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Introduction

Paul T. Hill

Charter schools were born into a hostile environment. For some,
they represented an exciting vehicle of school reform; for others,
especially those in control of the current public school system,
they were a threat.

Charter schools are publicly funded schools operated by in-
dependent groups under contract with government agencies.
They provide an alternative to traditional public schools, which
are all operated by bureaucratically organized school districts.
Charter schools are based on freedom of action and choice. In-
dividual schools can use different teaching methods than the sur-
rounding public schools and make innovative use of time, tech-
nology, and money. No teacher can be assigned to work in a
charter school—schools employ teachers by mutual consent—and
no child can be required to attend a charter school.

The first charter schools opened in Minnesota in 1992, but
by 2006 they had spread to forty-one states. There are now 3900
charter schools serving nearly a million students—large numbers
given how recently the first charter schools emerged and, as we
shall see, the ferocity of opposition they generate. But chartering
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is still a relatively small element of the nation’s public education
system, which educates twenty million students in over 100,000
schools.1

Some state laws make it easy for a group with a new idea to
get a charter, while others erect major barriers. Some state laws
emphasize creation of charter schools in urban areas and encour-
age schools to serve poor and disadvantaged students who need
options, but others do not. Consequently, charter schools serve
disproportionately disadvantaged populations in most states, but
not all.

Everyone wants to know, are charter schools working?2 And
there is an answer: yes, some are, based on the learning rates of
students who attend them, but some aren’t. Their performance
depends on a lot of things including whether they receive as much
money as other public schools in their communities or must do
with a lot less, and whether they have had enough time for teach-
ers and administrators to learn to work together efficiently. It is
very hard to draw generalizations across states with different char-
ter laws, and to reach a bottom-line judgment on a movement
whose schools are mostly new. Charter schools also offer an in-
viting target to critics who can find one or two bad ones to com-
plain about. Though it is unreasonable to expect every charter
school to be effective the day it opens (especially in urban areas
where half or more of the district-run schools are labeled low
performing) opponents are quick to turn localized problems into

1. For rich information about the charter school movement see Greg Vanourek,
The State of the Charter Movement 2005 (Washington DC: National Alliance for
Public Charter Schools, 2005), and Robin J. Lake, et al., Hopes Fears and Reality: A
Balanced Look at Charter Schools in 2005 (Seattle: National Charter School Research
Project, 2005).

2. For a review of evidence on charter performance, see Charter School Achieve-
ment Consensus Panel, Key Issues for Studying Charter Schools and Achievement, a
Review and Suggestions for National Guidelines (Seattle: National Charter School Re-
search Project, 2006).
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indictments of charter schools in general. Unlike district-run
schools, bad charter schools eventually disappear and new ones
take their place. Even if the average quality of charter schools
becomes very high, there will always be some that struggle and
might soon close.

Even before definite bottom-line conclusions about charter
schools in general can be drawn, some things are evident. The
charter movement is alive and well, but facing some serious chal-
lenges. Like humans at the age of twenty, the charter school
movement is vibrant and promising, but no one can be sure ex-
actly what sort of adult will eventually emerge.

Many of the charter movement’s problems are endemic to
what it is trying to do. It is not easy to start new schools. New
schools must make a functioning team out of adults gathered
from diverse places and different experiences. They must define
a coherent approach to teaching and learning, so that families
know what their children will experience in the classroom and
potential teachers will know whether the school is the right place
for them. They must figure out how to judge their own perfor-
mance and when necessary make changes, even in instructional
methods that originally defined the school. In addition, a lot of
things taken for granted in existing schools must be established
from scratch, including basic arrangements for paying the bills,
hiring people, attracting customers, and taking care of buildings
and grounds.

All these challenges have proven difficult, and many charter
schools are taking longer than anyone expected to jell as educa-
tional institutions. This is true in part because the school start-
up process was poorly understood before large numbers of charter
schools started to go through it. Though school districts had
started thousands of schools, the fact that they did not have to
attract parents and teachers who could choose to go elsewhere
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meant that nobody paid much attention to their start-up prob-
lems.

“Jelling” problems are also rooted in widespread high hopes
about charter schools. Thousands of parents and educators had
longed for an opportunity to realize their vision of a good school.
Often, people with different visions found themselves together in
one school. Working out the conflicts in vision, even to the point
of separating into different schools, takes time.

The charter movement has other problems, however, that are
not related to the challenges of starting schools. The state laws
that allow charter schools to exist can also make it very hard for
them to succeed. Charter schools must compete with district-run
public schools for students and teachers, but the competition
takes place on a decidedly un-level playing field. Most state laws
give charter schools less money per pupil than districts get, and
require charter schools to pay for important things that district-
run schools get free, starting with the buildings they occupy.
Charter schools also bear the burden of proof when they seek
permission to enroll students and receive funds, and in most states
they must be re-authorized every three to five years.

This book focuses on ways state laws create an un-level play-
ing field and suggests how state laws and policies can be amended
to give charter schools—and the children they serve—a fairer
chance to succeed.

How the Playing Field Was

Tilted against Charter Schools

Charter school laws are strongly affected by legislative process.
Though the forty-one charter school laws are highly diverse, one
thing is true about how they were enacted: only a handful were
rammed through the legislature as part of a powerful governor’s
defined legislative package. Instead, the vast majority were en-
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acted through the efforts of legislative entrepreneurs who had to
make many deals and overcome powerful opposition in order to
gain votes for passage.

The un-level playing field was built through the legislative
bargaining process. Like so many issues that come before legis-
latures, charter schools had some strong proponents and some
opponents, but many legislators were indifferent or nearly so. To
get the laws enacted, proponents had to seek votes by making
strong claims about how much charter schools would produce
and how little they would cost. They also had to assuage the fears
of others who were not opposed to charter schools but wanted
to make sure key constituencies were protected. At the same
time, entrenched opponents supported by teacher union and
school board lobbies fought against charter schools and called in
political debts to get votes from uncommitted legislators.

School board associations were concerned that competition
from charters could take funds away from their school districts,
and that board members would be held responsible for the per-
formance of schools they did not control. Teachers’ unions feared
that growth of charter schools would shrink public school districts
and reduce the numbers of jobs available for unionized teachers.
Unions also feared that charters would be popular with parents
and teachers, leading to demands for schooling arrangements in-
compatible with teacher collective bargaining agreements.

The need to reassure potential swing voters—who might be
willing to vote for charter schools but were also concerned about
school boards’ and unions’ fears—often led proponents to accept
provisions that tilted the playing field against charter schools. Rel-
evant provisions can be combined into two loose categories: those
sponsored by opponents who preferred to stop charter schools
entirely but were forced to accept them in some form, and those
introduced by proponents in order to attract swing votes by mak-
ing the costs seem low and the benefits seem high.
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Provisions Introduced by Opponents

Field-tilting provisions encouraged by opponents were the more
numerous. In many states, only school districts—which generally
opposed charter schools—were allowed to grant charters. More-
over, laws often did not require districts to consider charter pro-
posals at all, or set the standards to use in evaluating proposals if
they chose to do so. In states where chartering is left entirely to
the discretion of school districts, new charter schools are rela-
tively rare. In Illinois, for example, only Chicago has been open
to chartering, and most other districts in the state have rejected
all charter applications put before them. Some laws gave school
districts a fig leaf—the opportunity to grant charters to some of
their existing schools—considered much less threatening than
new schools that brought new talent and money into public ed-
ucation.

The picture is very different in states where proponents were
able to win multiple routes to chartering—via appeal to the state
if a local district arbitrarily rejects charter applications, and if not
through the local district, then to another possible authorizer in-
cluding a state college, mayor’s office, or nonprofit. In states with
such provisions the charter movement starts more schools, offers
more varied options, and serves more children.

Opponents also won restrictive caps on the numbers of char-
ter schools allowed in a state. Caps were set so low in many
cases—fifteen in Illinois, twenty-five in Massachusetts—that
school districts were exposed to very little financial risk and were
unlikely to experience the pressure of competition. When caps
keep the numbers of charter schools low, they make it difficult
for schools to share expertise, join risk sharing pools to pay for
unexpected costs of special education, and develop active con-
stituencies of families that want the choices charter schools pro-
vide. Caps also discourage private firms from developing lines of
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business providing services—payroll, insurance, lending, em-
ployee benefits, and facilities maintenance—that charter schools
need.

Opponents also tried to make sure charter schools were iso-
lated one-off institutions, by forbidding for-profit firms from
holding charters. This insulated school districts from a kind of
competition they feared—for-profit firms able to use investment
capital to make major financial investments in their school designs
and eager to expand rapidly to exploit economies of scale.

Teacher unions won their own protections at charter schools’
expense, in the form of provisions that limit the time a unionized
teacher can work in a charter school without losing seniority
rights. These arrangements force experienced teachers to choose
between working in charter schools and enjoying the benefits they
have earned through seniority, and thereby reduce charter
schools’ access to qualified staff.

Finally, provisions that force charter schools to pay rent out
of operating funds put them at a financial disadvantage vis a vis
district-run schools. Further, requirements that charter schools
must pay for services that district schools get free—from health
screening to student transportation and teacher training—deepens
charter schools’ financial disadvantage.

Provisions Introduced by Proponents

Three kinds of legislative provision are compromises made by
charter supporters to attract votes. Compromises were necessary;
the alternative was no charter law at all. But the compromises
had practical consequences, often serious.

The first important compromise was limited funding, often as
little as 75 percent of the money school districts would get to
educate the same students. This tilts the playing field because
charter schools must buy goods and services and hire staff in the
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same market as local district-run schools. Lack of money has par-
ticularly adverse implications for teacher hiring. Less money
means charter schools cannot offer the same total pay and benefits
packages as the district-run schools with which they most com-
pete for students. Though charter school teaching is an attractive
job for young college graduates on a mission, these individuals
turn over quickly as they pursue graduate studies or pursue other
missions. Meanwhile, older teachers who pay mortgages and sup-
port families must make rational economic calculations. It is hard
for charter schools to get and keep such teachers.

The second compromise is limited charter terms. Proponents
could tell worried legislatures, “a charter’s term lasts only five (or
in some states three) years, and after that if the government
agency that approved the charter doesn’t like it, the school must
go away.” However, this arrangement has had negative effects on
charter schools. Because they are ensured of existing for only a
short time, and the basis on which renewal decisions will be made
is not always clear, charter schools have difficulty borrowing
money and entering desirable long-term leases for facilities. The
fixed charter term has also discouraged many school districts and
other government agencies from developing a capacity to oversee
charter school performance. Instead, some agencies ignore charter
schools unless scandals arise, waiting to assess the balance of po-
litical support and opposition for a school when its charter comes
up for renewal. This changes the basis of charter school account-
ability, substituting political calculation for assessment of student
learning effects.

The third compromise is charter laws’ silence about the duties
of school districts and other state agencies designated by law to
grant charters. Rather than clarify the duties of authorizers, pro-
ponents avoided firing up school districts’ opposition by saying
nothing about the standards by which charter proposals should
be judged, authorizers’ responsibilities for ongoing oversight, or
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what should be done about low-performing charter schools. Con-
sequently, authorizers were left to define their own responsibili-
ties. Though some thought hard about what it meant to hold
schools accountable for performance, not compliance, most did
not. Some authorizers granted charters and then ignored the
schools entirely, leading to preventable disasters in cases of
schools that had never developed the basic capacity to manage
instruction. Under such authorizers, even the most conscientious
charter school leaders did not know for what they would be held
accountable.

Once it was possible to assemble enough votes for passage of
a charter school law, even one with many problems, proponents
had a strong incentive to press for a vote before other issues might
cause new controversies. Thus, a great number of questions were
left to administrators and school districts to resolve. These in-
cluded charter schools’ access to publicly owned school buildings,
rights to special education services for their students, teachers’
access to publicly funded pension plans, and claims to services—
like transportation and payroll—that school districts normally
provide free to public schools.

In practice, these issues were virtually all resolved to charter
schools’ disadvantage. In most states, charter schools not only re-
ceived less money per pupil than school districts spend on their
own pupils; they also had to pay for things that district-run pubic
schools did not. This included facilities, which district-run schools
receive free and are built and maintained from separate capital
accounts, not district operating funds, and pensions, for which
districts normally receive off the books state subsidies.

Table I.1 illustrates how some of the key provisions that tilt
the playing field against charter schools are distributed by state.
The table presents a harsh picture. As this is written more than
half the states with charter schools have caps that limit or rule
out increases in the numbers of charter schools. Of states with



Table I.1 Supply-Limiting Elements in State Charter Laws (bullets
indicate elements that tilt the playing field against charter schools)

State
Caps Severely

Limiting Growth
Only District

May Authorize
Less than Full Per-

Pupil Funding
No For-Profit

Charter Holders

Alaska ● ● ●

Arizona ●

Arkansas ● ● ●

California ● ●

Colorado ●

Connecticut ● ● ●

Delaware ●

D.C. ●

Florida ●

Georgia ● ● ●

Hawaii ● ● ●

Idaho ● ● ● ●

Illinois ● ● ● ●

Indiana ● ● ●

Iowa ● ● ●

Kansas ● ● ●

Louisiana ● ● ● ●

Maryland ●

Massachusetts ●

Michigan ● ●

Minnesota ● ●

Mississippi ● ● ●

Missouri ● ● ●

Nevada ● ● ●

New Hampshire ● ● ●

New Jersey ● ●

New Mexico ● ●

New York ● ● ●

North Carolina ● ●

Ohio ● ● ●

Oklahoma ● ●

Oregon ● ● ●

Pennsylvania ● ●

Rhode Island ● ● ●

South Carolina ● ●

Tennessee ● ● ●

Texas ● ● ●

Utah ● ●

Virginia ●

Wisconsin ●

Wyoming ● ● ●
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caps only California still allows room for large numbers of new
schools (360)—and even that cap is much too low to allow char-
ter schools to enroll a major share of the state’s students. Districts
can still keep a stranglehold on chartering in eighteen states, and
the majority of states provide less money for a student in a charter
school than in a district-run school. Only four states allow for-
profit organizations to hold charters.

As this book documents, however, many charter schools have
found ways to fight their way uphill. Schools have coped by im-
provising, relying on contributed time and money, avoiding the
most hostile environments, and taking risks when the needs of
children required it. Some schools have also failed at these things.

Charter proponents, including elected officials, philanthrop-
ists, and new pro-charter associations, have continued trying to
improve charter laws, by lifting caps and creating more equitable
funding and regulatory arrangements. However, charter oppo-
nents have also remained active, working to hold down the num-
bers of laws and imposing new regulations whenever a problem
in an individual charter school gives them an opening to do so.
Teachers unions have also tried to erode charter schools’ freedom
to hire teachers on the basis of fit, via efforts, generally unsuc-
cessful to date, to organize charter school teachers.

This Book

Succeeding chapters will discuss ways in which adverse provisions
of law and policy create problems for charter schools, and how
charter schools have survived and served families well, against the
odds. A final chapter will suggest how charter schools can be
strengthened by a combination of changes in state law, public
investments in performance-based school oversight, and private
initiatives supported by philanthropy.

In chapter 1, Caroline M. Hoxby provides empirical evidence
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about how legislative provisions affect the numbers of charter
schools that emerge. She shows that the supply of charter schools
is highly elastic, i.e. that it responds strongly to elements of state
law like the funding available to charter schools and the degree
to which charters control their hiring, spending, and instructional
programs. Hostile or inequitable laws suppress the supply of char-
ter schools, and laws offering a more truly level playing field en-
courage formation of many strong charter schools.

In chapter 2, Eric Osberg provides an overview of charter
school funding and costs. He shows how charter school funding
falls short of the amounts available to public school districts, and
how the extra costs they must bear puts charter schools at a fur-
ther financial disadvantage. Osberg considers the value of philan-
thropy and contributed services, but concludes that charter
schools’ funding—and thus their opportunities to serve children
effectively—are arbitrarily limited by state law and policy.

In chapter 3, Paul E. Peterson, Nat Torinus, and Brad Smith
consider the effects of local conditions on the emergence of new
charter schools and other schools of choice. They spotlight Mil-
waukee, where circumstances are especially positive for charters.
Based on the Milwaukee experience they conclude, like Hoxby,
that the supply of schools of choice is highly elastic. The number
and quality of schools of choice depend on official policy and
community politics. A locality that sets moderate barriers to entry
and creates a stable funding and operating environment for
schools is likely to experience rapid growth of new schools. They
argue that quality new schools are most likely to emerge in lo-
calites with accountability systems that can close low-performing
schools, no matter who runs them.

In chapter 4, Chester E. Finn Jr. and Paul T. Hill focus on
the problems of public oversight of charter schools. Though every
charter school must have a funding and performance agreement
with a public agency, the roles of those agencies were poorly
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thought through, and their activities have often created major
barriers to charter school success. The authors suggest how au-
thorizers, still the weakest link in the whole charter school phe-
nomenon, can build capacity for perceptive judgment of school
proposals and responsible performance oversight.

In chapter 5, John E. Chubb considers the problem of scale—
increasing the number and quality of charter schools so they more
fully serve the groups that need them and put school districts
under greater competitive pressure. He examines the relative
strengths of nonprofit and for-profit organizations for this pur-
pose, and concludes that state laws permitting more open com-
petition between schools run by districts, nonprofits, and for-prof-
its would increase the number of charter schools and improve the
overall quality of options available to families.

In chapter 6, Chester E. Finn Jr. assesses the potential for
chartering to foster innovation and experimentation. He notes
that innovation was one of four goals of the charter movement,
and he disagrees with observers who decry the conventionality of
charter schools. He lists ten ways in which charters provide in-
novation in public education. He concludes that even with the
challenges charter schools must face, the charter movement has
attracted new educational, organizational, and financial talent into
public education. Laws and policies establishing a more level
playing field for charter schools would stimulate even more fun-
damental innovation in years to come.

In the final chapter, Paul T. Hill returns to the analysis of
state laws and policies established in this introduction, and sug-
gests how conditions more favorable to charter schools can be
created. The goal should not be to create a structural advantage
for charter schools, but to create a level playing field such that
no publicly funded school is handicapped in its effort to educate
children. Acknowledging the limits of policy change, he suggests
there is a continuing need for philanthropy to help develop re-
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sources that charter schools need and school districts won’t or
can’t provide. But nothing else matters as much as policy change,
which must be achieved in the face of political forces that caused
the playing field to be tilted against charter schools in the first
place. The final chapter sets priorities for policy changes and sug-
gests how charter supporters can organize to make them happen.



1. The Supply of

Charter Schools

Caroline M. Hoxby

Over the past decade, the numbers of charter schools and charter
school students have grown rapidly in the U.S. In the 2005–06
school year, 3,625 charter schools were in operation. Yet, just
thirteen years earlier, in the 1992–93 school year, just a single
charter school operated. In 2003–04, which is the most recent
school year for which we have reliable enrollment statistics, char-
ter schools served 789,025 students, up from the mere handful
with which the lone school had started eleven years earlier. In
spite of all this growth, however, charter schools served only 1.6
percent of American public school students in the 2003–04
school year.

