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Analysis
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We consider optimal education policy in models with hierarchical education
systems. While an education system selects students based on admission standards, another education
system controls education enrollments of advanced schools and students are accepted in descending

order according to score of admission exams. Considering competition among students, we obtain an
equivalence proposition of educational standards and enrollments if several conditions are
satisfied. Moreover, we show that free-entry of advanced schools does not lead to Pareto optimality
if either peer effects or asymmetric information problems exist.
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