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ABSTRACT

This paper examines whether the University of Oxford should lower admission standards for
the children of generous benefactors. Drawing on human capital theory, allocative efficiency,
signalling, peer effects, and distributive justice, it argues that the short-term funding benefits
of donor-linked admissions are outweighed by long-term social and institutional costs. The
analysis considers how preferential access can displace academically stronger applicants,
weaken incentives for educational investment, reinforce intergenerational inequality, and
erode reputational capital. Illustrative figures and discussion of legacy admissions, Jared
Kushner’s Harvard admission, and the Varsity Blues scandal contextualise these risks. The
paper also evaluates the claim that donations can support scholarships and research, arguing
that alternative funding mechanisms can sustain universities without compromising academic
standards. It concludes that preserving merit-based admissions and separating philanthropy

from access better protect institutional trust and higher education’s contribution to society.

KEYWORDS: Donor-Linked Admissions; Meritocracy; Human Capital; Allocative
Efficiency; Reputational Capital; Educational Inequality; University of Oxford.

INTRODUCTION

The oldest university in the English-speaking world, Oxford, is much more than just an
institution. Its two syllables have the power to make hearts race, a realm that aspiring
graduates dream of setting foot in, and it is a symbol of what hard work and talent can
achieve. With 73 Nobel laureates, over 30 world leaders, and generations of thinkers, writers,
and revolutionaries having walked its halls, Oxford isn’t just respected, it is revered. It has

inspired books, movies, and ambitions. Why? Because at the end of the day, it is not just
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about prestige; it’s about possibility, about becoming a part of something bigger than
yourself, about becoming a true Oxonian.

For centuries, Oxford has stood its ground as an institution where merit, not money, unlocks
doorways to opportunities like no other. However, today this very ideal faces a quiet but
pressing dilemma: as the financial pressures increase across the higher education sector,
Oxford is considering lowering its admission standards in exchange for financial support
from generous benefactors.

At first glance, this might seem like quite the pragmatic compromise, as thinking about it, it
actually offers some much-needed funding that can be used in many different ways. For
instance, it can improve facilities, provide research funding, or even finance scholarships, as
a quid pro quo for but a few privileged placements. It essentially seems like a microscopic
price to pay for institutional sustainability.

Therefore, at the risk of sounding idealistic in the harsh reality of institutional checks and
balances, this essay argues quite the contrary: that such a policy would do more harm than
good. After all, if education is to remain a public good, who pays the real price when
standards are compromised? Can prestige coexist with privilege without compromising
principle? And in the end, when access is auctioned off to the wealthy, what becomes of

merit?

I. University as a Public Good and the Problem of Funding

Education, particularly at top-tier institutions, creates many positive externalities. This can be
seen as an Oxford graduate contributing not only through their private earnings (a core
concept of human capital theory) but also to wider society through innovations, leadership,
and knowledge dissemination. Yet, despite these societal gains, in today’s world, higher
education remains underfunded, owing to its quasi-public good nature: non-rivalrous in its
external benefits, but excludable in access.

From this perspective, one may argue that accepting the children of donors who fund critical
infrastructure or research can help internalise the externality by injecting capital into a
resource-constrained institution. This way, in the short term, Oxford gains from increased
donations, which can be reallocated to scholarships, facilities, and faculty, potentially
increasing social welfare. This resembles a form of a Coasean bargain: the donor receives a
place for their child, and Oxford receives funds that benefit the wider academic ecosystem.
Yet, this rationale assumes Pareto efficiency and ignores the opportunity costs because by

admitting a less qualified applicant over a more capable but less wealthy one, Oxford forgoes
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future returns in the form of lost innovation and human capital. According to Gary Becker’s
human capital model, this misallocation will result in underinvestment in talent, decreasing

the marginal productivity of future alumni.

NPV of Societal Returns by Academic Quartile
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Figure 1.1. NPV of societal returns by academic quartile.

Figure 1.1 is a graph comparing the net present value (NPV) of societal returns per admitted
student by academic quartile and visualises a trade-off: wealth-induced misallocation shifts

Oxford from a globally optimal admissions strategy to a second-best equilibrium.

I1. Allocative Inefficiency and Opportunity Costs

Allocative efficiency is achieved when resources (e.g., university placements) are allocated to
those who can derive the highest marginal benefits. At Oxford, the key constraint is its
limited capacity. Admissions being influenced by donations rather than academic merit (a
proxy for future societal output) is an unambiguous case of misallocation of resources.