Thus, when someone asks whether charter schools are im-
portant, a reasonable person looking at the statistics might not
know what to say. In fact, the answer depends on whether the
supply of charter schools is elastic. That is, will the supply of
places in charter schools expand so long as there is demand for
them? Or, is the supply of places that currently exists just about
all we will ever see? Some commentators have speculated that
we will simply run out of suitable buildings for charter schools
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or, more importantly, run out of people who are interested in
teaching in them. Such speculations embody the idea that charter
schools are not an elastic part of normal American schooling, but
peculiar institutions that exist as experiments only.

If the supply of places is elastic, then charter schools may well
be an important part of the future of American education—a rel-
evant schooling option for many families and a force with which
regular public schools will have to reckon. If the supply is inelas-
tic, then charter schools may end up being just another special
case that warrants explanatory footnotes. Today, we tend to treat
homeschooling and alternative schools for dropout-prone youth
as special cases.

This study investigates whether the supply of charter schools
is elastic and what factors promote greater supply. It turns out
that differences in states’ charter school laws are the primary rea-
son why the supply of places for students in charter schools differs
across areas of the U.S. If a state’s law simultaneously allows char-
ter schools and creates an environment that is hostile to them,
few places for students are created in charter schools. In contrast,
the supply of charter school places is much greater in states whose
laws create an even playing field between charter schools and
regular public schools. The evidence presented in this study sug-
gests that the key elements of an even playing field are funding
that is commensurate with that of the local regular public schools,
fiscal autonomy, and operational autonomy at start-up. The evi-
dence also indicates that teachers’ unions create an environment
that is hostile to charter schools. At one level, these findings
should hardly come as a surprise. At another level, proponents of
charter schools have often been forced into political compromises
wherein they see a law enacted that provides charter schools with
highly unequal funding and little autonomy. The results pre-
sented in this study suggest that they may be “giving up the baby
with the bath water.”
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Any study of supply must account properly for the factors
that influence demand. This is because the number of charter
school places we observe is the result of the interaction between
supply and demand. Thus, as a bonus of sorts, this study presents
evidence on the factors that raise demand for charter schools.
Simple economics would lead us to expect that there will be
more demand for charter schools in areas where there are families
who do not otherwise get to exercise choice, either because one
or only a few public school districts monopolize the local “mar-
ket” or because they are too disadvantaged to exercise choice. The
latter case might exist, for example, where there is ample choice
among public school districts only for families who are able to
buy a house in the suburbs.

What One Needs to Know about

Charter School Growth

Minnesota was the first state to pass a charter school law, in 1991,
and by the 1992–93 school year, its one charter school was the
pioneer for the nation. Thereafter, other states enacted charter
school laws: California in 1992; Colorado, Georgia, Massachu-
setts, Michigan, New Mexico, and Wisconsin in 1993; and so on.
The entire range of legal enactment dates is shown in Table 1.1.
Within two years of enactment, the typical state began seeing
some charter schools open their doors to students and thereafter
saw relatively steady growth. We can see by examining Figure
1.1, which shows that, once begun, the growth in the number of
charter schools in the U.S. proceeded at a very steady rate. In-
deed, the line is nearly straight from 1997 to 2005, indicating a
stable rate of growth.

Nevertheless, the growth in charter schools was by no means
the same in every state that enacted a law. Mississippi’s law was
passed in 1997, yet the state still had only a single charter school
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Fig. 1.1 Number of Charter Schools in the United States

operating eight years later. At the other end of the spectrum,
Arizona enacted a law in 1994 and had 407 schools operating
eight years later. These and the numbers for all other states are
shown in Table 1.1. As of the 2005–06 school year, the states
with the largest share of their public schools set up as charter
schools were Arizona (21.4 percent), Hawaii (9.5 percent), Flor-
ida (9.0 percent), and Wisconsin (8.2 percent). The District of
Columbia is something of a special case because it contains a city
with no suburbs or rural areas: 31.3 percent of its schools are
charter schools.

As shown in Figure 1.2, national charter school enrollment
also grew at a very steady pace from 1997 onwards. The line
shown on the figure is nearly straight, indicating stable growth.
(The 1997–98 school year is the first for which we have reason-
ably reliable charter school enrollment data. Before that time,
states were inconsistent about classifying schools as charter
schools.) The growth in enrollment was by no means similar in
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Fig. 1.2 Charter School Students in the United States

each state, however. Table 1.2 shows that Kansas, for instance,
passed a charter school law in 1994 and yet had only 0.3 percent
of its students enrolled in charter schools in the 2003–04 school
year. Arizona also passed its law in 1994 but had 8.0 percent of
its students in charter schools by 2003–04. In the District of Co-
lumbia, 16.6 percent of students attend charter schools. All states’
enrollment histories are shown in Table 1.2.

The steady national growth rates in the number of charter
schools and charter school students disguise very substantial var-
iation in growth rates among states. It could be differences in
demand that explains all this variation. Perhaps people in Missis-
sippi and Kansas simply do not want to attend charter schools,
regardless of how available they are. Perhaps people in Arizona,
Hawaii, Florida, Wisconsin, and the District of Columbia are
simply very eager to attend charter schools and will overcome
obstacles to do so. Differences in the environment for supply
could also, however, explain the variation in growth rates. The



Ta
b

le
1

.2
C

h
ar

te
r

S
ch

o
o

l
E

n
ro

llm
en

t,
b

y
S

ch
o

o
l

Y
ea

r

Ye
ar

of
La

w
19

97
–9

8
19

98
–9

9
19

99
–0

0
20

00
–0

1
20

01
–0

2
20

02
–0

3
20

03
–0

4
Pe

rc
en

t
of

Al
lS

tu
de

nt
s

A
la

ba
m

a
0.

0%

A
la

sk
a

19
95

1,
09

7
2,

12
6

2,
30

0
2,

59
4

2,
32

7
2,

57
7

3,
47

6
2.

6%

A
ri

zo
na

19
94

25
,1

28
32

,2
09

31
,1

76
45

,5
96

61
,5

71
56

,6
32

81
,7

23
8.

0%

A
rk

an
sa

s
19

95
70

8
1,

08
3

2,
71

9
0.

6%

C
al

if
or

ni
a

19
92

55
,7

64
73

,9
05

10
4,

73
0

11
5,

58
2

13
2,

80
7

15
6,

69
6

16
6,

20
4

2.
6%

C
ol

or
ad

o
19

93
10

,8
88

13
,9

11
17

,8
22

20
,1

55
24

,6
58

28
,7

85
31

,5
29

4.
2%

C
on

ne
ct

ic
ut

19
96

1,
08

4
1,

87
5

2,
14

8
2,

42
9

2,
59

4
2,

19
8

2,
22

2
0.

4%

D
el

aw
ar

e
19

95
36

5
99

2
2,

71
6

4,
23

0
5,

06
0

6,
24

1
5.

3%

D
.C

.
19

96
23

5
3,

36
4

6,
43

2
6,

94
3

8,
64

4
12

,9
58

16
.6

%

Fl
or

id
a

19
96

3,
12

3
10

,5
61

17
,2

51
26

,8
93

40
,4

68
51

,6
98

67
,4

66
2.

6%

G
eo

rg
ia

19
93

14
,5

22
18

,6
11

11
,0

05
20

,0
66

24
,6

56
25

,7
32

26
,7

52
1.

8%

H
aw

ai
i

19
94

83
2

84
1

79
0

1,
34

3
3,

07
1

3,
35

4
4,

50
2

2.
5%

Id
ah

o
19

98
57

91
5

1,
08

3
1,

47
8

3,
05

6
4,

81
1

1.
9%

Ill
in

oi
s

19
96

2,
11

7
3,

37
9

6,
15

2
7,

55
2

8,
66

1
7,

46
4

11
,7

40
0.

6%

In
di

an
a

20
01

1,
27

1
2,

90
6

0.
3%

Io
w

a
0.

0%

K
an

sa
s

19
94

70
1,

54
5

1,
46

5
1,

94
4

1,
38

9
0.

3%

K
en

tu
ck

y
0.

0%

Lo
ui

si
an

a
19

95
46

3
1,

58
9

2,
44

9
3,

21
2

3,
92

3
4,

73
0

4,
58

5
0.

6%

M
ai

ne
0.

0%

M
ar

yl
an

d
20

03
19

6
0.

0%

M
as

sa
ch

us
et

ts
19

93
6,

36
0

9,
67

3
12

,5
18

13
,7

12
14

,4
46

15
,9

12
17

,9
71

1.
8%

M
ic

h
ig

an
19

93
18

,2
73

25
,2

94
46

,0
78

54
,7

51
64

,5
98

68
,0

72
72

,0
96

4.
1%

M
in

ne
so

ta
19

91
2,

89
2

4,
67

0
7,

79
4

9,
39

5
10

,2
06

12
,1

44
14

,2
10

1.
7%

M
is

si
ss

ip
pi

19
97

34
0

34
7

36
7

35
1

33
5

33
8

0.
1%



M
is

so
ur

i
19

98
4,

30
3

7,
06

1
7,

69
4

9,
74

3
10

,3
04

1.
1%

M
on

ta
na

0.
0%

N
eb

ra
sk

a
0.

0%

N
ev

ad
a

19
97

89
8

1,
25

5
1,

94
5

2,
78

8
3,

91
7

1.
0%

N
ew

H
am

ps
h

ir
e

1.
9%

N
ew

Je
rs

ey
19

96
1,

42
4

4,
00

1
10

,1
79

11
,7

06
12

,5
26

12
,8

04
0.

9%

N
ew

M
ex

ic
o

19
93

4,
56

3
4,

60
1

1,
33

5
2,

69
7

4,
40

4
6,

22
5

0.
5%

N
ew

Y
or

k
19

98
10

,3
96

14
,5

72
0.

0%

N
or

th
C

ar
ol

in
a

19
96

4,
48

8
9,

51
3

12
,6

91
15

,5
23

18
,2

35
20

,4
20

21
,9

55
1.

6%

N
or

th
D

ak
ot

a
0.

0%

O
h

io
19

97
2,

50
9

9,
80

9
14

,7
45

22
,5

69
33

,8
28

45
,8

38
2.

5%

O
kl

ah
om

a
19

99
1,

20
8

2,
13

3
2,

71
2

3,
49

1
0.

6%

O
re

go
n

19
99

10
9

55
9

99
9

1,
95

9
2,

48
7

0.
5%

Pe
nn

sy
lv

an
ia

19
97

97
4

5,
47

4
11

,4
13

18
,9

81
28

,4
53

32
,8

60
41

,1
14

2.
3%

R
h

od
e

Is
la

nd
19

95
19

0
39

7
44

6
55

7
84

3
70

5
1,

02
4

0.
7%

S
ou

th
C

ar
ol

in
a

19
96

15
6

36
4

32
7

48
4

45
9

1,
13

2
3,

15
3

0.
0%

S
ou

th
D

ak
ot

a
0.

0%

Te
nn

es
se

e
20

02
32

4
0.

0%

Te
xa

s
19

95
5,

53
3

18
,5

90
25

,6
87

37
,9

78
47

,0
50

53
,9

84
60

,8
33

1.
4%

U
ta

h
19

98
39

0
53

7
65

6
1,

55
2

3,
23

9
0.

7%

V
er

m
on

t
0.

0%

V
ir

gi
ni

a
19

98
55

81
3

46
4

47
6

0.
0%

W
as

h
in

gt
on

0.
0%

W
es

t
V

ir
gi

ni
a

0.
0%

W
is

co
ns

in
19

93
1,

58
9

2,
06

0
3,

56
1

9,
51

1
15

,2
41

18
,9

98
21

,1
13

2.
4%

W
yo

m
in

g
19

95
10

2
13

2
0.

2%

N
ot

es
:

En
ro

llm
en

t
da

ta
fo

r
ch

ar
te

r
sc

h
oo

ls
is

sy
st

em
at

ic
al

ly
un

de
rs

ta
te

d
an

d
no

t
al

w
ay

s
av

ai
la

bl
e

fo
r

a
st

at
e

th
at

h
as

op
er

at
in

g
sc

h
oo

ls
.

Th
is

is
du

e
to

st
at

es
’

no
t

re
po

rt
in

g
sc

h
oo

ls
’

ch
ar

te
r

st
at

us
in

a
sy

st
em

at
ic

w
ay

.
Th

e
pr

ob
le

m
pa

rt
ic

ul
ar

ly
af

fe
ct

s
ea

rl
y

ye
ar

s
su

ch
as

19
97

–
98

an
d

19
98

–
99

.
M

is
si

ng
da

ta
do

es
no

t
ne

ce
ss

ar
ily

m
ea

n
th

at
en

ro
llm

en
t

w
as

ze
ro

,
es

pe
ci

al
ly

if
Ta

bl
e

1
in

di
ca

te
s

th
at

th
e

st
at

e
h

ad
op

er
at

io
na

l
ch

ar
te

r
sc

h
oo

ls
.

Th
e

so
ur

ce
s

ar
e

au
th

or
’s

ca
lc

ul
at

io
ns

ba
se

d
on

U
.S

.
D

ep
ar

tm
en

t
of

Ed
uc

at
io

n
(1

99
9,

20
00

)
an

d
on

th
e

C
om

m
on

C
or

e
of

D
at

a,
19

98
–

99
th

ro
ug

h
20

03
–

04
sc

h
oo

l
ye

ar
s.



24 Caroline M. Hoxby

environment for charter schools in each state is determined by
the details of its law.

A Brief Survey of States’ Legal Environments

The environment that each state creates for its charter schools is
a function of the law that governs their start-up, operation, and
continuance. Most analysts of charter school laws look at a variety
of indicators but have one simple question in mind: is the state
putting the charter schools on an even playing field or is it crip-
pling their ability to thrive, no matter how good an education
they provide? Several sub-questions are crucial. Do charter
schools have sufficient funding? Is their funding at all commen-
surate with that of regular local public schools? The answers to
these questions matter because, regardless of how efficient and
economical they are, charter schools must hire teachers in com-
petition with regular public schools, they must lease or buy space
in a competitive real estate market, and they must pay utility bills
and the like. It may be particularly hard for a charter school to
succeed if teachers must take a substantial pay cut to work in it.
In addition, charter schools face the same safety, health, facilities,
and accountability standards that other public schools face, so it
is hard for them to provide, say, the same square feet per student
if they have only a small fraction of the budget to spend on a
physical plant.

Another important sub-question is whether a charter school
is fiscally autonomous. It is easiest to understand the importance
of fiscal autonomy by considering the concrete example of a char-
ter school that is succeeding in attracting great numbers of ap-
plicants who are drawn from the local public school district. If
the charter school is fiscally autonomous, it may be able to con-
tinue growing so long as it can expand its operation on whatever
its set per-pupil revenue is. If the school is not autonomous, how-
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ever, its budget is held by its local district and it must negotiate
for the budget’s release. A charter school that is “too” successful
may find itself in a tense conference with officials from the local
district, who may decide that they need to reduce the charter
school’s per-pupil revenue. The officials may even tell the school
that its success is evidence that it is getting too much revenue per
pupil. Clearly, a lack of fiscal autonomy can set off a negative
spiral in which success is punished by financial deprivation. In
such circumstances, charter schools may hesitate to expand for
fear of attracting attention and triggering financial austerity.

Operational autonomy is important as well. While all charter
schools are held accountable for their achievement and certain
outcomes, through their states’ accountability systems and the
federal No Child Left Behind act, not all charter schools have
equal ability to set their own curriculum, salaries, benefit sched-
ule, disciplinary standard, and other matters of management. The
first time that operational autonomy is an issue is at the school’s
start-up. If it lacks autonomy then, it may be forced to accept
operational methods that undermine its ability to succeed. For
instance, in some states, a charter school needs to prove that it
has local support for its start-up (not merely prove that it can
attract students and satisfy state standards). The approval of the
local district is often crucial, in practice, in demonstrating local
support. Yet, the local district may condition its approval on the
charter school’s not growing beyond a certain size, accepting
space in an unsuitable building, being strictly oriented toward at-
risk or dropout-prone students, participating in most or all of the
local district’s purchasing and salary contracts, and so on. Once
the charter school has started up, continuing operational auton-
omy may be an issue.

Although a variety of authors and organizations have surveyed
states’ charter school laws, the analyses that are the most detailed
and consistent over time have been carried out by experts con-
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vened by the Center for Education Reform (2003, 2004) and the
Fordham Foundation (Palmer and Gau, 2003). This study em-
ploys the Center for Education Reform’s ratings simply because
they cover the most states. They are also easily interpretable and
widely known. It is important for a study of this type not to con-
struct its own ratings. It is desirable to have an arms-length re-
lationship between the researchers who rate laws that serve as
potential explanatory factors and the researcher who evaluates
the effects of laws on the supply of charter schools.

For the analysis that follows, which focuses on the most re-
cent enrollment data available (for the 2003–04 school year), the
2003 ratings are the most appropriate ones. Consequently, Table
1.3 shows the Center for Education Reform’s 2003 ratings of
states’ charter school laws. A score of five on an aspect of the law
means that the state puts the charter schools on an even playing
field on this particular dimension. A score of zero means that the
state puts the charter schools at a great disadvantage, relative to
the regular public schools, on this particular dimension. All as-
pects of the law listed in the table are defined with some precision
in the notes below the table. The definitions are from the Center
for Education Reform. The variables that correspond most closely
to the issues of funding and autonomy already discussed are listed
toward the left-hand side of the table.

Consider fiscal autonomy. Arizona, Delaware, Florida, Indi-
ana, Massachusetts, Michigan, Minnesota, and New Jersey all re-
ceive scores of five, indicating that their charter schools’ budgets
cannot be held hostage by their local districts. In Arkansas, Iowa,
Kansas, Maryland, Mississippi, New Hampshire, and Virginia, the
law gets a rating of zero because a local district can hold up a
charter school’s budget with relative ease.

Consider whether charter schools are guaranteed full or rel-
atively full per pupil funding. The District of Columbia, Florida,
Massachusetts, Michigan, and North Carolina all get scores of
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four and a half or above. Their charter schools can afford salaries
and supplies similar to those of regular public schools—though
some caution is necessary here because charter schools are often
left out of state mechanisms that subsidize the purchase or lease
of buildings and other capital. Iowa, Kansas, Mississippi, New
Hampshire, Utah, and Virginia all get scores below one, which
suggests that their charter schools are severely revenue-deprived
compared to the regular public schools with which they compete.

