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Abstract 
 

This paper shows how conditional grants can induce government officials to undertake even the 
most controversial policy changes. Specifically, we find that the threat of withdrawal of federal 
funding played a causal role in desegregating Southern schools in the mid-1960s.  We use newly 
collected archival data and exploit quasi-experimental variation in federal funding to show that 
school districts with more federal funding on the line were more likely to move away from 
“token” levels of desegregation, instead desegregating just enough to receive their funds; such 
districts were also more likely to desegregate their teaching faculties, another condition of the 
grants. We emphasize not only that Southern school boards had their price, but that it was a 
substantial one: our estimates imply that on average a district would need to be paid $1,000 per 
pupil to move beyond token desegregation. These financially-induced reductions in segregation 
were important in getting desegregation underway ten years after Brown and encouraging voluntary 
desegregation—as opposed to court-mandated plans—through 1970. 
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