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Abstract 

This paper uses data from the 1979 and 1997 National Longitudinal Survey of Youth 
cohorts(NLSY79 and NLSY97) to estimate changes in the effects of ability and family 
income on educational attainment for youth in their late teens during the early 1980s and 
early 2000s. Cognitive ability plays an important role in determining educational outcomes 
for both NLSY cohorts, while family income plays little role in determining high school 
completion in either cohort. Most interestingly, we document a dramatic increase in the 
effects of family income on college attendance (particularly among the least able) from the 
NLSY79 to the NLSY97. Family income has also become a much more important 
determinant of college `quality' and hours/weeks worked during the academic year (the 
latter among the most able) in the NLSY97. Family income has little effect on college delay 
in either sample. 
 
To interpret our empirical findings on college attendance, we develop an educational choice 
model that incorporates both borrowing constraints and a `consumption' value of schooling 
– two of the most commonly invoked explanations for a positive family income - schooling 
relationship.  Without borrowing constraints, the model cannot explain the rising effects of 
family income on college attendance in response to the sharply rising costs and returns to 
college experienced from the early 1980s to early 2000s: the incentives created by a 
`consumption' value of schooling imply that income should have become less important 
over time (or even negatively related to attendance).  Instead, the data are more broadly 
consistent with the hypothesis that more youth are borrowing constrained today than were 
in the early 1980s. 
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