Readers can examine the remaining columns of the table for
themselves. It is important to note that the ratings of various
aspects of a state’s law tends to be correlated with one another.
In other words, states that give charter schools fiscal autonomy
also tend to give them fuller funding, more operational auton-
omy, exemptions from local collective bargaining agreements,
more ability to expand, and so on. This correlation poses some-
thing of a problem: it will prove hard to tell whether it is really
fiscal autonomy or, say, exemptions from local collective bargain-
ing agreements that matter if the two aspects of the law tend to
be both favorable or both unfavorable. In fact, in the analysis that
follows, it is not possible to assign separate credit to each of the
ten aspects of the laws recorded by the Center for Education
Reform. Instead, the analysis focuses on just the first four aspects
listed—this is the maximum that can be used while maintaining
reasonably straightforward interpretation.

Some Pointers on the Analysis that Follows

The data used in the analysis below include the Center for Ed-
ucation Reform’s ratings, shown in Table 1.3; the number of char-
ter schools and charter school students in 2003–04, summarized
in Tables 1.1 and 1.2 derived from the Common Core of Data
(U.S. Department of Education, 1999 through 2005), two U.S.
Department of Education Reports (1999, 2000), and Center for
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Education Reform reports (2003, 2004, 2005). In addition, the
data include characteristics of each county in the U.S., derived
from U.S. Department of Education (2003). The characteristics
selected are those that are likely to affect the demand for charter
schools, and they are further described in the Data Appendix.

In the analysis that follows, a regression is used to show how
supply and demand factors explain the variation among counties
in the number of their students who are enrolled in charter
schools. Regression is a statistical technique that separates the
variation in an outcome—in this case, the number of students in
charter schools—into parts associated with the variation in mul-
tiple explanatory factors. Another regression is used to show how
the same factors explain the variation among counties in the num-
ber of charter schools operating.

The analysis is conducted at the county level because, within
a state, counties differ greatly in their characteristics, especially
the conditions likely to affect demand for charter schools. For
instance, only one county might offer families a lot of school
choice within the regular public sector. Another county might
offer them none. Readers who are interested in statistical details
may wish to know that the standard errors are robust and clus-
tered at the level of the state, owing to the fact that charter school
laws vary only at that level.

Explaining the Number of Students
Enrolled in Charter Schools

Table 1.4 shows the main results of this study. The factors that
affect the number of charter school students in a county are di-
vided into those that mainly affect the supply of charter schools,
those that mainly affect the demand for charter schools, and those
that affect both supply and demand. The division into these
groups is only approximate. Aspects of the state’s charter school



Table 1.4 Determinants of the Number of Charter School Students
Dependent Variable: ln(Number of Charter School Students in a County)

Main Results

Including
Teachers’

Unionization

Factors that Mainly Affect Charter School Supply
ln(Charter School Revenue Per Pupil, in thousands) 0.42 0.38

Years Since Charter Law Passed 0.58 0.75

Fiscal Autonomy (1–5 scale) 0.81 1.80

Autonomy at Start-Up (1–5 Scale) 0.41 �0.10
Legal/Operational Autonomy (1–5 scale) �1.30 �1.39

Guaranteed Full Per-Pupil Funding (1–5 scale) 0.22 0.02
Share of Teachers Who Are Union Members (0–1 scale) �1.13

Factors that Mainly Affect the Demand for Charter Schools
ln(black students in county) 0.40 0.53

ln(Hispanic and other race students in county) �0.25 �0.26

ln(White students in county) 0.57 0.58

ln(Asian students in county) �0.19 �0.14

ln(households with income less than $30,000) 0.44 0.39
ln(magnet school students in county) �0.04 �0.07
Index of Choice among Public School Districts (0–1 scale) �1.08 �1.44

ln(special education students in county) 0.39 0.43
ln(English language learners in county) 0.09 0.06

Factors that Affect Both Supply and Demand
large city �0.01 �0.01
mid-sized city �0.01 �0.05

urban fringe of a large city �0.30 �0.33

urban fringe of a mid-sized city �0.32 �0.34

large town �0.12 �0.14

small town �0.09 �0.10

rural but inside metropolitan statistical area �0.06 �0.11

rural and outside metropolitan statistical area 0.08 0.05
constant �11.63 �13.70

Notes: The table shows estimates from linear regressions. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage change effect of the explanatory variable.
If the explanatory variable is also in natural log units, then one may interpret the coefficient as the
percentage change effect of a percentage change effect in the explanatory variable. For instance, the
first coefficient shown indicates that if there a 100 percent change in the per-pupil revenue of charter
schools, the number of charter school students would rise by 0.42 or 42 percent. To take another
example, with each year after the passage of a charter school law, enrollment grows by 0.58 or 58
percent. (Remember that charter school enrollment usually starts from a tiny base.) A coefficient that is
shown in bold typeface is statistically significantly different from zero at the 0.15 level. The standard
errors were computed to be robust with clustering at the level of the state. The variables that are
measured on a scale of 1 to 5 are such that a higher value corresponds to more of the property in
question—for instance, more fiscal autonomy. See Table 1.3 and data appendix for details on variables.
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law are listed under supply factors because they influence how
feasible and attractive it is to run a charter school, given the po-
tential population of students. Socio-demographic variables that
describe local students are listed under demand factors because
they describe the potential demanders of charter schools. If, for
instance, English language learners demand charter schools more
or less than other students, the socio-demographic variables will
allow us to account for it. Finally, the series of indicator variables
for different levels of urbanicity are supply factors because it is
harder to run a charter school in an area with dispersed popula-
tion than one with a dense population. This is simply because,
unlike a regular public school that serves a compact geographic
“attendance area,” a charter school must typically gather its stu-
dents from across a few attendance areas. The more rural the
charter school, the more mired it will be in transportation diffi-
culties. The indicators for urbanicity are also related to supply
because the cultural background, employment, and education of
parents who live in cities may make them more or less interested
in demanding charter schools.

The first thing to note about Table 1.4 is that most of the
factors listed have a statistically significant effect on the number
of students enrolled in charter schools. (Coefficients shown in
bold are statistically significantly different from zero at the 15
percent level, and the vast majority of these are statistically sig-
nificant at the 5 percent level.) This tells us immediately that the
supply of charter schools is elastic. If they were not elastically
supplied, there would be little variation in the number of students
in charter schools generated by variables in either supply or de-
mand factors and, as a result, the factors would tend not to have
a statistically significant effect.

Second, the supply factors have sizable effects on charter
school enrollment. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage
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change effect of the explanatory variable. If the explanatory var-
iable is also in natural log units, then one may interpret the co-
efficient as the percentage change effect of a percentage change
effect in the explanatory variable. Remember that charter school
enrollment usually starts from a tiny base so that large percentage
changes may correspond to a smaller number of students than
one might suppose at a glance. The first coefficient shown indi-
cates that if there is a 100 percent change in the per-pupil rev-
enue of charter schools, the number of charter school students
would rise by 0.42 or 42 percent. The second coefficient shows
that with each year after the passage of a charter school law,
charter school enrollment grows by an average of 0.58 or 58 per-
cent. Each point on the fiscal autonomy scale raises the number
of charter school students by 81 percent; a point of initial oper-
ating autonomy has an insignificant effect (but a positive coeffi-
cient); and a point on the guaranteed full funding scale raises the
number of charter school students by 22 percent. Greater con-
tinuing operating autonomy has, however, a negative effect on
charter school enrollment. This result will be left as somewhat
puzzling for now, but it will be explained below.

The right-hand column of Table 1.4 shows what happens to
the coefficients on the supply factors if we introduce a measure
of teacher unionism—specifically, the share of teachers in the
county who are union members. This variable has a large negative
effect: if the share unionized rises by 0.10 (10 percent), then
charter school enrollment drops by 11.3 percent. Also, the inclu-
sion of the unionization variable makes the effect of full funding
drop to zero. The way to interpret this evidence is that a powerful
union presence creates an environment in which charter schools
do not get funding that is commensurate with that of regular
public schools. Thus, unions may have a direct effect on the sup-
ply of charter schools—perhaps by creating a hostile climate—



34 Caroline M. Hoxby

but they also have an indirect effect through their influence on
the law that gets enacted.

The bottom part of the table shows us the effect of demand
factors. For convenience, focus on the column without the un-
ionization variable. The most interesting coefficient is effect of
choice among public school districts. If the choice index rises by
0.25, which corresponds to a shift from two to four districts in
the county, then charter school enrollment falls by 27 percent
(108 � 0.25). Magnet school enrollment has a small and negative
coefficient that is statistically insignificant. This evidence suggests
that magnet schools are not an alternative form of choice that
parents consider to be equivalent to charter schools, probably be-
cause magnet schools have very little autonomy from their parent
districts (relative either to another district or a charter school).
Put another way, families appear to have a demand simply for
exercising meaningful choice over schools—that is, choice over
schools that are sufficiently autonomous to differ. When families
can exercise choice easily within the regular public school sector,
they are less inclined to charter schools.

Black and white students are about equally likely to demand
charter schools, but Asian students are less likely to demand
them. The coefficients on Hispanic and English language learners
may be interpreted together because the vast majority of English
language learners are native Spanish speakers. Interpreted to-
gether, they suggest that Hispanics whose first language is not
English are more likely to demand charter schools, but that His-
panics who are native English speakers are less likely to demand
charter schools. In other words, students who classified them-
selves as Hispanics vary a lot, from recent immigrants to people
whose ancestors immigrated generations ago. It is recent immi-
grants among the Hispanics who demand charter schools more.
There is a large and positive but statistically insignificant coeffi-
cient for students whose families have less than $30,000 in in-
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come. While we cannot conclude that poor students are more
likely to demand charter schools, they do not appear less likely
to do so either. (In fact, the coefficient is just on the border of
being significant so we can rule out poor students demanding
charter schools substantially less than others.) On the whole, the
socio-demographic coefficients suggest that disadvantaged stu-
dents are more likely to demand charter schools. This is not sur-
prising, both because it accords with other evidence on who at-
tends charter schools and because it is sensible. Advantaged
families usually have numerous school choices in the regular pub-
lic and private school sectors, so they are less likely to rely on
charter schools in order to exercise choice.

Finally, the coefficients on the indicators for urbanicity sug-
gest that we are most likely to find charter schools in densely
populated central cities of urban areas or in rural areas. We are
least likely to find them in the suburbs of major cities. This makes
sense. A large district often monopolizes the central city of a met-
ropolitan area, giving central city students little choice. Also, it
should be more feasible to run a charter school in a central city
area (apart from problems associated with buildings). Rural fam-
ilies also tend to lack school choice, especially if they live in a
vast consolidated district. While running a charter school in a
rural area may create transportation difficulties, some rural char-
ter schools are small enough to serve a “pocket” of families who
do not want their children to travel to a district consolidated
school. Also rural charter schools have been pioneers in making
use of the Internet to overcome transportation difficulties.

Which Charter Schools Are Most Elastic?

The Appendix Table presents results that show how the supply
and demand factors affect charter school enrollment among var-
ious subgroups of students. From its results, we can take away a
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few key findings. First, charter school places in the elementary
and middle school grades appear to be more elastic than those in
the high school grades. That is, if a state changes its law so it
provides more of an even playing field for charter schools, it can
expect enrollment to increase more in the elementary and middle
than in the high school grades. Second, commensurate per-pupil
funding is important for increasing the supply of places in charter
schools that will attract enrollment by white students (more im-
portant than it is for black or Hispanic students). This may be
because white students have regular public school options that
are relatively attractive so their families are unwilling to see their
child in a school that appears to be pinched for pennies. Black
and Hispanic students may see their regular public school options
as less attractive, even if they have many resources in theory. This
might be the case because black and Hispanic students dispro-
portionately attend run-down or chaotic schools located in dis-
tricts with high per-pupil spending. Third, fiscal autonomy is im-
portant for increasing the supply of places in charter schools that
will attract enrollment by black or Hispanic students (more im-
portant than it is for white students). One suspects that this is
because black and Hispanic students are more likely to reside in
politicized regular public school districts where tension over a
charter school’s being “too” successful might actually end in its
budget being held up. Finally, higher per-pupil funding and com-
mensurate per-pupil funding are important for ensuring that there
is a supply of charter schools to students who are eligible for free
or reduced-price lunch (that is, within 185 percent of the federal
poverty line). Perhaps because poor children can bring few re-
sources to school from theirs homes, it is harder to run a charter
school on a shoestring if the students being served are poor. Their
families are less able to compensate for materials that the school
lacks.
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Explaining the Number of Charter Schools

Table 1.5 shows results from a regression that attempts to explain
the number of charter schools, as opposed to students. Because,
for a given number of students, the number of schools will rise
if the schools are smaller, this analysis differs from that above
mainly in its emphasis on school size.

On the whole, the supply and demand factors that explain
charter school enrollment also explain the number of charter
schools, in much the same way. There is, however, one exception
that is worth noting. Recall that operating autonomy appeared to
decrease and full funding appeared to increase the supply of char-
ter school places. The evidence in Table 1.5 suggests, in contrast,
that operating autonomy increases and full funding decreases the
supply of charter schools. We can reconcile the results if operating
autonomy combined with much-less-than-commensurate funding
produces numerous but small charter schools. This is only one
possible reconciliation of the results. Others are possible as well.

Summing Up

We have seen that charter schools are elastically supplied. The
evidence suggests that greater demand among families is met with
a greater number of places. We have also seen that supply is
greater in states that have created an environment where charter
schools operate on a more even playing field to that of regular
public schools. Fiscal autonomy, autonomy at start-up, and com-
mensurate per-pupil funding appear to be the key factors that
make a playing field more even, but we should be mindful of the
fact that other aspects of state laws may matter a great deal too:
we cannot sort out the independent role of some aspects of laws
because they are so correlated with the key aspects. If states enact
laws that allow charter schools to compete on an equal footing,



Table 1.5 Determinants of the Number of Charter Schools
Dependent Variable: ln(Number of Charter Schools in a County)

Factors that Mainly Affect Charter School Supply
ln(Charter School Revenue Per Pupil, in thousands) 0.27

Years Since Charter Law Passed 0.28

Fiscal Autonomy (1–5 scale) 1.35

No Need to Prove Local Support (1–5 Scale) �0.20
Legal/Operational Autonomy (1–5 scale) 0.78

Guaranteed Full Per-Pupil Funding (1–5 scale) �0.30

Factors that Mainly Affect the Demand for Charter Schools
ln(black students in county) 0.34

ln(Hispanic students in county) �0.17

ln(White students in county) 0.37

ln(Asian students in county) �0.18

ln(households with income less than $30,000) 0.83

ln(magnet school students in county) �0.06

Index of Choice among Public School Districts (0–1 scale) �0.42

ln(special education students in county) 0.11
ln(English language learners in county) 0.11

Factors that Affect Both Supply and Demand
large city �0.01
mid-sized city �0.07

urban fringe of a large city �0.29

urban fringe of a mid-sized city �0.28

large town �0.11

small town �0.09

rural but inside metropolitan statistical area �0.24

rural and outside metropolitan statistical area �0.12

constant �11.65

Notes: The table shows estimates from a linear regression. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage change effect of the explanatory variable.
If the explanatory variable is also in natural log units, then one may interpret the coefficient as the
percentage change effect of a percentage change effect in the explanatory variable. For instance, the
first coefficient shown indicates that if there a 100 percent change in the per-pupil revenue of charter
schools, the number of charter schools would rise 0.27 or 27 percent. To take another example, with
the average year after the passage of a charter school law, the number of charter schools grows by
0.28 or 28 percent. (Remember that the number of charter schools usually starts from a tiny base.) A
coefficient that is shown in bold typeface is statistically significantly different from zero at the 0.15
level. The standard errors were computed to be robust with clustering at the level of the state. The
variables that are measured on a scale of 1 to 5 are such that a higher value corresponds to more of
the property in questionûfor instance, more fiscal autonomy. See Table 1.3 and data appendix for details
on variables.
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we should expect that they will expand to meet demand. Of
course, the “if” is a big “if”: we have seen that the local prevalence
of teachers’ unions reduces charter school supply, in part by gen-
erating laws with less commensurate funding. The bottom line is
that the details of a charter school law matter. If all laws were
like those of the states with the lowest rated laws, charter schools
would remain just a marginal phenomenon. If all states’ laws were
like those rated highest, charter schools might—in another decade
or so—be a pervasive and important force in U.S. public educa-
tion.

Finally, a variety of results suggest that the families who most
demand charter schools are those who have little meaningful
choice within the regular public school system. In this sense, a
law that puts charter schools on an even playing field with regular
public schools also puts an important population of families on
an even playing field with others.

References

Center for Education Reform. Charter School Laws Across the States:
Ranking and Scorecard. Washington, DC: Center for Education Re-
form, 2003.

Center for Education Reform. Charter School Laws Across the States:
Ranking and Scorecard. Washington, DC: Center for Education Re-
form, 2004.

Center for Education Reform. Explosive Growth in Charter Schools: A
Guide for Charter School Activists. Washington, DC: Center for Ed-
ucation Reform, 2005.

Palmer, Louann Bierlein, and Rebecca Gau. Charter School Authorizing:
Are States Making the Grade? Washington, DC: Thomas B. Fordham
Institute, 2003.

United States Department of Commerce, Bureau of the Census. Census
of Governments: Employment. Electronic data. 1987 Census. Wash-
ington, DC: Bureau of the Census, 1990.



40 Caroline M. Hoxby

United States Department of Commerce, Bureau of the Census. Public
Elementary-Secondary Education Finance Data. Electronic data. Fiscal
years 1998 through 2003. Washington, DC: Bureau of the Census,
2000 through 2005.

United States Department of Education, National Center for Education
Statistics. Common Core of Data Public Elementary/Secondary School
Universe Survey. Electronic data. School years 1997–98 through
2003–04. Washington, DC: National Center for Education Statis-
tics, 1999 through 2005.

United States Department of Education, National Center for Education
Statistics. School District Demographics. Electronic data based on the
2000 United States Census of Population and Housing. Washington,
DC: National Center for Education Statistics, 2003.

United States Department of Education, Office of Educational Research
and Improvement. The State of Charter Schools 1999: National Study
of Charter Schools. Third Year Report. Washington, DC: U.S. De-
partment of Education, 1999.

United States Department of Education, Office of Educational Research
and Improvement. The State of Charter Schools 2000: National Study
of Charter Schools. Fourth Year Report. Washington, DC: U.S. De-
partment of Education, 2000.

Appendix

Data on Enrollment and the Number of Schools

The enrollment and number of schools data used in the regression
analysis come from the 2003–04 version of the Common Core of
Data (U.S. Department of Education, 2005). The original data
are at the level of the individual school, and they are aggregated
up to the level of the county. The Common Core indicates
whether a school is a regular public, charter, or magnet school;
its enrollment by grade; and its enrollment by racial subgroup and
other subgroup (English learner, free-lunch participant, reduced-
price lunch participant, special education participant). The Com-
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mon Core does not, however, contain accurate information on
enrollment in or the number of charter schools in school years
up through 1999–2000. Thus, for the purposes of constructing
Tables 1.1 and 1.2, the dataset was supplemented with infor-
mation from U.S. Department of Education Reports (1999,
2000) and Center for Education Reform reports (2003, 2004,
2005). The published reports are based on at least as much, and
more, data than are in the Common Core. Thus, when a report
and the aggregated Common Core generated different statistics,
the statistics from the report was kept. Upon occasion, statistics
from two reports were in conflict. Because undercounting, not
overcounting, plagues statistics on charter schools, the maximum
enrollment or number of schools was reported where sources
were conflict. Such conflicts, however, were minor in magnitude.
The data are aggregated to the county level.