To illustrate, consider two students: Student A (top 1% academically) and Student B (average
ability but from a ridiculously wealthy family). If Oxford admits Student B, the marginal
social return from Student A is lost. Over time, this reduces total factor productivity in the
output (graduate impact) relative to the input (teaching and infrastructure).

This can also be analysed through Dynamic Game Theory. As institutions start to adopt
donor-influenced admissions, a signalling game develops, where low-ability, but wealthy
students crowd out talented peers. The resulting moral hazard and adverse selection deter

high-effort investments by qualified applicants, creating a market failure in education.
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Donor: Donate Unconditionally Donor: Donate for Admission

University: Merit-Based | (High Reputation, Sustained Donations) (Low Funding, High Reputation)

University: Donor-Based |(High Short-Term Funding, Low Reputation)| (High Short-Term Funding, Eroded Trust)

Figure 1.2. Simplified payoff matrix: university and donor strategic choices.

Figure 1.2 is a simplified payoff matrix that illustrates strategic choices between a university
and a donor. If both prioritize merit and unconditional philanthropy, the outcome is stable and
reputationally strong. However, if either side shifts toward donor-linked admissions, short-
term gains are offset by long-term trust erosion, leading to a suboptimal Nash equilibrium

where institutional credibility is compromised.

I1I. Negative Externalities and Reputational Capital

Oxford’s reputation is a form of intangible capital that generates long-term demand and trust.
A fair and meritocratic admissions process strengthens its signalling function (Spence, 1973),
increasing the perceived quality of its graduates. If Oxford becomes associated with
“admissions for sale,” this function deteriorates. Degrees can lose credibility, alumni
networks can weaken, and global rankings may fall. This is a form of negative externality,
where the private benefit to a donor-funded admission imposes social costs on peers,
employers, and society. Peer effects, well-documented in education economics, further
illustrate this harm. High-achieving students elevate classroom standards. Admitting
mediocre students reduces average peer quality, leading to lower engagement, diluted

discourse, and ultimately, reduced academic performance.
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Peer Effect Curve: Decline in Academic Performance with Donor-Based Admissions
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Figure 1.3. Peer-effect curve: decline in academic performance with donor-based

admissions.

Figure 1.3 models how average academic outcomes decline as the percentage of donor-
admitted students increases. It visualizes the negative peer effects caused when meritocratic
standards are diluted, lowering classroom engagement, discussion quality, and overall

academic performance.

IV. Income Inequality and the Equity-Efficiency Trade-off

Proponents often argue that donor-linked admissions can have a redistributive effect, funding
scholarships and grants for underprivileged students (a Pareto improvement). However, this
rests on some flawed assumptions. Admitting a donor’s child at the expense of a high-
achieving, low-income applicant undermines intergenerational mobility, which is a central
justification for public investment in higher education. According to Rawlsian theory,
institutions should be structured to benefit the least advantaged. This policy entrenches
intergenerational inequality. Thomas Piketty’s findings on wealth accumulation show how
capital tends to reproduce itself. When capital also determines access to elite institutions, we

enter a hereditary meritocracy, where opportunity is inherited, not earned.

Copyright@ Page 5



International Journal Research Publication Analysis

IVY LEAGUE ACCEPTANCE RATES (LEGACY VS. NON-LEGACY)

Princeton admitted approximately 2 in 5 legacy applicants and less than 1 in 10 non-legacy
applicants in the year 2009.
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Data Source(s): Cornell University, Harvard University, University of Pennsylvania, Columbia University, Brown University,
Yale University, Princeton University, Dartmouth College

Figure 1.4. Ivy League acceptance rates: legacy versus non-legacy applicants.

As seen in Fig. 1.4, U.S. data from Ivy League universities reveal how legacy applicants,
typically the children of alumni, many of whom are also major donors, are admitted at 3 to 4
times the rate of non-legacy applicants, despite often possessing weaker academic profiles.
While legacy status and direct donor influence are not always identical, they often overlap
significantly, as alumni with wealth are more likely to donate and expect preferential
treatment for their children. This graph offers a revealing proxy for the effects of biased
admissions: a system that prioritizes lineage and financial capital over academic merit. If
Oxford were to normalize similar practices, whether via legacy preferences or donor-linked
entry, it would risk the same outcome: a perception that access can be bought, ultimately
degrading the credibility of the degree. The institution's brand value, built painstakingly over
centuries on the foundation of meritocratic excellence, would erode, potentially leading to
lower application rates from top students, reduced employer trust, and weakening alumni
networks. In a knowledge economy where signaling value is paramount, such reputational

losses are economically devastating and difficult to reverse.

