1997); CORNEL WEST, RACE MATTERS (1993).

19 See, e.g., HENRY ROSOVSKY, THE UNIVERSITY: AN OWNER'S MANUAL (1990).
20 See Holzer & Neumark supra note 13; see also Holzer & Neumark, Assessing Affirmative

Action, 38 J. ECON. LIT. 483 (2000).
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affirmative action establishments.21 And yet we find fairly little evi-
dence that their relative performance on the job in these establish-
ments is lower.22 This is true regardless of whether performance is
measured by wages/promotions, supervisor ratings, or outcome mea-
sures that are specific to a particular sector-such as crime rates in
large cities where affirmative action affects police department hiring.23

How can it be that credentials designed to predict workplace per-
formance have so little effect on actual performance differences
between these groups? For one thing, we need to remember that any
such credential likely has limited predictive power with regard to out-
comes. If, in fact, some educational credentials have less predictive
power for the performance of minorities than for whites, then it is
perfectly rational for employers to put less weight on these credentials
for minority candidates. Furthermore, the evidence also suggests that
employers practicing affirmative action offset the weaker credentials
of minority candidates in a variety of ways, for example by recruiting
applicants more extensively, screening candidates more intensively,
looking for other evidence of potential quality and performance, care-
fully evaluating performance, and providing remedial training.24

This is not to say that affirmative action policies are currently
implemented perfectly. No doubt, the bar is sometimes lowered, in
terms of actual performance, for those who are members of the "pro-
tected groups." But it is striking how infrequently this is found to be
the case, when looking at the overall body of empirical research in this
area.

D. Who Benefits?

It is clear that some minority candidates obtain jobs and univer-
sity slots that they otherwise would not have in the absence of affirma-
tive action. Are they the only beneficiaries of the redistribution
associated with these policies? It has long been argued that the wider
minority community benefits from affirmative action in university
admissions, by providing mentors and role models to younger cohorts

21 Harry Holzer & David Neumark, Are Affirmative Action Hires Less Qualified? Evidence
from Employer-Employee Survey Data, 17 3. LAB. ECON., 534, 555-56 (1999).

22 Id. at 566.
23 Id. at 566-67.
24 Harry J. Holzer and David Neumark, What Does Affirmative Action Do?, 53 INDUS. AND

LAB. REL. REV. 240 (2000).
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of students. The actual evidence in support of this proposition is
somewhat mixed, though it remains quite incomplete.25

However, there are other dimensions along which minority com-
munities benefit from these policies. For example, these communities
often derive more and better professional services from minority pro-
fessionals than they otherwise would obtain. The clearest evidence
can be found in the literature on medical schools and their minority
students. A number of studies have now shown that minority physi-
cians, especially those admitted under affirmative action programs,
are more likely than white physicians to serve minority patients,
including those living in inner-city/rural areas or receiving Medicaid.26

These physicians are somewhat less likely to be board-certified in spe-
cialty fields and are more likely to be general practitioners, but the
benefits to an underserved population still hold. Thus, affirmative
action generates what economists would call positive externalities, or
public goods, whose benefits go well beyond the individuals who are
admitted to good universities or hired by federal contractors under
these policies.

Nor are the only beneficiaries of such affirmative action minori-
ties themselves. University administrators have long argued that their
institutions are well served by student diversity.27 Whether or not the
educational attainment or civic values gained in the classroom by stu-
dents is improved by such diversity continues to be debated.28 But it
seems fair to conclude that the universities themselves serve wider
constituencies and also gain greater legitimacy by providing opportu-
nity for admission to a much broader segment of the population.
Indeed, the "compelling interest" of states in affirmative action that
the Supreme Court has identified in the Bakke29 and Grutter30 cases
could rest largely on the greater opportunity that is so provided.

25 Harry Holzer & David Neumark, Assessing Affirmative Action, 38 J. ECON. LIT. 483
(2000).

26 See, e.g., Gang Xu et al., The Relationship Between Race/Ethnicity of Generalist Physi-
cians and Their Care for Underserved Populations, 87 AM. J. OF PUB. HEALTH 817 (1997); D.G.
Kassebaum & P.L. Szenas, Factors Influencing the Specialty Choices of 1993 Medical School
Graduates, 69 ACAD. MED. 164 (1994); S.N. Keith et al., Effects of Affirmative Action in Medical
SchooLr A Cave Study of the Class of 1975. 313 NEW ENGLAND J. OF MED. 1519 (1985).