Data on State Charter School Laws

The data on state charter school laws are from Center for Edu-
cation Reform (2003).

Data on Per-Pupil Revenue in Charter Schools

The enrollment data used for the denominator of this variable are
from the 2002–03 version of the Common Core of Data (U.S.
Department of Education, 2004). The revenue data used for the
numerator are from the 2003–03 version of the Public Elementary-
Secondary Education Finance Data (U.S. Department of Com-
merce, 2005). Charter school revenue and expenditure can be
computed as follows. For single charter schools that are treated
by their states as separate districts, a full set of revenue and ex-
penditure figures are reported at the school level in the Public
Elementary-Secondary Education Finance Data. For the rare charter
schools that are part of a group and are treated by their states as
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a district, a full set of revenue and expenditure figures are re-
ported at group (of charter schools) level in the Public Elementary-
Secondary Education Finance Data. For charter schools that are
dependent on a regular public school district and receive revenue
only from it, the Public Elementary-Secondary Education Finance
Data report the funds transferred from the overseeing district and
received by the charter school. Thus, in order to compute charter
schools’ revenue, each charter school is first classified (indepen-
dent, dependent; single, part of a group) and then the correct
revenue and expenditure measures are associated with each
school. The data are aggregated to the county level.

Other Data

The index of choice among public school districts is a standard
index of deconcentration. To compute it, each school district’s
share of enrollment in the county is calculated. Each enrollment
share is squared, and the sum of the squared shares is calculated.
The sum is subtracted from 1. Enrollment data from the Common
Core (as described above) is used.

The share of households with incomes less than $30,000 in
1999 is taken from the School District Demographics data, which
are at the district level, and aggregated to the county level.

The share of teachers who are union members is taken from
the 1987 Census of Governments (U.S. Department of Com-
merce, 1990), the most recent census of teachers unionization.
The data are collected at the district level; they are aggregated to
the county level for the purpose of this paper.



2. Charter School

Funding

Eric Osberg

Among the many debates among charter school supporters and
their opponents, perhaps none is more contentious than that over
funding. Charter school leaders and their advocates claim that
charters receive less than their fair share of education funds—that
is, less than district schools receive. Opponents counter that char-
ters actually receive more funding than their district counterparts,
and in the process strain district budgets. Questions about
whether charter and district schools serve similar students and
incur similar expenses further complicate these arguments.
Where does the truth lie? This chapter examines charter school
funding nationwide in an attempt to separate fact from fiction.

Previous Research

There has long been anecdotal evidence of a disparity in funding
between charters and traditional district schools. Charter leaders
have occasionally complained of perceived shortfalls, though per-
haps few have listened. Private foundations working with charter
schools have noticed great need among their grantees, as have
others working with charters, and see that they often operate on
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shoestring budgets. However, only a smattering of research re-
ports has confirmed that district schools receive more funding,
per pupil, than do charter schools.

In 2003, the American Federation of Teachers (AFT) released
a large report covering eleven states, entitled Paying for the Vision:
Charter School Revenues and Expenditures. It found that the gap
between charter and district school funding ranged from $549 to
$1,841 per pupil (based on data from 1997–98 and 1998–99,
depending on the state).1 In that same year, RAND studied Cal-
ifornia charters, and while they did not offer much comparative
data on funding, they provided insights nonetheless, reporting
that “[c]harter schools have significantly lower participation than
conventional public schools in categorical aid programs outside
the block grant,” and “[t]he majority of charter schools are strug-
gling with acquiring and financing facilities.”2

In 2004, researchers at New York University’s Steinhardt
School of Education concluded that a typical charter school in
New York State serving a typical set of students might receive
7.2 percent less funding than traditional public schools (and 14.5
percent less in revenue per se, excluding “in-kind” services re-
ceived from the school district). Among elementary schools this
gap reached 9.5 percent, and among schools educating full-time
special education students it amounted to as much as 24.2 per-
cent. The authors aptly concluded, “If charter schools are to have
a fair opportunity to provide new, high quality educational alter-
natives for the public school students of New York State, these
differences should be eliminated.”3

1. “Paying for the Vision: Charter School Revenues and Expenditures,” F. How-
ard Nelson, Edward Muir, and Rachel Drown, American Federation of Teachers,
May 2003.

2. “Charter School Operations and Performance,” RAND Education, 2003, pps.
113–114. http://www.rand.org/publications/MR/MR1700/.

3. Robin Jacobowitz and Jonathan S. Gyruko, Charter School Funding in New
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Finally, in 2004 the Thomas B. Fordham Institute—sister or-
ganization to the Thomas B. Fordham Foundation—commis-
sioned a study from Public Impact’s Bryan Hassel and Michelle
Terrell. Their short analysis found that Dayton’s charters in
2001–02 received $7,510 per pupil, compared to $10,802 for
district schools—a shortfall of 30 percent.4 A small portion of this
$3,300 gap—$421—is attributable to differences in the types of
students served by district and charter schools in Dayton. How-
ever, the bulk of the gap cannot be explained by any such rea-
son—district schools simply received more funding than charters.

However, none of these studies, or the few others not men-
tioned above, could be called definitive on the question of
whether charter schools receive less funding than district schools.
Several of them are purely regional in emphasis, so one might
learn about Ohio or California but not about Arizona, Michigan,
or other states with significant numbers of charter schools. Oth-
ers, such as NYU’s study of New York and the AFT’s Venturesome
Capital (the precursor to its 2003 report mentioned above), study
charter laws and funding formulae to determine how much fund-
ing one would expect charters to receive. As explained below,
reality does not always meet expectations in charter funding, so
it is important that studies be based on funding data, not funding
formulas.

Given the growth of the charter school movement, it is also
important to base any study on data that are as current as pos-
sible. What was true at the beginning of the charter school move-
ment may not be applicable today, as the charters blossomed and

York: Perspectives on Parity with Traditional Public Schools, Institute for Education and
Social Policy, Steinhardt School of Education, New York University, March 2004.

4. Bryan C. Hassel and Michelle Godard Terrell, School Finance in Dayton: A
Comparison of the Revenues of the School District and Community Schools (Chapel Hill:
Public Impact, March 2004). http://www.edexcellence.net/foundation/publication/
publication.cfm?id�330.
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school funding in general grew. The largest study to date—the
AFT’s—used data from 1997–98 and 1998–99. Certainly much
could have changed since that time.

Recent Research

A clear picture of charter school funding emerges when one ex-
amines some of the most recent data available—for the 2002–03
school year—in sixteen prominent charter school states and the
District of Columbia (selected for either the number of charter
students in that state or the quality of their charter school law).5

These states, including D.C., for these purposes, contained over
2,200 charter schools in 2002–03, far more than any prior study
has included. According to the Center for Education Reform’s
statistics, these states enroll 84 percent of American’s charter
school students.

These funding data include all revenues received by both dis-
trict and charter schools in 2002–03 regardless of their sources—
federal, state, local, or even philanthropic funds—and regardless
of their purpose—for daily operations, facilities, or start-up costs.
In this way no receipts are uncounted and one can fairly compare
charter and district school funding. These data also include all
charter and district schools in operation in those seventeen states,
even though the presence of some charter schools in their first
year of operations might skew the results—for example, if a re-

5. The data analyzed here were predominately collected for a project of the
Thomas B. Fordham Institute: “Charter School Funding: Inequity’s Next Frontier,”
by Sheree Speakman, Bryan Hassel, and Chester E. Finn, Jr., published by the Tho-
mas B. Fordham Institute, August 2005. The study covered 2002–03 data, the most
recent year available, and unless otherwise indicated all the figures discussed here
refer to that year. In five states, reliable statewide figures on both charter and district
revenues were unavailable. In those states, the study relies on more reliable numbers
from the state’s large districts to estimate the charter-district differential. See
http://www.edexcellence.net/institute/charterfinance/ for additional details.
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Table 2.1 State Disparities between Charter and District Funding,
2002–03

Gap/State District PPR Charter PPR Variance
Percent
Variance

Approaching Parity
Minnesota $10,056 $10,302 $245 2.4%
New Mexico $9,020 $8,589 ($430) �4.8%

Moderate
North Carolina $7,465 $7,051 ($414) �5.5%
Florida $7,831 $6,936 ($896) �11.4%
Michigan $9,199 $8,031 ($1,169) �12.7%
Texas $8,456 $7,300 ($1,155) �13.7%

Large
Colorado $10,270 $8,363 ($1,908) �18.6%
Arizona $8,503 $6,771 ($1,732) �20.4%
New York $13,291 $10,548 ($2,743) �20.6%
Washington, D.C. $16,117 $12,565 ($3,552) �22.0%
Illinois $8,801 $6,779 ($2,023) �23.0%

Severe
Missouri $12,640 $9,003 ($3,638) �28.8%
Wisconsin (estimated*) $10,283 $7,250 ($3,034) �29.5%
Georgia (estimated*) $7,406 $5,125 ($2,281) �30.8%
Ohio (estimated*) $8,193 $5,629 ($2,564) �31.3%
California (estimated*) $7,058 $4,835 ($2,223) �31.5%
South Carolina (estimated*) $8,743 $5,289 ($3,453) �39.5%

State Average (weighted
by charter enrollment) $8,504 $6,704 ($1,801) �21.7%

*In five states, we were unable to obtain statewide data on charter and/or district revenues. In those
states, we used data from large districts as a proxy. Full details on this calculation appear in the
methodology section and the state chapters.

cently-opened school received a start-up grant but had few stu-
dents. The only schools excluded are those without reliable data.

The results of such an analysis are striking (table 2.1). In these
seventeen states, charter schools faced an average funding short-
fall of $1,801 per pupil in 2002–03. While a district school could
expect to receive $8,504 per student, a charter could only count
on $6,704, a difference of 21.7 percent. Nine states faced much
worse shortfalls, ranging as high as $3,638 per pupil in Missouri.

The most egregious gaps, in percentage terms, existed in



50 Eric Osberg

Georgia, Ohio, California and South Carolina, where charter
schools could expect to receive only two-thirds of the resources
of district schools. The gaps occurred in large charter states like
Arizona, with 457 charters operating in 2002–03, and small char-
ter states like Illinois, with just twenty-two charter schools. In
only two states did funding approach “parity” between charter
and district schools, and in those (Minnesota and New Mexico)
non-recurring start-up funds for charter schools may have con-
tributed to the results. Nowhere can one safely conclude that a
state funded charters perfectly fairly. Indeed, the pattern is
clear—inequity was the norm.

The situation appears even worse when one examines the
large urban districts within those seventeen states, suggesting that
the neediest of students are (perhaps not surprisingly) subject to
the greatest hardships (table 2.2). Among twenty-seven large dis-
tricts, the average funding gap between charter and district
schools in 2002–03 was $2,256 per pupil, or 23.5 percent. Char-
ters in Atlanta, San Diego and Greenville, South Carolina—cities
with the largest gaps—were expected to make do with only three-
fifths of the per pupil revenue of a typical district school. In Al-
bany, charters received nearly $5,000 less per pupil than their
district counterparts.

Since charter-district comparisons within a single district are
more likely to be among similar types of schools, serving com-
parable types of students (whereas comparisons within a state as
a whole can encompass diverse areas, such as urban and rural
districts), it appears fair to conclude that this larger district-level
gap of 23.5 percent is most indicative of the degree to which
charter schools are shortchanged nationwide.

In absolute dollars, the funding a charter school can expect
to receive varies greatly from state to state. But funding gaps cre-
ate significant challenges for charter schools everywhere. They
must buy goods and services in the same local economy as do
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Table 2.2 State Disparities between Charter and District Funding,
2002–03

Gap/District District PPR Charter PPR Variance Percent Variance

Approaching Parity
Albuquerque, NM $7,745 $8,511 $766 9.9%

Moderate
St. Paul, MN $11,876 $10,800 ($1,076) �9.1%
Denver, CO $9,954 $8,755 ($1,199) �12.0%
New York City, NY $12,505 $10,881 ($1,624) �13,0%
Dallas, TX $8,300 $7,125 ($1,174) �14.2%

Large
Detroit, MI $9,899 $8,395 ($1,504) �15.2%
Minneapolis, MN $13,701 $11,575 ($2,127) �15.5%
Houston, TX $7,724 $6,382 ($1,341) �17.4%
Broward Co., FL $7,669 $6,273 ($1,396) �18.2%
Miami-Dade, FL $7,971 $6,465 ($1,506) �18.9%
Fulton Co., GA $11,748 $9,325 ($2,423) �20.6%
Washington, D.C. $16,117 $12,565 ($3,552) �22.0%
Buffalo, NY $13,197 $10,211 ($2,986) �22.6%
Chicago, IL $8,907 $6,847 ($2,060) �23.1%

Severe
Maricopa Co., AZ $8,743 $6,389 ($2,354) �26.9%
Colorado Springs, CO $8,401 $6,100 ($2,301) �27.4%
St. Louis, MO $12,531 $9,035 ($3,495) �27.9%
Cleveland, OH $10,732 $7,704 ($3,028) �28.2%
Los Angeles, CA $7,960 $5,653 ($2,307) �29.0%
Milwaukee, WI $11,267 $7,944 ($3,323) �29.5%
Wake Co., NC $9,237 $6,510 ($2,727) �29.5%
Kansas City, MO $12,795 $8,990 ($3,806) �29.7%
Albany, NY $15,226 $10,235 ($4,991) �32.8%
Dayton, OH $11,498 $7,614 ($3,884) �33.8%
Atlanta, GA $12,766 $7,949 ($4,818) �37.7%
Greenville, SC $8,477 $5,126 ($3,351) �39.5%
San Diego, CA $8,333 $4,964 ($3,369) �40.4%

District Average (weighted
by charter enrollment) $9,604 $7,348 ($2,256) �23.5%

much better-funded district schools. Charters in San Diego, for
example, made do with just $4,964 per pupil in 2002–03, (com-
pared to district schools’ $8,333) while their counterparts in
Washington, D.C. received a relatively generous $12,565 per pu-
pil (compared to district schools’ $16,117). The higher absolute
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amount in Washington helps explain its wealth of charter
schools—in 2005–06, it has fifty-two schools serving 24 percent
of the District’s public school students.6 Thus it is important to
evaluate charter funding not simply relative to district funding,
but also in terms of differentiations in absolute amounts provided.
States that provide charter schools the least money cannot expect
national charter management organizations—source of many
charter success stories—to develop large numbers of schools
there.

Critics have argued that the data showing charter funding dis-
parities are misleading because districts sometimes provide ser-
vices to charters, such as transportation or the central adminis-
tration of a special education program, and pay for these services
from their own budgets. In some instances, this does happen. But
it is also true that districts can withhold funds from charters for
services they do not need (more on this below). In some states
charters must pay a fee to their authorizers. Thus the fundamen-
tal conclusion that charter schools are inequitably funded relative
to district schools is unchanged.

A funding gap of $1,800 per pupil is large enough to affect
the operations of a school. Consider a typical 250-student charter
school. It could expect to receive $450,000 less than a similar
district school—each year. After a few years, such a school would
find itself cumulatively behind by millions of dollars. One can
imagine what a charter school might do with such funds—hire
ten teachers, create a science lab, stock its library shelves, start
an after-school program. The list is endless, but it is clear that
this gap is significant—and that closing it even partially might
make a difference in the achievement of the students attending
these schools.

6. Jay Mathews, “Why Did I Ignore Charter Schools?” Washington Post, Septem-
ber 27, 2005, http://www.washingtonpost.com/wp-dyn/content/article/2005/09/27/
AR2005092700603.html.
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What Explains These Results?

One must consider the possibility that differences in the students
served by charter and district schools explain the funding dispar-
ities. If district schools serve proportionally more poor students,
special education students, or high school students, then they
would be justified in receiving more funding. Such students are
more expensive to educate, and most funding formulae give them
greater weight. However, closer examination shows that student
characteristics could not have explained these large gaps—though
they could account for part of the disparity in some states.

To understand the potential impact of serving poor students,
one can examine free lunch eligibility. In most of these seventeen
states in 2002–03, charter and district schools served comparable
percentages of poor students. In a few, such as Arizona, D.C.,
Michigan, New York and Texas, charters served considerably
more, and in these states charter schools received less funding
despite serving a more needy (and expensive to educate) popu-
lation.

Only in Colorado, Florida, South Carolina and Wisconsin did
district schools serve proportionally more free-lunch eligible stu-
dents, and analysis shows that these discrepancies could only mar-
ginally affect the funding gaps we found. For example, in 2002–
03 South Carolina exhibited large differences in the percentage
of students eligible for free and reduced price lunch, with 36.2
percent of district students and just 10.7 percent of charter stu-
dents eligible. Comparing two hypothetical 250-student charter
and district schools, the district school is likely to serve approxi-
mately sixty-four more free-lunch eligible students than the char-
ter school. If these students each carried an additional $2,000 in
funding, the district school would receive $128,000 more than
the charter. However, the real funding gap is $863,000 with dis-
trict school’s failure. Student poverty accounts for less than 15
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percent of the total funding gap between the two schools. In
other words, the more needy population in district schools can
account for less than one-sixth of the funding gap.

Similar conclusions arise when glancing at grade levels served,
though this is more difficult to analyze because so many charter
schools operate non-traditional grade configurations (such as K–
12 or K–8). Finally, though special education data were not avail-
able on a state-by-state basis for 2002–03, SRI has shown that
charter schools typically serve a lower percentage of special ed-
ucation students than do district schools—9 percent versus 12
percent.7 Such a difference would affect funding, but should not
account for more than a slight portion of the funding gaps de-
scribed above. Consider again two 250-student schools. If 99 per-
cent of the charter students and 12 percent of the district students
were classified special education, the difference would be eight
students. If each special education student received an additional
$8,000 in funding (a reasonable approximation of the additional
funding available to special education students),8 the per-pupil
funding for the district school as a whole would rise by $256, or

7. “Evaluation of the Public Charter Schools Program: Final Report,” SRI Inter-
national, July 2004; http://www.sri.com/news/releases/12-09-02.html.