V. Incentives and Moral Hazard

Donor-based admissions distort incentives for both students and universities. For students, it
communicates that financial capital can substitute for human capital. This can demoralise
high-effort applicants, and it might encourage strategic underinvestment in skill development.

For the university, reliance on donations tied to admissions introduces a moral hazard:
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Oxford may prioritise short-term liquidity over a longer-term academic integrity. Over time,
this could escalate into a “soft corruption” model, where institutional norms shift quietly but
dangerously but the appearance of meritocracy masks a fundamentally skewed application
process. An incentive-compatible admissions system, where merit is preserved and donations

are untied from access, would help avoid these risks while still welcoming philanthropy.

VI. The Jared Kushner Case: Wealth as a Proxy for Admission

The case of Jared Kushner’s admission to Harvard in the late 1990s, reportedly following a
$2.5 million donation from his father, underscores the troubling relationship between wealth
and access in elite education. The Guardian reported that administrators were allegedly
surprised by Kushner’s admission, given his mediocre academic record. While Harvard has
never formally acknowledged a quid pro quo relationship, the timing and scale of the
donation suggest a tacit understanding between donor and institution. This case represents a
textbook example of adverse selection, where institutions may admit lower-quality candidates
based on wealth, thereby reducing the average productivity of their student body.

Transposed to Oxford’s context, similar practices would threaten its intellectual capital and
brand equity. If prestige is perceived as purchasable, the signal sent by an Oxford degree
weakens, reducing its utility in the labour market. Moreover, the perceived fairness of the
admissions system would erode, deterring high-effort applicants from disadvantaged
backgrounds. This example illustrates how financial influence can override academic merit,

with long-term consequences for allocative efficiency and institutional trust.

VII. The Varsity Blues Scandal

The 2019 “Varsity Blues” scandal in the United States exposed a widespread scheme where
wealthy parents paid bribes to secure their children's admission into prestigious universities.
Unlike legacy admissions or standard philanthropy, this scandal involved fraud, fabricated
athletic credentials, and systematic exploitation of admissions loopholes. While Oxford itself
has not been directly implicated in similar scandals, the reputational fallout serves as a
cautionary tale.

This case displays that donor-linked admissions bring systemic inefficiencies via moral
hazard. Institutions may, unintentionally, create shadow markets for access, where backdoor
routes become normalized. The perceived legitimacy of university admissions is a form of
public trust capital which, once lost, is extremely difficult to recover. The scandal also

catalysed significant policy reviews across American universities, including tighter
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regulations and increased transparency. Oxford can learn from this: even isolated instances of

compromised admissions can cast a long shadow.

VIII. Addressing the Strongest Counterarguments

Some argue that, in the face of a constrained fiscal climate, donor-linked admissions are a
necessary compromise. Indeed, donor contributions have funded Oxford libraries (Bodleian
Libraries), Nobel-winning research, and enabled thousands of scholarships. But this rationale
fails on three key grounds:

a) Alternative Funding Models and Mechanisms

1) Oxford can expand and diversify its revenue through endowments, spin-offs, international
tuition, public-private research partnerships, etc, all without relying on admission-linked
donations and without compromising any standards.

b) Transparency and Signalling

1) Even if the university admits one student under such a policy, even one opaque admission
decision introduces information asymmetry (Akerlof’s “market for lemons”, 1970),
diminishing the trust in the value of an Oxford degree.

c¢) Sustainability and Brand Value

1) Immediate capital inflow must be weighed against the depreciation of reputational capital
(damage to brand value, alumni trust, and academic culture), which, once lost, is very
difficult to recover. This reputational harm could, in turn, reduce future applications,
donations, and research partnerships, akin to a depreciating asset.

Cases like Jared Kushner’s Harvard admission (following a $2.5M donation) and the U.S.

“Varsity Blues” scandal exemplify how wealth-based access erodes institutional credibility.

CONCLUSION

Ultimately, lowering Oxford’s admission standards for children of wealthy benefactors is a
paradigmatic case of short-term private gain versus long-term social cost. While such policies
provide immediate capital, they incur hidden costs through allocative inefficiency, peer
effects, and reputational damage. Higher education is not a commodity; it’s a vehicle for
human capital formation.

To commodify access is to commodify trust, and in an economy increasingly based on
knowledge and networks, TRUST is the most valuable currency of all. In this case, idealism

is not naive; it is economically rational and institutionally vital.
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