27 See, e.g., Grutter v. Bollinger, 539 U.S. 306, 333 (2003).
28 See, e.g., BOWEN & BOK supra note 17; see also Stanley Rothman et al., Racial Diversity

Reconsidered, 151 PUB. INT. 25 (2003).
29 Regents of Univ. of Calif. v. Bakke, 438 U.S. 265, 312-15 (1978) (opinion of Powell, J.).
30 Grutter, 539 U.S. at 332-35.
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Employers are another group that benefits from affirmative
action.31 The United States is clearly growing more racially and ethni-
cally diverse over time; accordingly, larger shares of applicant and cus-
tomer pools faced by employers will be minority as well. Affirmative
action policies enable employers to better identify qualified appli-
cants, and to hire workers who can effectively serve those of their own
ethnic group.32

Of course, some economists would argue that, if it is in their
interest to do so, rational employers would make these choices any-
way, even in the absence of affirmative action.33 Perhaps this is now
so. But given the imperfect information and uncertainty under which
most employers operate when hiring, and given the short-run costs
that changing such policies entails, it seems quite unlikely that many
would have developed the human resource policies that now consti-
tute affirmative action on their own, and without significant govern-
ment prodding.

E. Diversity in the Absence of Racial Considerations

If we believe university administrators when they state that they,
and their states, have compelling interests in achieving diverse student
bodies, can this diversity be accomplished without taking race explic-
itly into account in the admissions process? There are two potential
ways of doing so. One option is to use income- or "class-based"
affirmative action instead of that based on race. Another option is to
use an alternative policy, such as "affirmative access" in Texas, under
which a top percentile group in every high school is guaranteed admis-
sion to state universities.34

Unfortunately, if the goal of affirmative action is to obtain
racially mixed admissions at prestigious universities, these alternative

31 Indeed, numerous employers submitted amicus briefs supporting the University of Mich-
igan Law School's affirmative action policy in Grutter. 539 U.S. at 333-34.

32 For evidence that employers believe customers like being served by members of their
own racial group, see Harry Holzer & Keith Ihlanfeldt, Customer Discrimination and the
Employment Outcomes of Minority Workers, 113 0. J. EcoN. 833 (1998). For evidence that
firms with minority owners and managers are more successful at attracting minority applicants,
see Michael Stoll, Stephen Raphael & Harry Holzer, Black Job Applicants and the Hiring
Officer's Race, 57 INDUS. & LAB. REL. REV. 267 (2004).

33 See, e.g., RICHARD A. POSNER, ECONOMICS OF JUSTICE 352 (1983).
34 See, e.g., Leif Strickland, Affirmative Access: Making the Grade, NEWSWEEK, Jan. 27,

2003, at 36.
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policies fall short. A variety of simulations35 have shown that policies
which replace racial considerations with those based on family income
would generate significant drops in the presence of minorities at
highly ranked universities.36 And recent analyses of "affirmative
access" 37 and similar policies elsewhere also show substantial drops in
the presence of minorities at the top-ranked state universities.

Besides their generally negative impacts on minority representa-
tion at prestigious universities, policies such as "affirmative access"
suffer from additional flaws. For instance, a policy that rewards a cer-
tain top percentage of students in their high school classes rewards
racial segregation by discouraging minority families from moving to
more integrated and academically stronger school districts. In addi-
tion, it is not at all clear how programs like "affirmative access" would
be implemented for admissions to graduate programs, where high
school class rank becomes quite irrelevant.