8. In 2002 the President’s Commission on Excellence in Special Education re-
ported that in 1999–2000, “total spending used to educate the average student with
a disability was an estimated $12,639. This amount includes $8,080 per pupil on
special education services, $4,394 per pupil on regular education services and $165
per pupil on services from other federal, special needs programs.” (See “A New Era:
Revitalizing Special Education for Children and Their Families,” President’s Com-
mission on Special Education, July 1, 2002, p. 30. http://www.ed.gov/inits/commi-
sionsboards/whspecialeducation/index.html.)The Commission also reported that “the
U.S. Department of Education now estimates that, as a nation, we are spending about
90% (1.9 times) more on the average eligible student for special education than we
do on the average general education student with no special needs.” (p. 31) Ninety
percent of the average charter school per-pupil funding ($6,704) would be $6,034
and of the average district per-pupil funding ($8,504) would be $7,654. Thus $8,000
is an appropriate approximation for the simple analysis presented above.



55Charter School Funding

just 14 percent of the $1,801 funding gap observed between char-
ter and district schools.

Thus one can be skeptical of claims that district schools de-
serve greater funding than charter schools because of differences
in students served. On average, charters are overwhelmingly un-
der-funded in comparison to district schools, even when consid-
ering the types of students they serve.

Why is this so? There are a number of important reasons,
many of them rooted in state policy. The most important reasons
are examined below.

Local Funding

It is essential to compare charter and district funding by source—
that is, according to whether the funds come from the state (by
formulas or programs), federal government programs, private phi-
lanthropy, or local sources of revenue. Comparison makes it clear
that local funds are an important contributor to the charter school
funding shortfall. Generally speaking, district schools receive a
full “share” of local funds while charter schools receive consid-
erably less. Districts can, and often do, levy taxes to pay for parts
of their operations, and these funds are not all shared with char-
ters. In many of the seventeen states in table 2.1, this is the pri-
mary cause of the discrepancy between district and charter fund-
ing.

To illustrate this point, one can plot the relationship between
the share of local funding in a state—that is, the percentage of
school funding supported by local dollars—and the gap between
district and charter funding. The resulting graph (fig. 2.1) reveals
a powerful relationship.

Though this analysis is admittedly based on a small number
of observations, a pattern is evident. It indicates that 73 percent
of the gap between charter and district funding is related to the
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Fig. 2.1 Relationship between Local Funding and the
Charter Funding Shortfall

Each state is represented by a point, with the state’s charter funding shortfall (as a
percentage) on the vertical axis and the portion of school funding that comes from
local sources on the horizontal axis.

state’s reliance on local funding of education. In Missouri and
Illinois, for example, district schools relied on local funding for
over 50 percent of their funding, and the charter funding short-
falls were 29 percent and 23 percent, respectively.

States often recognize this problem and attempt to rectify it;
in about half of these seventeen states, charters received a greater
share of state funding than did district schools. For example, in
2002–03 Arizona offered district schools between $3,208 and
$3,390 per pupil in state funding (varying depending on enroll-
ment and grade level), which, when added to certain program
grants, brought total state funding for district schools to $3,770
per pupil on average. Recognizing that district schools received
more local funding (about $3,000 per pupil more) than charters,
Arizona offered charter schools about $5,400 per pupil—an ad-
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vantage of $1,600 per pupil. However, this additional state fund-
ing only offsets half the shortfall in local funding, ultimately leav-
ing charter schools about 20 percent poorer than district schools.

Similar situations occur in other states, and the example of
North Carolina shows that it is possible to minimize the impact
of local revenues on the charter funding gap. There, policymakers
have addressed the problem, as the state requires local districts
to pay charters their full share of local funding. The process ap-
pears to work reasonably well; charters received just $200 less in
local funding per pupil than district schools, and the total funding
gap was just 5.5 percent (about $400).

Facilities Funding

Most charters are denied facilities funding. This problem is inter-
twined with their lack of access to local funding, because facilities
funding often derives from local sources. Only seven of the sev-
enteen states had laws on the books in 2002–03 providing char-
ters access to facilities funding sources enjoyed by districts. In
only five of these did charters receive such funds in practice, and
never in amounts equal to that received by district schools.

The District of Columbia, however, demonstrates that solu-
tions to the facilities funding challenge are possible. D.C. offers
charters a facilities allotment that is designed to mirror the
amount given to district schools. It is not necessarily perfect—it
calculates the charter funding amount based on a rolling five-year
average of district funding, so if district spending rises over time
charters will lag behind—but it is a reasonable solution.9 Other
states are improving charter facilities funding, to varying degrees.
Minnesota, for example, offers charter schools substantial “lease

9. In 2002–03, per-pupil charter facility funding in the District of Columbia
trailed the district school amount, as facility funding for district schools that year
exceeded the average of the five prior years.
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aid” to cover the costs of renting buildings. California earmarked
$400 million from a state facilities bond for charter schools
(though as of 2002–03, charters had received none of these
funds). New York City recently released a five-year capital plan
that includes $350 million for charter schools.10 Georgia created
a needs-based facilities fund for charter schools that it funded
with just $500,000 for 2005–06. Obviously such a small amount
cannot fund the needs of an entire state; yet Georgia’s offering is
more than most states provide. More legislators should follow the
lead of policymakers like those in D.C. and aim for parity in
facilities funding between charter and district schools.

Local Education Agency Status

Many federal and certain state education funding programs are
designed to route money through a Local Education Agency
(LEA)—that is, the school district. Districts apply on behalf of
their schools and control the funds they receive. Such a process
can easily exclude charter schools. Only four of these seventeen
states had the foresight to designate charter schools as LEAs for
the purpose of receiving federal funds. Seven other states treat
their charters as LEAs in some circumstances but not in others;
Texas, for example, allows its charters to apply as LEAs for fed-
eral funds but not for certain state funds (such as “Small District
Adjustment” funds, for which charters are typically small enough
to otherwise qualify). Charters without LEA status rely on the
local district to apply on their behalf for certain funds, and dis-
tricts can often retain a portion of the funding to cover their
administrative expenses (whether or not the charters benefited
from any services).

This seemingly minor administrative detail has big conse-

10. 2005–2009 “Children First” Five-Year Capital Plan Overview, available at
http://www.nycsca.org/pdf/capitalplanoutline.pdf.
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quences. Among the states that grant full LEA status to charters
are Minnesota (where charters received $1,083 per pupil in fed-
eral funding) and the District of Columbia ($1,448); those states
which do not do so include Colorado ($273), Florida ($463), and
Illinois ($395), among others.

A charter school (or district) with LEA status does take on a
greater responsibility to educate special education students, as the
Individuals with Disabilities Education Act (IDEA) tasks the LEA
with the responsibility to ensure that all students receive a “free
appropriate public education” (FAPE).11 Thus one might argue
that the fact that some charter schools are not considered LEAs,
and thus face fewer IDEA obligations than their district counter-
parts, justifies a difference in funding between district and charter
schools. However, as the hypothetical situation discussed earlier
demonstrates, differences in special education populations can ac-
count for only a small portion of the funding gap observed in
these seventeen states.

Circuitous Funding of Charter Schools

These funding challenges are exacerbated when charters do not
receive their revenues directly from the state, but rather have it
channeled through the district first. Only four of the seventeen
states avoid this problem; charters in the remaining states face
this situation to a certain extent (the specifics of which vary from
state to state). New Hampshire, though not among the states in
table 2.1, offers a vivid example. In the summer of 2005, one of
the Granite State’s original charter schools was told it could not
reopen because the local district had decided to withhold its
funding. As the Portsmouth Herald reported, “Under the state’s
charter school law, the only funds the state is mandated to pro-

11. For an explanation of these responsibilities see, for example, http://
www.uscharterschools.org/cs/spedp/view/sped_aud/3?x-t�bkgd.view.
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vide for a school is the $3,340 per student allotted for an ‘ade-
quate education.’ The funds pass through local school districts to
the charter schools. But the school district, and later the Franklin
City Council, refused to pass on the money,” with “the Franklin
City Council . . . saying it is needed for local public schools.”12

The school is now closed for at least a year. Though the state has
ordered the city council to send the funds owed to the charter
school, it has yet to do so.13 In another case in Kansas City, a
judge must rule on the district’s decision to withhold $45 million
in funding that charter schools claim is due to them. The district
argues it needs the funds to improve its facilities, in accordance
with a desegregation ruling, and a resolution is still pending.14

Violations of Legislative Intent

Even when legislators appear to have intended for charters to
receive their fair share of funding, they can be denied dollars in
practice. Fifteen of the seventeen states specify in their statutes
that charters should have access to federal funds, but in practice
charters in only seven of these states get access to the same federal
dollars as their district counterparts. Similarly, every state law
indicates that charters should receive state funding, but in eight
of the states charters did not have the same access as district
schools. And as described above, the problems are most pro-
nounced with local and facilities funding. In no state do charters
receive their fair share of either, though nine of seventeen states

12. Kathleen D. Bailey, “Charter schools minus one in New Hampshire,” The
Portsmouth Herald, July 17, 2005. http://www.seacoastonline.com/news/07172005/
news/53167.htm.

13. Melanie Asmar, “Voters pick four newcomers,” Concord Monitor, October 5,
2005. http://www.concordmonitor.com/apps/pbcs.dll/article?AID�/20051005/RE
POSITORY/510050365/1001/NEWS01.

14. Deanne Smith, “Judge rejects most of KC schools’ case,” Kansas City Star,
July 27, 2005.
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intend, through state law, for charters to receive local funding,
and seven states allow for facilities funding.

Georgia provides a good example of how actual funding prac-
tices can stray far from the intent of the charter law. The Georgia
Charter Schools Act specifically states that, “The local board and
the state board shall treat a start-up charter school no less favor-
ably than other local schools within the applicable local system
with respect to the provision of funds for instruction and school
administration and, where feasible, transportation, food services,
and building programs.”15 Unfortunately, in reality, “this clause
has allowed districts to fund charter school expenses on a selec-
tive basis. Most districts withhold a portion of per-pupil dollars
to pay for central administration, school nutrition, transportation,
and other expenses, whether or not a charter schools requires (or
wants) these services.”16

Complexities of School Funding

Some of the under-funding of charter schools occurs because state
finance systems are complex and have existed for years to serve
a system of school districts, not an innovation like charter schools.
Charters, which by their nature are designed to exist outside the
school system, can only integrate seamlessly if legislatures take
care to ensure that all relevant laws and regulations are adapted
as necessary to accommodate these new organizations. Arizona’s
experience with the federal Department of Education offers an
example of this problem. Due to a definition of a “public” school
that precludes those operated by for-profit organizations, as is

15. Georgia Charter Schools Act of 1997, http://www.legis.state.ga.us/legis/
1997_98/leg/fulltext/hb353.htm.

16. Sheree Speakman, Bryan Hassel, and Chester E. Finn, Jr., “Charter School
Funding: Inequity’s Next Frontier,” Thomas B. Fordham Institute, August 2005, p.
56.
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common in Arizona, the Department of Education ruled in
March, 2005, that such charters in that state were ineligible for
federal funds.17 Bureaucratic rules sometimes trump common
sense.

Many charters are overwhelmed by the paperwork and com-
pliance challenges of applying for federal funds. RAND’s 2003
study of California charter schools noted that “Charter school op-
erators are often unsophisticated in completing the forms and car-
rying out the procedural activities that have taken districts years
to master,” and that charter schools may not have the “economies
of scale” that districts enjoy.18 A 2003 study by Policy Analysis
for California Education (PACE) illustrates the results: 43 per-
cent of charter students in 1999 were eligible for free or reduced-
price lunch, though only 4.5 percent of them actually received
“support funded through federal Title I dollars.”19 Certainly not
all of this difference is due to thoughtless rules or laws that ad-
vantage district schools over charters. School funding systems na-
tionwide set up many hoops through which all public schools—
both district and charter—must jump, but such rules of the game
particularly hamper charter schools, which are less experienced,
smaller, and often grappling with the challenges of starting up.
They advantage district schools, experienced in the mazes of bu-
reaucracy. Education financing is in drastic need of a major sim-
plification for the benefit of all schools, but especially for charter
schools.

17. Editorial, “Educrats in Washington Take a Shot at School Choice,” East Valley
Tribune, June 26, 2005. http://www.edreform.com/index.cfm?fuseAction�docu
ment&documentID�2096&sectionID�58.

18. “Charter School Operations and Performance,” RAND Education, 2003, p.
91. http://www.rand.org/publications/MR/MR1700/.

19. “Charter Schools and Inequality: National Disparities in Funding, Teacher
Quality, and Student Support,” Policy Analysis for California Education, April 2003.
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Tactics of Charter Opponents

Many of charter schools’ funding ills arise neither from bureau-
cratic hassles nor well-intentioned but poorly implemented laws.
Charter opponents work to ensure that charters will be weak, and
they fight vigorously against any reforms that might make charter
schools a greater threat to them. Districts themselves are com-
plicit as well, and not just by participating in some of the funding
shenanigans described above. When charter laws are debated, dis-
tricts often complain loudly that “their” funds will be sent to char-
ter schools. Sometimes such complaints result in “hold harmless”
clauses, whereby the financial impact of charters on districts is
diminished or phased in over time. In Illinois, for example, the
state reimburses districts for the impact of charter schools on a
graduated scale—offering them 90 percent of the funds used by
charters in their first year, 65 percent in their second and 35
percent in their third. Such arrangements prevent funding from
truly following the student and perpetuate the gap between char-
ter and district schools.

Worse still, when charters act rationally in response to tight
budgets—perhaps hiring younger, less expensive teachers—they
are subject to criticism for shortchanging their students. Charter
schools have not typically been well organized to respond.
Though charter leaders and their associations bemoan the lack of
funding, they often lack specific data to bolster their claims, and
their pleas can be denigrated as self-interested. Hopefully shed-
ding light on the charter school funding problem will clarify this
debate and enable decisions about school finance to be based on
facts rather than hyperbole.
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Overcoming Funding Inequities

The gap in funding between charter and district schools is signif-
icant and has many roots, but many charters do their best to make
up the gap. Some seek private funding for facilities, but banks
often view them as risky—particularly because, unlike their dis-
trict counterparts, charter schools can be closed. In its report de-
bunking this perception of risk, the Kauffman Foundation la-
ments that “Low-cost, charity-rate loans and mortgages for large
amounts are scarce. And on the conventional market, charter
schools tend to encounter additional charges rather than dis-
counts.”20

Others seek philanthropic support for their schools. The
funding disparities in table 2.1—an average gap of over $1,800
per pupil—exist even after factoring in charters’ ability to find
private donors willing to supplement public funding. It is incon-
ceivable that charters could raise sufficient additional grants, be-
yond the philanthropy they already receive, in order to eliminate
their shortfalls. In the seventeen states for which we have data,
philanthropy is limited; in 2002–03, it totaled less than $100 mil-
lion,21 quite a small portion of the $1 billion dollar gap that ex-
isted that year—or the nearly $2 billion gap that likely exists in
2005–06 across all charter states (assuming the charter-district
funding gap remains at $1,800 per pupil and using the generally
accepted estimate of one million charter students).

Even if fundraising could substantially reduce the funding
gap, it would be an imperfect solution. Raising money is time

20. “Debunking the Real Estate Risk of Charter Schools,” Ewing Marion Kauff-
man Foundation, 2005.

21. Researchers for “Charter School Funding: Inequity’s Next Frontier,” could not
entirely separate philanthropic funds from certain “other” revenue sources, so an
exact total is unavailable. Total “other” sources, including philanthropy, amounted
to $93 million in those 17 states in 2002–03.
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consuming, distracting school leaders from their priorities. It can
also corrupt, causing a school to shift its priorities merely to ac-
commodate the whims of a funder. Perhaps most importantly, it
is unreliable—though some funders do offer multi-year grants,
donations are inevitably short-lived and cannot be counted on to
sustain a school’s operations forever. Managing a school under
such uncertainty adds to the challenges charters school leaders
face.

Changes to state laws represent the only viable long-term so-
lution to these funding problems. Fortunately, some states are
improving their policies. California, for example, passed Assem-
bly Bill 740 in September of 2005, combining twenty-eight cat-
egorical programs, for which charter schools previously had to
apply one by one, into a single block grant. This followed the
recommendation of the Legislative Analyst’s Office that combin-
ing these programs “would result in charter schools being able to
access more categorical funding” and “would thereby address the
current discrepancy in state funding between charter schools and
other public schools.”22 Charter supporters in California doubt
that this will be enough to level the playing field between charter
and district schools,23 and it remains to be seen whether it works
in practice as intended. However, it is encouraging that policy-
makers in California have taken a step to address this longstanding
problem.

One can hope that all states will gradually improve their char-
ter laws; perhaps funding gaps are merely growing pains for the
charter school movement, and they will narrow over time. Un-
fortunately, the data provide no evidence of this. If we plot state-
level funding gaps against the years in which each state passed its

22. “Assessing California’s Charter Schools,” Legislative Analyst’s Office, January
20, 2004.

23. Kenneth Todd Ruiz, “Charter School Funding Simplified,” Inland Valley
Daily Bulletin, October 6, 2005.
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initial charter school law, no discernable pattern emerges. Min-
nesota was the first charter state, in 1991, and its funding is more
equitable than most. Georgia and Wisconsin, which followed
shortly thereafter in 1993, still provide 30 percent less funding
to their charter schools than to their district schools. Other early
adopters such as Michigan (1993, 12.7 percent gap), Colorado
(1993, 18.6 percent gap), and Arizona (1994, 20.4 percent gap)
show similar inertia toward eliminating their funding gaps.24

State Policies Must Change

The lesson for charter supporters is clear: they need to become
actively involved in designing and championing improved charter
laws in their states. As shown above, there are numerous im-
provements that would help reduce the funding gap between
charter and district schools. Facilities funds could be provided to
charter schools, on par with district schools. Financing arrange-
ments could be designed to be more direct, with money flowing
straight to charters rather than through district schools. And char-
ter schools could more often be given the opportunity to apply
directly for all state and federal programs available to district
schools.

However, as helpful as these solutions would be, they would
be mere band aids on the problem of charter funding. To elimi-
nate existing inequities, two fundamental improvements to school
funding are needed. First, when funding education, states must
reduce their reliance on local property taxes and increase the
state-funded share. Such a change would reduce inequities be-
tween rich and poor districts, and it would also minimize the
greatest source of inequity between charter and district schools:
districts’ unique ability to supplement their state and federal dol-

24. Center for Education Reform “Ranking Scorecard,” http://www
.edreform.com/_upload/ranking_chart.pdf.
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lars with local tax revenues. Such revenues need not disappear—
local citizens should have the right to bear new tax burdens for
the benefit of their district schools—but state policy cannot be
blind to this funding when establishing charter schools. States can
and must design their charter funding policies so that charters
either receive a full share of local funds or receive an additional
amount to offset the local funding received by nearby district
schools.

The second fundamental change is one that would benefit
many constituencies, such as poor and disadvantaged students, as
well as address charter funding inequities: states must begin to
transform their finance systems to truly fund the student, rather
than district arrangements, entrenched educational programs, or
even schools. Old methods of funding no longer suffice in the
education marketplace of today, where virtual schooling, inter-
district choice, and charter schools are just a few of the innova-
tions states have created to coexist with the ancient district-cen-
tered model of schooling. Today we need funding systems that
allocate money by first taking into account each student’s needs—
i.e., adjusting a base amount of per-student funding to account
for the additional expense of students with underdeveloped skills
or requiring special education or English language instruction—
and then ensuring that this funding fully follows the student to
the school he or she attends, whether it be the neighborhood
public school, a district option across town, or even a charter
school. Much would need to change—no longer would a school
be able to depend on a fixed amount of funding regardless of its
enrollment, and as a result principals would be forced (and em-
powered) to think flexibly about the programs they offer. But the
benefits would be tremendous, as resources would be allocated
efficiently—to the schools that need them most, based purely on
the students who attend. Some cities, such as Cincinnati, Hous-
ton and Seattle, have worked on this type of weighted-student
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funding, but this practice needs to transcend the district and form
the core of state funding policies. Charter schools would receive
fair funding as a result, as would schools of all kinds.

Conclusion

Some might argue that charters do not deserve to be funded on
par with district schools: they were designed to show the way
toward a better education system, with higher achievement and,
ideally, less waste. Furthermore, the link between funding and
educational performance is weak, at best. So cannot charter
schools operate more efficiently, on less funding? Perhaps in time
that will prove to be the case. Today, however, charter schools
are paying high start-up costs and often must put resources into
overcoming resistance from unions and school districts. It is un-
reasonable to expect them to both carry those burdens and pro-
vide better instruction with less money than other public schools.
As this volume shows, charter opponents are well-organized and
determined to end charter schools—or at least sharply contain
their growth. They fight to keep charter laws weak, the regulatory
burden heavy, and the caps tight. Charters are striving to prove
they can out-perform traditional schools, but they start at a great
disadvantage. Only if charter schools are allowed to compete on
a level playing field, including fair levels of funding, will we ever
know if they can out-perform traditional public schools. If poli-
cymakers don’t fix the inequity in charter school funding, this
promising reform is at risk.

The education of millions of children is at stake. It has long
been held that all children have the same right to a high quality
education, and that children in poor neighborhoods deserve no
less of an education than those in better-off parts of the same
district. Unfortunately, charter schools have been excluded from
this reasoning. From coast to coast, they receive less funding than
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district schools, an inequity even more alarming given that they
serve so many disadvantaged and minority children. This inequity
must end, whether through improved laws, fine-tuned formulas,
or even legal actions. Charter leaders and their teachers, students
and parents are doing their part to reform our public school sys-
tem. Now it is time for policymakers to respond in kind and
ensure that charter schools remain a viable option for America’s
neediest students.
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Whether or not the supply of schools can meet the parental de-
mand for choice has been central to the school choice debate for
more than a decade. Unfortunately, the two sides to the debate
often carry their argument to the extreme. On the one side, one
finds, to coin a term, the strict inelasticians: Those who assume
that supply will not change in response to an increase in demand.
When model builders make such an assumption, they easily reach
the conclusion that choice systems will necessarily be highly strat-
ified.1 In fact, studies of school choice find increasing stratification

We wish to thank Mark Linnen, Elena Llaudet, and Antonio Wendland for their
assistance in the preparation of this paper. I also wish to thank many in the city of
Milwaukee who agreed to meet with us and provide us with information concerning
the city’s charter, voucher, and public schools, including Alan Borsuk, Howard Fuller,
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Cindy Zautcke, and Superintendent of Schools William Andrekopoulos.

1. See Charles F. Manski, “Educational Choice (Vouchers) and Social Mobility,”
Economics of Education Review 11, no. 4 (1992): 351–69. For a contrasting view see
Terry M. Moe and Kenneth W. Shotts, “Computer Models of Educational Institu-
tions: The Case of Vouchers and Social Equity,” in The Politics of Education and the
New Institutionalism, ed. William L. Boyd, Robert L. Crowson and Hanne B. Ma-
whinney (London: Falmer Press, 1996).
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in contexts where school supply was forced to remain fixed.2 But
one cannot generalize from such situations to those where supply
is allowed to fluctuate.3

On the other side, one finds those who might be called strict
elasticians, those who assume that supply will increase smoothly
as demand increases. Milton Friedman’s essay that helped give
rise to the school choice movement is an example of an elasti-
cian’s argument.4 But it is another matter to assume that supply
will expand rapidly no matter what kind of school choice program
is introduced, especially when that program is the outcome of
political bargains and it falls well short of fulfilling the assump-
tions that Friedman set forth.

In practice, supply response will be affected by two major
factors—(1) legal and political barriers and (2) financial incentives
given to potential suppliers. To study how these two factors affect
school supply, we examined the school choice innovations in the
city of Milwaukee, where the first small voucher experiment be-
gan in 1990 and where much larger voucher and charter inter-
ventions have been in place since 1998. We also gathered infor-
mation on the impact of the choice interventions on existing
public schools.

If one can generalize from the Milwaukee experience, school
supply is quite elastic, responding quickly to changes in parental
demand whenever legal and political conditions are relaxed. Even
if financial arrangements are considerably less than ideal, the sup-
ply grows with demand. But, whether those newly created
schools provide a high-quality education is another matter.

2. Edward B. Fiske and Helen F. Ladd, When Schools Compete: A Cautionary
Tale (Washington DC: Brookings Institution Press, 2000).

3. See, for example, Bryan C. Hassel, The Charter School Challenge: Avoiding the
Pitfalls, Fulfilling the Challenge (Washington DC: Brookings Institution Press, 1999).

4. Milton Friedman, “The Role of Government in Education,” in Economics and
the Public Interest, ed. Robert Solo (Piscataway, NJ: Rutgers University Press, 1955).
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Choice can sustain and enhance existing quality schools and it
can have positive impacts on traditional public schools that must
now take active steps to maintain their enrollments. But when
financial arrangements are inadequate and oversight is lax, some
of the new schools may be of lesser quality. As Howard Fuller, a
vigorous school choice advocate who previously served as Mil-
waukee’s public school superintendent has observed: “I don’t
think I [initially] understood how hard it is to create a really good
school.”5

School Choice in Milwaukee

Milwaukee has the largest, most mature system of school
choice—consisting of both vouchers and charter schools—within
a large American city. It began in 1990 when the state of Wis-
consin established the Milwaukee Parental Choice Program
(MPCP). For the first eight years, MPCP was limited to serving
no more than 1.5 percent of the Milwaukee Public School (MPS)
population, about 1,700 students. It was directed towards low-
income families, who were given a voucher of (initially) up to
$2,500 to pay the cost of sending their child to one of the par-
ticipating private schools. Only a small number of private, secular
schools within Milwaukee, which never numbered more than
twenty-three, participated in the program. Schools could not ask
parents to supplement the voucher with an additional tuition pay-
ment.

The state of Wisconsin enlarged the program in 1996 so that
it could serve up to 15 percent of the MPS population, or ap-
proximately 15,000 students, and sectarian schools were, for the
first time, allowed to participate. However, the program re-
mained limited to low-income families and schools still needed

5. Alan J. Borsuk and Sarah Carr, “A Question of Accountability,” Milwaukee
Journal Sentinel, June 12, 2005.
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Fig. 3.1 Growth of Choice and Charter Schools in Milwaukee,
1997–2005

Sources: Wisconsin Department of Public Instruction.

to accept the voucher as the full tuition payment. The enlarged
program did not become operative until the 1999 school year (a
school year is identified by the chronological year in which it
ends) when a lawsuit objecting to its constitutionality was re-
jected by Wisconsin’s highest court. Ever since, any private school
in Milwaukee, religious or secular, may become an MPCP mem-
ber, provided its application is accepted by the state’s Depart-
ment of Education. Until recently, the state approved most ap-
plications.

In 2005, nearly 13,978 students, just short of the maxi-
mum allowed under the law, were accepting vouchers worth
$5,943 to attend any one of 117 private schools (which in most
cases also had fee-paying students as well). Those numbers rep-
resent a sharp increase from 1999 levels, when participating
schools numbered eighty-six, and enrollment was just 5,800 (Fig-
ure 3.1).
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Supplementing MPCP is Wisconsin’s charter-school program,
first set up in 1993, then enlarged in 1997. Charter schools are
secular, publicly-funded schools that operate under a charter that
grants them autonomy from many state and school district reg-
ulations in exchange for a commitment to fulfill the terms of their
charter, which generally runs for five years. In Milwaukee, the
charter may be obtained from any one of three authorizing agen-
cies established by the state of Wisconsin—Milwaukee Public
Schools (MPS), the city of Milwaukee (the city), or the University
of Wisconsin-Milwaukee (UWM). By 2005, these agencies had
licensed forty-five charter schools serving over 14,562 students,
more than ten times the enrollment in charters only five years
earlier (Figure 3.1).6

Of the forty-five charter schools, twenty-one (with an enroll-
ment of 8,249) were district-controlled schools chartered by MPS,
which have greater flexibility than traditional MPS schools but
are nonetheless subject to many district regulations, including col-
lective bargaining agreements. Thirteen (with an enrollment of
2,610) were independent charter schools authorized by MPS but
operating free of collective bargaining contracts and most other
district regulations. (In Wisconsin, the two types of schools are
labeled instrumentalities and non-instrumentalities, neologisms
avoided here.) The remaining eleven were independent charter
schools (with an enrollment of 3,703) chartered by one of the
other two authorizers.

In 2005 independent charter schools received $7,111 per pu-
pil, nearly 20 percent more than the amount received by schools
in MPCP (Figure 3.2). District-controlled charters receive the
same amount as Milwaukee traditional public schools, which in
2005 was $9,024 plus the sizeable but officially undetermined

6. Milwaukee Area Technical College also has the authority to grant charters
but it has not yet exercised that authority.
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Fig. 3.2 Per-Pupil Allocation in Milwaukee Schools, 1997–2005

cost of employee pensions. Even if pension costs are set to one
side, the $9,024 per pupil expenditure is 20 percent more than
the amount received by independent charters and 40 percent
more than the maximum amount that voucher schools could re-
ceive from the government ($5,943).

Although most choice schools have many fewer dollars per
pupil than do traditional public schools in Milwaukee, the num-
bers of students attending choice schools has increased rapidly
since 1999. By 2005, Milwaukee’s voucher and charter programs
were serving 28,540 students, 23.7 percent of all students being
educated at public expense (Figure 3.3). Another 6,700 of the
Milwaukee students chose to attend public schools outside the
district, lifting the percentage of students exercising choice at the
expense of traditional public schools to close to 30 percent of all
publicly-funded students living in Milwaukee. That is a long dis-
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Fig. 3.3 Enrollment of Milwaukee Residents, by School Type, 2005
Note: Alternate schools are administered by the Milwaukee public schools but are
exempt from many of its standard regulations. They serve specialized, mainly at-
risk populations.
Sources: Milwaukee Public Schools for traditional school enrollment; Wisconsin
Department of Public Instruction for charter school enrollment.

tance from the 10 percent participation rate in Milwaukee’s
voucher and charter schools six years previously. Clearly, the sup-
ply of choice-based schooling within a large central city can be
highly elastic.

Conditions Facilitating Growth in Supply

Economic theory tells us that school supply can be expected to
be highly elastic whenever the barriers to entry are minimal. We
find evidence of this in the Milwaukee experience. Whenever the
political, legal, and financial barriers were relaxed, the supply re-
sponse was enhanced.

Legal and Political Environment

As in most parts of the United States, school choice in Wisconsin
is a highly partisan political issue, with most Republicans and
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Democrats firmly opposed to one another. As a result, shifts in
the partisan composition of the legislature, or the gubernatorial
chair, have translated into new laws, or interpretations of laws,
that have had important consequences for choice school supply.
At the local level, changes in the balance of power within the
MPS’s elected school board have also been of consequence. In
1999, a reform faction, with strong support from the mayor and
the business community, won five seats, gaining control of the
nine-member board. In subsequent years, majority control shifted
back and forth between candidates endorsed by the school reform
movement and those championed by teacher and other unions.
In the last elections, in 2005, the reform faction regained control,
but only by a one-vote margin. In 2006, the teachers union op-
posed the renewal of the school superintendent’s contract and
publicly announced that it plans to challenge reform members up
for re-election in 2007. With power constantly in flux at both
the state and local levels, many compromises have been struck
and many policy adjustments have raised and lowered barriers to
entry into the choice program.

Voucher Schools

In 1999, with the court decision finding the enlarged voucher
program constitutional, important entry barriers fell. Religious
schools could participate, up to around 15,000 students could be
given vouchers, and the amount of the voucher was increased. As
a result, supply changed almost overnight. The number of partic-
ipating schools expanded immediately from twenty-three to
eighty-six, and the number of participating students from 1,497
to 5,761. The major reason for the increment was the inclusion
of schools with a religious affiliation since religious schools con-
stituted nearly 90 percent of the private schools in Milwaukee (as
well as elsewhere in the United States).
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The extremely elastic supply response to the court decision
was due mainly to two factors. First, sectarian schools had con-
siderable available capacity. Many of the sectarian schools had
been built by Catholic and Lutheran immigrants, who had left
Milwaukee for the suburbs, leaving empty places behind. With
an ample supply of under-utilized classrooms, these parochial
schools immediately opened their doors to voucher recipients.
Second, while waiting for the widely anticipated Wisconsin Su-
preme Court decision, voucher supporters prepared the schools
and the students for a favorable outcome. Indeed, while the liti-
gation was proceeding, many of the new voucher students from
low-income families had already begun to attend private schools
on privately-funded scholarships from Parents Advancing Values
in Education (PAVE), an organization funded by community
leaders and the Lynde and Harry Bradley Foundation. In a sense,
much of both the demand and the supply were already in place;
it was simply a matter of waiting for a court suit to be resolved.

Once the decision was handed down and the legal barriers to
entry were reduced to a minimum—all that was required of pri-
vate schools was that they apply for participation to the State
Department of Education and that they possess a building that
passed routine health and safety checks—the number of partici-
pating schools increased steadily. By 2003, the number had ex-
panded to 107, with another rise to 117 by 2005. Enrollment
also rose until it approached the maximum allowed by law.

Charter Schools

Changes in the supply of charter schools have also been strongly
affected by political and legal developments. When the first Wis-
consin school charter law was enacted in 1993, it had little im-
pact. Originally, only two charter schools could be formed in any
one district. Although this provision was later relaxed, MPS, the
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then sole authorizer for Milwaukee, had by 1997 granted only
three charters to schools serving less than 200 students. But in
that year new legislation gave chartering power to the city of
Milwaukee and the University of Wisconsin-Milwaukee. Mayor
John Norquist appointed Howard Fuller to head the city’s Char-
ter School Review Committee and encouraged him to begin
granting charters to schools immediately. The first three schools
approved by the city were up and running by the 1999 school
year, and the first schools approved by UWM were operational
by 2000.

Meanwhile, MPS, too, began approving new charter schools
while at the same time converting traditional public schools to
charter status, both to respond to the competition of the other
authorizers and because pro-choice forces gained strength on the
MPS school board. As part of a legislative compromise, MPS was
given the authority to grant two different types of charters: in-
dependent and district-controlled.

District-controlled charter schools differ from the indepen-
dent schools chartered by MPS in five main respects. First, teach-
ers at district-controlled schools are represented in the collective
bargaining process by the teachers union, while teachers at in-
dependent charters are not. Second, teachers at district-controlled
schools receive all the benefits, including a handsome pension
package that teachers at traditional public schools receive but
teachers at independent charter schools do not. Third, the fund-
ing levels are different. Independent charters are given the same
amount as independent charter schools authorized by the other
two agencies, which in 2005 was $7,111 per pupil. District-con-
trolled charters, however, receive the same amount as traditional
public schools, which in 2005 was $9,024, plus whatever amount
was necessary to sustain the teachers benefit package. Fourth,
MPS assumes the responsibility for identifying an appropriate
physical plant for any district-controlled charter school that was
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Table 3.1 Number of Charter Schools by Authorizer and Source, 2005

District-

Controlled

MPS

Indepen-

dent

UWM

Schools

City of

Milwau-

kee Total

Converted MPS Schools 14 2 0 0 16

Converted Voucher Schools 0 2 2 2 6

New Schools 7 10 5 2 24

Total 21 14 7 4 46

Source: School Choice Wisconsin, 2005b.

not a conversion from an existing public school. In all cases, dis-
trict-controlled charter schools are placed in buildings formerly
occupied by an MPS school. Meanwhile, independent charter
schools are expected to find their own facility, which may or may
not be a former public-school building. Fifth, district-controlled
charter schools are required to pay to the central office a fee of
$887 per pupil (in 2005) for a package of services. That same
year independent charters paid a fee of $306 for a smaller set of
services.

Charter schools may be new schools or schools that have been
converted from some other legal status (Table 3.1). In 2005, two-
thirds of the twenty-one district-controlled schools were conver-
sions from traditional public school status. The remaining seven
were started by former MPS employees. Of the fifteen indepen-
dent schools chartered by MPS, two were converted from tradi-
tional public-school status, two had been voucher schools, and
eleven were newly begun. Of the eleven charters authorized by
the city and UWM, four were conversions from the voucher pro-
gram, while the remainder consisted of start-up schools.

Whether or not conversions from traditional public school
status add to school supply is a question that will be explored
below. In 2005, of the sixteen schools converted from that status,
fourteen were district-controlled while two were independent.
Since 2000, there has been a steady increase in the number of
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conversion schools, though, as of 2006, a further increase in their
number was not anticipated.

Financial Barriers

School formation and expansion are more attractive when gov-
ernment dollars are predictably available for both capital and op-
erating costs. In the case of both the voucher and charter pro-
grams, government reimbursement takes place only after the
educational service is ready to be provided and is often limited
to cover tuition or school operating costs. As a result, new schools
face, on their own, large start-up costs because they must acquire
facilities, hire administrators and teachers long before the school
door opens, and continue to pay employees while the school
awaits reimbursement from the designated government agency.

Voucher Schools

Despite the financial obstacles, many new voucher schools have
been able to form principally because the start-up costs are low
given the limited government regulation to which they are sub-
jected. In addition, private donations have helped with the start-
ups as well as with the expansions. The financial barriers are
lower for elementary schools, which receive the same voucher
amount but need not offer a specialized curriculum or provide
for athletic and other extra-curricular activities. As a result, most
choice schools serve elementary school students. But for both el-
ementary and high schools to grow in capacity, they need to
mount fund-raising campaigns.

Many of Milwaukee’s choice schools have sought support
from PAVE, the organization that funded choice students during
the years the MPCP was stalled in the courtroom. Once the fa-
vorable court decision was handed down, PAVE began to address
supply-side issues. Indeed, it has been an important vehicle
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through which financial support has been channeled from a wide
variety of local corporations and foundations, including the Brad-
ley Foundation, which gave PAVE a $20 million matching grant.