III. CONCLUSION: THE FUTURE AFTER GRUTTER

What is the overall view of affirmative action that emerges from a
review of the empirical social science literature? Affirmative action
policies work to offset systematic disadvantages that minorities con-
tinue to face in schools and the workplace; they redistribute some uni-
versity positions and jobs at contractor establishments to
underrepresented groups, but without imposing huge burdens on
white males; they lead to the hiring and promotion of candidates who
are weaker in terms of formal credentials but generally not in terms of
actual job performance; they provide wider benefits to minority and
low-income communities, as well as to universities and businesses; and
the outcomes they generate are not easily replicated through alterna-
tive admissions policies that downplay race. While the policies as
implemented are far from perfect and much remains unknown, many

35 See, e.g., Maria Cancian, Race-Based v. Class-Based Affirmative Action in College
Admissions, 17 J. POL'Y ANALYSIS & MGMT. 94 (1998); see also STEPHEN J. ROSE & ANTHONY
P. CARNEVALE, SOCIOEONOMIC STATUS, RACE/ETHNICITY, AND SELECTIVE COLLEGE ADMIs-
SIONS (The Century Foundation, 2003).

36 The per by Rose and Carnevale. suora note 35. comes to different conclusions when
consideration of family income is used to supplement, rather than replace, race and ethnicity in
admissions processes.

37 Brian Bucks, Affirmative Access v. Affirmative Action: How Have Texas' Race-Blind
Policies Affected College Outcomes? (2003) (unpublished manuscript, University of Wisconsin
at Madison).
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observers would judge the net effects of affirmative action as being
fairly positive.

So what does the future hold for affirmative action, since it was
upheld by the Supreme Court in Grutter? On this question the empir-
ical analysis of past and current effects gives us less guidance. But
some informed speculation, in light of what we know about demo-
graphic/economic and political trends, is certainly possible.

Since Justice O'Connor's crucial opinion suggested that affirma-
tive action may no longer be necessary in 25 more years38 -an arbi-
trary judgment based on little evidence of trends over time-legal
challenges to affirmative action in university admissions will almost
certainly diminish over the next few decades but will reappear after
that time. In the meantime, the Grutter decision will likely slow the
momentum towards the development of alternative admissions poli-
cies-like "affirmative access"-that have developed over the past
decade.

To be sure, that momentum will not completely disappear. As
Michigan (and perhaps other states) considers popular referenda to
limit affirmative action,39 and with the likelihood of future legal chal-
lenges remaining, many universities and states will continue to wrestle
with their admissions policies. They may seek policies that supple-
ment information on race or ethnicity with additional data on family
background and community, thus creating a broader version of affirm-
ative action. Many will continue to study the impacts of considering
race versus other alternatives-as well they should.

But various other political and demographic factors will tend to
limit any rapid moves to dismantle affirmative action. The presence
of minorities-and especially Hispanics-in the U.S. population will
continue to grow. Over the next 50 years or so, the presence of His-
panics in the U.S. population is expected to double.4" Political ana-
lysts from both major parties have clearly indicated that Hispanics are
the major electoral "prize" that they will actively pursue over the next
few decades. As affirmative action remains quite popular with this
group, and enhances their educational and employment opportunities,
it seems unlikely that many national or state political figures will risk

38 Grutter v. Bollinger, 539 U.S. 306, 342 (2003) ("We expect that 25 years from now, the
use of racial preferences will no longer be necessary to further the interest approved today.").

39 Robert E. Pierre, Affirmative Action Foes Seek Mich. Referendum, WASH. POST, Mar. 5,
2004, at A3.

40 Rise in Hispanics and Asian-Americans Is Predicted, N.Y. TIMES, Mar. 18, 2004, at A20.
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alienating them with a major new assault on the Executive Orders or
legislation that generate this policy.

This demographic context will also affect employers and univer-
sity administrators. With the imminent retirements of Baby Boomers
in the next decade and beyond, employers will likely face major
shortages of skilled workers, and will welcome policies that help them
find talent in all potential applicant pools-even among those whose
formal credentials fall short of what they usually seek. Indeed, in the
booming economy of the late 1990s, many employers were choosing to
forego certain formal credentials (such as high school or college diplo-
mas and general work experience) when hiring in a very tight labor
market.41 Finally, university administrators will feel more pressure
than ever to make sure that their institutions are accessible to, and
representative of, all Americans.

In such an environment, affirmative action-in one guise or
another-is likely to remain with us for some time to come.

41 Harry J. Holzer, et al., Employers in the Boom: How Did the Hiring of Unskilled Workers
Change in the 1990's? Institute for Research on Poverty Discussion Paper No. 1267-03, Univer-
sity of Wisconsin-Madison, (2003).
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