Initially, PAVE played a passive role, reviewing applications
and business plans submitted by those who wished to establish a
school or expand existing operations. With experience, PAVE
learned that a more pro-active strategy was required, simply be-
cause many educators had less well-formulated business plans
than instructional visions. PAVE now works with the identified
highest quality schools in MPCP, helping to develop a strategic
plan, recruit volunteers, build connections to local foundations,
cultivate relationships with banks and contractors, and conduct
the fundraising necessary to create a successful campaign.

Charter schools

For charter schools, the financial constraints vary, depending on
whether they are an independent or district-controlled charter.
As mentioned before, the latter type of school is in the much
more favorable position. It is provided with a physical plant by
MPS; it receives a 20 percent higher reimbursement rate; its em-
ployees are paid by MPS, minimizing cash-flow problems; its staff
recruitment is facilitated by the fact that its employees remain
part of the collective bargaining agreement with all its salaries and
benefits, including a substantial pension. Student recruitment is
facilitated by the fact that students can matriculate directly into
the charter school without first spending a year in a traditional
MPS school, whereas independent charters cannot recruit a stu-
dent until he or she has spent one year in an MPS school.

Not only do independent charter schools receive 20 percent
less per pupil, but they face substantial capital costs as well. Years
of planning may precede the approval of an application to the
chartering agency; once approved, a building needs to be acquired
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and employees must be paid for substantial periods of time before
the charter is reimbursed by the government. Apart from some
federal funds, no government monies enter into a charter-school
account until the month before school opens. Yet expenses do
not wait for the first period bell to ring.

To cover some of these expenses, many independent charter
schools have received a federally funded start-up grant worth any-
where between $10,000 and $150,000 over several years of plan-
ning and/or implementation. In 2002–03 alone, twenty-one of
the thirty-one Milwaukee charter schools received grants totaling
$2.35 million. These grants certainly help, but they are seldom
adequate. To complete the task, the charter must locate financial
backers in the private sector.

Conclusions

Many independent charter and voucher schools have overcome
the financial barriers created by the legal arrangements in Mil-
waukee so that the supply of choice schools has expanded rapidly,
once political and legal barriers were removed. Still, the chal-
lenges faced by many of these schools leaves the open question
as to how much the availability of quality schools has expanded.

Growth in the Supply of Quality Schools

Measuring school quality is a challenging task, of course. Unless
one can compare changes in the educational performance of stu-
dents in choice schools with changes in the performance of a
similar group of students in traditional public schools, one can
not reach any definitive conclusions about their respective qual-
ity. The only studies that have done this were undertaken nearly
a decade ago, and they examined only the initial, secular-only
voucher program. While most of these studies found the voucher
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schools to be more effective,7 the findings concerning this small
program cannot necessarily be generalized to the much larger
choice program now in place. But if definitive evidence is lacking,
there is enough information from independent observers to make
a reasonable, if preliminary, assessment.

Quality of Voucher Schools

The quality of voucher schools is highly variable. On the one side,
one can certainly find areas of great strength, especially among
the long-standing private schools that the program has helped to
preserve. But, on the other side, a significant number of the newly
established schools are quite problematic.

Signs of Program Strength

In the only recent systematic effort to determine the educational
impact of the voucher program, Jay Greene8 compared high
school graduation rates for voucher students attending ten private
high schools with rates at MPS high schools. To estimate gradu-
ation rates in 2003, the last year for which information was avail-
able, for each school, Greene compared the number of high
school graduates with the number of high school freshman at-
tending that school four years earlier, a method he had employed
previously in a nationwide study of graduation rates.9 He esti-
mated that 64 percent of voucher students at the ten schools
graduated from high school, as compared to only 36 percent of

7. For a summary of the findings see Jay Greene, Public Policy Forum, MPS
Outpacing New Charter Schools in Innovation, Achievement, Research Brief, vol. 89,
no. 9 (December 27, 2001).

8. Jay P. Greene, “Graduation Rates for Choice and Public School Students in
Milwaukee,” School Choice Wisconsin, September 28, 2004.

9. Jay P. Greene, “High School Graduation Rates in the United States” (Center
for Civic Innovation at the Manhattan Institute and the Black Alliance for Educa-
tional Options, April 2002).
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those who attended MPS high schools. To adjust for the possi-
bility that voucher students are a select group, Greene also cal-
culated graduation rates for six Milwaukee high schools that had
selective admissions based upon prior academic achievement. The
graduation rate for these six selective schools was only 41 percent,
well below that of the voucher schools. As a further check on his
methodology, he also estimated graduation rates using an alter-
native method proposed by the Harvard Civil Rights Project and
the Urban Institute. Using their technique, voucher schools had
a 67 percent graduate rate, selective MPS high schools had a 49
percent rate, and public schools, as a whole, had a graduate rate
of 39 percent. Clearly, the secondary education provided to
voucher students was superior to that available in MPS high
schools.

Most of these secondary schools were long-standing parochial
high schools that found the program critical to stabilizing their
enrollments.10 Indeed, reporters for the Milwaukee Journal Sen-
tinel, after conducting a multi-part overview of the voucher pro-
gram in the summer of 2005, concluded that “the principal effect
of choice has been . . . to preserve the city’s private schools, many
of them Lutheran and Catholic.”11

Data on private school enrollment justify this observation. Be-
tween 1967 and 1989, the number of students in Milwaukee who
were attending private schools is estimated to have fallen from
nearly 50,000 to just over 34,000. The slide continued during the
1990s and accelerated after 2000, when charter schools became
available, so that today there are only around 22,000 students in

10. According to a researcher at the Public Policy Forum, the ten schools that
had high school voucher students during this period were as follows: Divine Savior
Holy Angels, Learning Enterprise, Marquette University High School, Messmer, Pius
XI, Grandview, St. Joan Antida, Woodson Academy, Believers in Christ Academy,
and Ceria M. Travis Academy. All but two of these schools have a religious affiliation.

11. Alan J. Borsuk and Sarah Carr, “Lessons from the Voucher Schools,” Mil-
waukee Journal Sentinel, June 11, 2005.
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private schools. Of that number, nearly two-thirds are recipients
of school vouchers.12 Were it not for vouchers, the decline would
certainly have been more severe, especially after middle class fam-
ilies had the option of sending their children to tuition-free char-
ter schools.

Most of the private schools participating in the voucher pro-
gram have a religious affiliation. In 2005, more than 10,000 of
the voucher students were attending religious institutions. In per-
centage terms, 39 percent were attending Catholic schools, 13
percent Lutheran schools, 22 percent other religious schools, 20
percent non-religious schools serving African-American students,
and 6 percent “other” schools whose religious affiliation was not
determined.13

Clearly, voucher revenues were helping parochial schools sta-
bilize their operations and enhance their facilities. No less than
sixty-two of the schools participating in MPCP began renovations,
spending an estimated $80 million dollars on improvements in
their physical plant since the choice program began.14 Six either
constructed a new building or added to the existing one, seven-
teen built new classrooms or laboratories, ten updated their elec-
trical systems, eight added non-classroom space, and others
painted and improved their heating and air-conditioning systems,
while a scattering of others enhanced their property with new
roofing, windows, handicapped accessibility, and other improve-
ments.

Some of these expansions have been quite consequential. St.
Marcus, a Lutheran elementary school, mounted a $5 million

12. Data made available by the Milwaukee Public Schools and the Wisconsin
Department of Public Instruction to the Milwaukee Journal Sentinel, June 15, 2005.

13. Bob Veierstahler, “Schools Choice Students Attend,” Milwaukee Journal Sen-
tinel, June 12, 2005.

14. School Choice Wisconsin, School Choice and Community Renewal, September
2005a. School Choice Wisconsin, Accurate Information about School Choice, 2005b.
http://www.SchoolChoiceWI.org.
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campaign that was projected to increase capacity from 130 stu-
dents to a projected 350 students. And Pius XI, a Catholic sec-
ondary school, began work on a new field house that contained
classroom space as well. Meanwhile, the old gym was converted
to a dramatic arts center.

Nor is it just traditional religious schools that have expanded
in the wake of MPCP. In a heartwarming account, Sarah Carr, as
part of the Journal Sentinel’s overview, tells of a new school es-
tablished by Cheryl Brown, both a trained nurse and a pastor of
the Christian church, Believers in Christ, who started a school at
her church, then pursued an education degree to strengthen her
qualifications for the task at hand. The school now includes a high
school, its leaders report that all its graduates have been accepted
into college, and the church has purchased thirty-one acres on
which it plans to build an urban education campus together with
other facilities. “It was a mission from us in the beginning, an old
time actual missionary assignment, a calling,” Brown told the re-
porter.15

Another indication of enhanced quality has been the conver-
sion of six schools from voucher to charter school status. (All six
are secular schools, because religious schools cannot receive a gov-
ernment charter.) The incentives to switch are clear. Charters
receive 20 percent more funding. State reimbursement can be
obtained not just for low-income students but for any student in
attendance, allowing the school to attract middle class families.
Charter schools are also protected from the intense political con-
troversy that continues to surround the voucher program even
after its constitutional status was affirmed by the courts.

To achieve charter status, a school must convince one of Mil-
waukee’s three chartering agencies that their offerings and oper-

15. Sarah Carr, “Mission Accomplished,” Milwaukee Journal Sentinel, June 12,
2005.
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ations justify government recognition, an achievement that re-
quires an extended application. Charter school applicants must
prepare a detailed educational and financial plan that the author-
izing agency finds acceptable, a standard much higher than the
minimum expectations for participation in MPCP.

Not surprisingly, the six schools that switched to charter
status, who served 692 students the last year they were in the
MPCP program, were among the strongest of MPCP’s secular
schools. Bruce Guadalupe, for example, had been one of the stars
of the school voucher program in Milwaukee. Initially established
within the basement of a Catholic church, it was on the verge of
collapse in 1990 when the first, small, secular voucher program
began. Indeed, it was featured in the local news media as the kind
of disastrous school that the new voucher program was about to
fund. But within a few years, it became the pride of the Latino
community on Milwaukee’s south side, winning business and gov-
ernmental support for an expanding enrollment and the incor-
poration of other community programs serving all age groups. It
raised the revenue to construct new, handsome buildings with
modern equipment—even including child care services for em-
ployees. In 2000, MPS welcomed Bruce Guadalupe as one of its
charter schools. Meanwhile, the no less respected Martha Collins
school, Milwaukee College Preparatory School, which serves the
African American community, converted to a UWM charter
school even as it began a $4 million campaign that would allow
itself to expand from 360 to 480 students. Officials at both Mil-
waukee College Preparatory School and Bruce Guadalupe said
that the chance to grow, along with the certainty of having the
cost of educating all their students covered by state payments,
was crucial to their decision to convert to charter school status.
Clearly, the voucher program has helped several schools move
from marginal status to widely appreciated institutions that could
win charter recognition.
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Questionable Voucher Schools

While numerous voucher success stories can be told, not every
school participating in MPCP has a quality reputation. On the
contrary, even Milwaukee’s strongest school-choice supporters
have come to worry about the ease with which new schools, of
problematic quality, have been able to attract students and secure
state reimbursements under the voucher program. An official
closely associated with the Catholic archdiocese of Milwaukee
applauded recent efforts made to discourage weak schools from
coming into being, noting that the effort was “about eight years
too late” but one that was responding to a situation “we never
saw . . . coming.”16 Similarly, choice supporter Robert Pavlik,
director of the School Design and Development Center within
the Marquette University Institute for the Transformation of
Learning, concluded that, as of the summer of 2005, “there are
about ten schools that ought to be closed immediately.”17 The
reporters for the Journal Sentinel put the number somewhat
higher. They reported that they were unable to visit nine of the
115 schools during their overview of the program, leaving them
uneasy about what might have been taking place behind the
closed doors. Inasmuch as schools often refuse access to outsiders,
both to protect student privacy and to keep the school’s focus on
its educational objectives, one should not necessarily draw strong
conclusions from this fact alone. But the reporters also asserted
that “about 10 percent of the choice schools [implying ten to
twelve schools] demonstrate alarming deficiencies” and named
seven schools which left them with what they said were “major
questions.” At one school, there was only one teacher with two
students, about to go to McDonalds. At others, supplies were

16. Alan J. Borsuk and Sarah Carr, “Questionable Scenes,” Milwaukee Journal
Sentinel, June 11, 2005b.

17. Alan J. Borsuk and Sarah Carr, 2005c.
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limited, curriculum undefined, and teachers appeared unquali-
fied.

Although the schools identified as deficient by the Journal
Sentinel enrolled no more than 4.4 percent of all MPCP students,
and some of these schools had just a few students, one, Harambee
Community School, was particularly disappointing. It had been
a major part of the original, secular voucher program and, in
2005, had 346 voucher students. In the cryptic words of the syn-
opsis provided by reporters:

Beset by internal fighting. Has had five principals in five years,
high teacher turnover and financial problems, including former
business manager being charged with stealing up to $750,000.
Many of the teachers walked out briefly in a dispute with ad-
ministrators. Some teachers do not have college degrees, unlike
in the past.18

That a sizeable school that entered the voucher program as long
ago as 1991 is judged to be so problematic in 2005 is certainly
strong evidence that vouchers, by themselves, do not create
strong schools.

Still another sign of the quality problem has been the school
closure rate. Since MPCP began in the 1990–91 school year, four-
teen of the participating schools had closed their operations by
2003, apparently because of financial problems or declining pa-
rental demand. Fortunately, these schools had, on average, many
fewer voucher students than the average MPCP school. In the
final year of their operations, they were serving only a total 642
voucher students, an average of less than forty-six students per
school.

Interestingly enough, eight of these fourteen schools, like Har-
ambee, had been among the twenty-three schools established un-

18. Alan J. Borsuk and Sarah Carr, “Questionable Scenes,” Milwaukee Journal
Sentinel, June 11, 2005b.
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der the original MPCP program that was limited to secular
schools. This translates into a 33 percent closure rate for the
schools that helped inaugurate school choice in Milwaukee. It is
ironic that the original, secular-only voucher program, the one
that sparked the school choice movement nationwide, appears to
have had serious weaknesses. Although a few of the early MPCP
participants, most notably Bruce Guadalupe, capitalized on the
new opportunity created by the program, too many of the secular
organizations spawned by the program appear not to have de-
served the official status given to them.

School choice supporters point out that closing weak schools
is a viable strategy for enhancing the quality of urban education,
a strategy that MPS needs to copy. Nonetheless, in 2005 choice
supporters began taking steps to discourage the formation of new
schools that do not seem up to the task at hand, urging the Wis-
consin Department of Public Instruction to scrutinize the school’s
financial and educational plans before allowing a new voucher
school to open. Their efforts seem to have had an effect. For the
fall of 2006, over fifty additional school entrepreneurs had indi-
cated an interest in joining the voucher program, but, only sev-
enteen were approved by the department, with three applications
still pending in spring 2006.

In sum, access to quality schooling under MPCP has been
made possible largely because of the availability of strong paro-
chial schools predating its inceptions. As established institutions,
they were well placed to open their doors to low-income new-
comers who were looking for alternatives to traditional public
schools. In addition, a few secular schools, Bruce Guadalupe and
Milwaukee College Preparatory School being the paramount ex-
amples, were led by educators capable of leveraging voucher dol-
lars into quality education. But the number of weak and failing
schools participating in the MPCP has been uncomfortably large.
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One can only applaud any steps that are being taken to correct
this situation.

Quality of Charter Schools

It has been the conventional wisdom that conversions from tra-
ditional public school to charter status are changes in name only,
not mechanisms that provide leaders genuinely new opportunities
to create higher quality institutions. Only a new school, with
fresh leadership and innovative ideas, can truly break the dead-
lock in American education. That wisdom may be true else-
where—and, in Milwaukee, it could still turn out to be correct
over the long run. But, at least in the short run, conversion
schools appear to be doing at least as well as other charter schools.
Just exactly why charter conversion has proven to be an effica-
cious school choice strategy requires further consideration.

District-Controlled Schools

Converting a traditional public school to charter status has been
advocated as a way of enhancing the quality of low-performing
schools. Under the 2002 federal law, No Child Left Behind, for
example, schools must be reconstituted, if student test scores fail
to show adequate yearly progress toward state-determined profi-
ciency standards for five consecutive years. One of the reconsti-
tution options is for the school to be converted to charter status.
Although few conversions have thus far taken place under NCLB,
the thrust of the law is based on the assumption that conversion
to charter status should be attempted when all else seems to have
failed.

In Milwaukee, conversion of fourteen MPS schools from a
traditional status to district-controlled charter status has come un-
der completely different circumstances. It is a sign of success, not
failure. MPS schools convert to charter status at the request of
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the school principal, with the support of at least half the teachers
at the school. MPS is unlikely to grant the request unless it has
confidence in the principal and the staff at the school. As a senior
MPS administrator commented, when interviewed by one of us,

When we first started chartering schools in Milwaukee, there
was a general understanding that a [district-controlled] charter
school would be an MPS school that had achieved a level of
success that would allow it to use more flexibility and more
autonomy effectively.

Similarly, MPS school superintendent William Andrekopoulos
commented to a newspaper reporter that converted schools “were
probably doing well before they became charter schools,”19 a con-
clusion also reached by the Public Policy Forum (2001), a Mil-
waukee-based think-tank that studies school choice.20

Principals and teachers seek charter status in order to gain
exemption from various school regulations and certain provisions
of the teacher union contract. For example, charter schools,
though still district-controlled, may select new teachers, not sim-
ply on the basis of seniority, but by a site-based selection com-
mittee (a practice that MPS now appears to be instituting system
wide). Although this committee must still conform to certain un-
ion guidelines (such as interviewing teachers with greater senior-
ity first), it still has more autonomy in the hiring process than do
traditional public schools. Also, the district-controlled charters
have greater capacity to release unsatisfactory teachers that are
either not yet tenured or on probation. Charter schools can also
secure “Memorandums of Understanding (MOUs)” for specific
programs, such as the one at Juneau High School, which has a
special January term. The principal there told our interviewer

19. Sarah Carr, “Number of Milwaukee-area Students in Charter Schools In-
creases,” Milwaukee Journal Sentinel, December 30, 2002, 1A.

20. Jay Greene, Public Policy Forum, MPS Outpacing New Charter Schools in
Innovation, Achievement, Research Brief, vol. 89, no. 9 (December 27, 2001).
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that “it is easy to get the MOU approved by the union because
in most cases we have been able to get 50 to 60 percent of the
staff to buy in, and when we present that data to the union and
the district, it’s easy to get the MOU.” Similarly, the principal at
Fritsche Middle School told us that “if you have a charter, the
union is more flexible with you.”

That said, union regulations still bind district-controlled char-
ter schools. Some principals complained to us that the union,
despite certain concessions, still hinders schools from compensat-
ing teachers according to ability and subject need as well as from
using adequate authority to recruit the most effective teachers.
In an anonymous comment, one admitted:

I have to be honest with you. I don’t really like [the terms of
our status as a district-controlled charter]. We need to have the
ability to hire and fire teachers. Even with . . . site-based hiring,
HR [Human Resources] sometimes sends people over here
based on the contract. We can’t always find the people that
believe the most in our program.

But despite these limitations on their autonomy, district-con-
trolled charter schools enjoy many advantages vis a vis the inde-
pendents.

Independent Charters

Independent charters stand midway between the district-con-
trolled charters and the schools operating within the MPCP
framework. As compared to the latter, independent charters have
decisive advantages, as is evidenced by the fact that six voucher
schools have converted to charter status (while none have gone
in the other direction). Although independent charters must go
through a more rigorous application stage than that required of
MPCP schools, their reimbursement rate is 20 percent larger,
they can be reimbursed for any type of student, not just those
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coming from low-income families, they have the more prestigious
status of a governmentally chartered school, and they escape the
political controversy that still surrounds MPCP.

At the same time, independent charters face many challenges
district-controlled charters escape. They must locate their own
physical plant, they incur many start-up costs, they have a lower
reimbursement rate, and they cannot recruit MPS employees un-
less those employees are willing to forgo a substantial benefits
package. Although private resources have helped independent
charters overcome some of the financial challenges, the task of
raising the money can, as one principal admitted, distract them
from the recruitment of talented teachers and preparation for the
initial school year. Until 2005, no student could enter directly
into an independent charter school; they had to first attend for
one year a traditional public school. In other words, charters had
to be constantly addressing the transfer-student problem. The re-
cent repeal of this provision has certainly been a positive step
forward.

All of these challenges—and others—were evident in the early
years of Milwaukee’s charter program. “The first year we just
muddled through,” said one principal, adding that “everybody’s
first year is really tough.” Another principal admitted that she
came in “not knowing anything about running schools” and, as a
result often felt “a lot of frustration” because she was always strug-
gling just “to get all the administrative stuff done.” Commenting
from the vantage point of a conversion school, one principal ex-
pressed sympathy with start-ups chartered by MPS: The new
schools “would probably have a harder time because they won’t
know all the bureaucracy and they won’t understand many times
how to get things done at Central Office.” The challenges were
so great for three of the twenty-eight independent charter schools
that they closed. Two of those charters were authorized by the
city, which initially had a more lax set of authorizing procedures.
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With the passage of time, however, all authorizing agencies took
increasing care before granting a charter.

As policy analyst Bryan Hassel has observed, “Charter schools,
in addition to being educational institutions, have to succeed as
small businesses; balancing their budgets, negotiating leases, fi-
nancing packages and contracts, and making payroll. Individuals
and small teams . . . are apt to possess some but not all of these
skills and backgrounds.”21 Those abilities, which on their own are
difficult to muster in a start-up team, must be complemented by
expertise in curriculum design, facility maintenance, manage-
ment, and community relations. In addition, independent charter
starters must plan for providing transportation, food service, and
appropriate zoning. Altogether, they represent a daunting, if not
insurmountable, undertaking for many prospective educators.
Building a quality charter school takes time.

Conclusions: Systemic Impact

and Recommendations

While the overall supply of choice schools in Milwaukee has
proven to be considerably more elastic than the supply of quality
schools, the rapid increase in the percentage of students exploring
choice options may still have had a broad, systemic impact on
schools in Milwaukee. With many choices available, public
schools are under pressure to respond to the competition.

Impacts on Traditional Public Schools

Since 1999, MPS schools have suffered a more than 5 percent
enrollment loss, from around 101,000 students to 95,600 in 2005
—even when one considers district-controlled charters to be part

21. Bryan C. Hassel, “Friendly Competition,” Education Next 3, no.1 (Winter
2003).
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of the MPS system. Enrollment declines forced closures of four
traditional public schools in 2005. To forestall a further slide,
MPS has introduced a wide range of policies designed to make
traditional public schools in the city more attractive to parents
and students. Here are just some of the more important actions
that have taken place:

1. In 2001, the school board appointed as its superintendent
someone who had been a renegade principal, one of the first
to convert his school from traditional to charter status. In
2005, the board renewed his contract for another four years,
if only by a divided vote.

2. In 2001, the school board mandated that more than 70 per-
cent of the operating budget in the district “follow the stu-
dent” to the school they entered. In other words, each MPS
school’s budget is partly determined by its enrollment, which
gives principals incentives to take steps to create as attractive
an educational setting as possible.

3. After learning from a system-wide survey of parents that they
prefer K–8 schools to K–5 schools, the number of K–8 schools
has increased in the last few years from eighteen to fifty-six.

4. After learning from the survey of parents that they wish to
have before-and-after school day programs as well as full-day
kindergarten beginning at age four, elementary schools have
been given the opportunity to introduce these programs.

5. With the support of a number of private foundations, small
schools are being formed within large high schools.

6. Outreach and advertising have been increased. For example,
the district spent over $103,000 in TV, radio, and billboard
ads during the two-month period from January to March of
2004. As MPS’s director of student services put it in one of
our interviews: “We were advertising before the choice pro-
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gram began, but it has increased—competition tends to do
that to you.” Individual schools are also conducting their own
advertising campaigns.

While many signs are promising, we cannot be certain that
the increased competition has translated into higher levels of stu-
dent achievement. Still, Milwaukee public school student perfor-
mance on the Wisconsin-mandated test has improved over the
past decade. Between 1997 and 2005, the percentage of third-
graders scoring at or above proficiency levels in reading increased
from 50 percent to 71 percent. And, with just two exceptions,
average test-score performance in all grades increased significantly
in fourth, eighth, and tenth grades in reading, language arts, math,
science, and social studies. While these improvements do not ap-
pear to exceed those achieved in the state as whole, more rigorous
research found larger gains in those public schools that were most
directly impacted by the voucher program than in schools less
directly affected.22 Still, that study was conducted only shortly
after the expanded program was put into place and was unable
to track progress by individual students. We must wait for still
more refined analyses over a longer period of time before coming
to definite conclusions.

In this regard, it is unfortunate that the degree of competition
may have reached a new ceiling. The voucher program is about
as large as the law allows, though voucher proponents were mak-
ing special efforts in the Wisconsin state legislature to allow more
students to participate in the voucher program. Meanwhile, there
is little evidence that a spate of new charter schools will soon be
established. Even as a strong supporter of choice, the current MPS
school superintendent is not expecting much growth in the com-
ing years. Once again, the Milwaukee experience underlines the

22. Caroline M. Hoxby, “Rising Tide: New Evidence on Competition and the
Public Schools,” Education Next 1, no. 4 (Winter 2001): 68–75.
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critical importance of the political and legal situation surrounding
school choice programs.

Recommendations

If the final word on Milwaukee remains to be written, one can
still draw preliminary conclusions about the promises and pitfalls
of its complex system of school choice innovation. On the posi-
tive side, a choice system that engages the private sector, espe-
cially if it includes schools with a religious affiliation, can pre-
serve—and enhance—the contributions these schools have long
made to American education at a time when their future within
central cities is in jeopardy. And a policy of converting successful
public schools to charter status can give talented principals and
staff the flexibility they need to raise their schools to still higher
levels of performance. The possibility of moving from voucher to
charter status can give greater permanence to newly formed but
promising secular schools.

On the negative side, problematic schools will form as well.
A choice program can reduce their number, if not eliminate them
altogether, if it takes such steps as the following:

1. Establish reasonable educational, financial, and physical-plant
requirements before allowing a school to participate in a
choice program.

2. Establish a level financial playing field by providing reimburse-
ments equivalent to the amount received by traditional public
schools operating within the community. With adequate re-
sources, entrepreneurs who have the capability of establishing
quality schools will be more likely to participate.

3. Give principals at successful public schools incentives to con-
vert their school to charter status. In general, charter status
should be a reward for success, not a punishment for failure.
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4. Provide vouchers to students regardless of family income. Any
school-choice program that limits support to those of low-
income creates socially-segregated institutions.

5. Allow direct entry to schools of choice without first requiring
attendance at a traditional public school. Since transfers
among schools are often educationally costly, they should not
be mandated.

6. Provide funding for advance planning and capital costs as well
as arrange for a procedure to help choice schools with their
initial cash flow problems.

7. Create an accountability system that allows for early identi-
fication of low-performing schools.

8. Build a political base of support that can sustain an increas-
ingly competitive system over the long run.





4. Authorizing:

The Missing Link

Chester E. Finn Jr.

and Paul T. Hill

Authorizers, AKA sponsors, were the most neglected part of the
charter school phenomenon in the early days. Though it would
be an exaggeration to say that these new schools were expected
to come into existence via immaculate conception, their parent-
age received scant attention. In Charter Schools in Action, the
2000 book by Manno, Finn and Vanourek that was as careful a
look at the charter world as any at the time, “sponsors” accounted
for no more than half a dozen paragraphs that rather ambiguously
depicted them as second party to the “contract” by which a char-
ter operator was able to launch a school.

Even such primal charter-school theorists as the late Ray
Budde and Albert Shanker paid little attention to the subject of
sponsorship. They focused more on innovative schools than novel
governance arrangements. Ted Kolderie recalls that Budde’s orig-
inal “proposal was actually for a restructuring of the district: for
moving from ‘a four-level line and staff organization’ to ‘a two-
level form in which groups of teachers would receive educational
charters directly from the school board.’” But the school board
was still the school board and would function accordingly.
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Though it would in fact be issuing an “educational charter,” no-
body spent a lot of time or thought on how its role might need
to change as it shifted from bureaucratic to contractual gover-
nance. The emphasis was on the freedom those on the receiving
end would enjoy and the fresh educational opportunities it would
afford.

With time, Budde’s own thinking evolved. By 1996, he could
see in the early charter movement “more powerful dynamics at
work in creating a whole new school than in simply restructuring
a department or starting a new program.” And Ted Kolderie was
picturing wide consequences from ending the “exclusive fran-
chise” of district-wide systems to deliver public education. Yet
the act of authorizing, the nature of authorizers and the hallmarks
of doing this well captured scant interest until recently, even from
those immersed to their eyebrows in the charter pond. Nearly all
of their attention focused on schools and operators, not on the
public bodies that license them to operate.

In retrospect, this is understandable. People who were eager
to start their own schools wanted and needed permission to pro-
ceed but had no interest in becoming entangled with government
overseers, especially if these were local school boards, which were
prone reflexively to impose new rules whenever problems arose.
Early in the charter movement, school boards also saw charter
schools as something inflicted upon them by the state. These
breakaway schools could take money previously controlled by dis-
tricts and need not respond to every change in district policy—
an alarming development from the boards’ perspective. Board
members were reinforced in this by denizens of their district cen-
tral offices, who also felt a loss of control and feared that, despite
their limited leverage over charter schools, they would be blamed
for failures.

With the benefit of hindsight, we can see that few legislators
or governors thought deeply about this new form of public-ed-
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ucation governance. Perhaps picturing charter schools as akin to
“magnet” or “alternative” schools, most state policymakers simply
assumed that local districts would add sponsorship to their brim-
ming plates. The many vested interests of public education en-
couraged this assumption, by doing their utmost in the political
horse-trading around charter laws to ensure that only local boards
would have this authority. Indeed, confining sponsorship to local
school districts would prove to be a powerful inhibitor of the
charter movement—which is precisely why the teachers’ unions,
school board associations and superintendents’ groups wanted it
that way.

Exceptions were made, however, and not surprisingly the first
people to pay close attention to authorization itself were the
heads of a few special agencies, boards and units whose only mis-
sion was to charter schools. The Massachusetts charter law estab-
lished a dedicated chartering office under the state secretary of
education and separate from the education department. Califor-
nia’s and Colorado’s laws allowed would-be school operators who
were turned down by their local districts to appeal to the state
board of education, which established a special staff to handle
these appeals. The District of Columbia law set up a separate
dedicated chartering authority, which proved to be a more dili-
gent reviewer of applications and overseer of schools than the
D.C. school board (which also had sponsorship powers). Arizona
created a statewide charter board whose authority in this area
paralleled that of the state board of education. Michigan’s charter
law allowed state universities to authorize charter schools, and
one campus, Central Michigan University, established a new unit
solely to manage that work.

These special-purpose chartering units had a strong interest
in the success of the schools that they authorized. Their own
reputations and the political futures of their leaders depended on
those schools’ performance. Central Michigan University quickly
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learned this lesson the hard way, when a scathing report accused
it of lax oversight of the schools it had chartered. Specialized
agencies, however, did not guarantee thoughtful chartering. For
every example of one that took its sponsorship duties seriously,
there is at least one offsetting instance of a special agency that
simply authorized all comers and left their oversight to the mar-
ket. Examples include the Texas and Ohio Departments of Ed-
ucation and local education service centers in many states. Still,
the handful of diligent authorizers demonstrated the principle:
that thoughtful oversight was possible and could pay off both in
fostering superior school performance and in minimizing melt-
downs at the hands of school operators who never should have
been counted upon to succeed in this complex endeavor.

Making Sense of Authorizing

Licensure and contracting are decent analogies for the role of the
authorizer. The former implies an agent of the state giving per-
mission to a private vendor, person or organization to engage in
a certain line of work or operate a particular kind of shop or
agency. Americans are accustomed to drivers’ licenses, liquor li-
censes, plumbers’ licenses, elevator licenses, licenses to operate
nursing homes, hospitals, even private schools. (Most states also
have established procedures for licensing private schools to op-
erate. In Pennsylvania, for example, that license must be renewed
annually.) Under this arrangement, a state licensing agency con-
fers certain rights and authorities on the licensee, normally for a
limited period of time (after which the license must be renewed)
and usually after checking to see if the licensee meets certain
requirements or qualifications. It’s a familiar governmental activ-
ity, albeit very different from operating a public school system.

Contracting is somewhat different. Contracting is how a pub-
lic body charged with supplying specific goods or services can
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arrange with private providers to supply them. Whereas licensure
normally happens at the initiative of the licensee, government
contracting usually starts with the public agency seeking for
something to be done but, instead of doing it directly (with state
employees, for example), arranging for it to be provided by other
private (or sometimes public) entities. Thus, the Air Force does
not build planes; it contracts with Boeing or Lockheed. The high-
way department does not actually employ the people who pour
asphalt; it gets roads built by contracting with private firms.
Sometimes this is called outsourcing. Under the theory of “rein-
venting government” popularized in the early 90s by David Os-
borne and Ted Gaebler, government should “steer, not row” and
should get more of its work done via outsourcing, using compet-
itive processes to achieve greater efficiency and quality than it
could do directly.

American public education has long contracted for sundry
goods and services, from cafeteria food and school buses to com-
puters and textbooks. Certain professional services are also rou-
tinely obtained via contract, such as school doctors, psychologists,
social workers, speech therapists and other specialists. In recent
years, some school systems have contracted with private bodies
to run entire schools; sometimes these are “alternative” schools
for troubled youths; sometimes (e.g. Philadelphia, Baltimore)
they outsource the management of poorly functioning schools to
private firms that undertake to turn them around. There is no
bright line of distinction between this practice and the authoriz-
ing of charter schools. There may, indeed, be a continuum, and
the district’s role as contractor for whole-school operations may
closely parallel that of charter-school authorizer.

Thus the work of authorizing (or sponsoring) schools actually
has multiple precedents in American government, even in K–12
education, which in turn may help explain why so little attention
was paid to this role for so long in the charter-school context.
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With one prominent exception: in every state considering pas-
sage of a charter law, there was debate and usually conflict about
who would be allowed to authorize such schools. This had mainly
to do with control and politics, of course. In general, the public-
school establishment sought to confine charter authorizing to dis-
tricts while most charter advocates sought to confer sponsorship
powers on other entities believed to be more sympathetic to the
actual creation of independent charter schools—and to devise
multiple paths to sponsorship so that energized school operators
turned down by one authorizer could seek approval by another.
Where charter advocates failed to persuade lawmakers to entrust
these more sympathetic entities with actual sponsorship powers,
they tried, sometimes successfully, to create appellate arrange-
ments such that a statewide body could reverse negative decisions
by local school boards. (In addition to Colorado and California,
“appeals” arrangements were added later in Florida and Pennsyl-
vania.)

Putting it differently: people didn’t pay much heed to the role
of the authorizer or how to get it right and do it well, but they
paid ample attention to the power of authorizers to license com-
petitors to the traditional system and, predictably, the traditional
system did its utmost to restrict that power to itself.

Which is not to say the system was eager to shoulder this
role, much less that it was capable of doing a good job. Once
people started seeking charters and running actual schools, it be-
came clear that, much as they wanted to retain this monopoly
for themselves, local districts, by and large, knew neither how to
appraise potential schools and would-be operators nor how to
monitor the performance of existing schools. Somehow, districts
were equipped to manage separate parts of schools—teacher hir-
ing, bus routes, textbook purchasing, special ed programs etc.—
but knew little to nothing about schools as organizations.

How did it happen that school districts, whose sole job seems
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to be to provide schools, became focused instead on parts of
schools and services ancillary to schools? Part of the answer can
be found above them in the governmental food chain. Desegre-
gation lawsuits and Office for Civil Rights enforcement actions
led districts to consider schools as bins into which the right
mixtures of children and programs were to be put. Federal cate-
gorical programs required school districts to focus on whether
particular streams of funds were being administered properly, or
whether the proper special services were going to eligible kids
(and only to those youngsters). Legislatures proliferated school
boards’ duties, as they resolved emergent problems simply by re-
quiring local districts and their boards to address them. Teachers’
unions, empowered by collective bargaining laws, won contracts
that took away principals’ authority and made school staffing de-
pendent on senior teachers’ preferences. The result was that
school boards had strong incentives to manage categorical pro-
grams, compliance with court orders, teacher contracts, and the
demands of special education parents—and scant incentive to
oversee entire individual schools, over which they had no real
leverage.

Changing Times

The era of standards-based reform dawned about the same time
as the charter-school era. Each would prove a tough test of dis-
tricts’ competence in looking holistically at schools, judging them
by results and knowing how to diagnose and remedy performance
shortcomings in these complex organizations. In general, districts
shirked these challenges, avoiding chartering except in rare cases
and reporting test results but seldom acting strongly to change or
replace low performing schools.

A handful of districts, however, glimpsed the power of char-
ters as a promising way of doing business. Chicago, Philadelphia,
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San Diego, Cincinnati (briefly), recently New York City are
prominent in that handful—school systems that came to see char-
tering as one way to provide educational options in neighbor-
hoods where the regular public schools were intractably bad and
their own internal rules and contracts made it ridiculously hard
to turn such schools around. They, too, created specialized over-
sight units, which had a strong incentive both to give schools the
freedom necessary for innovation and to oversee them carefully
enough to prevent scandalous failures.

To date, though, they’re the exception. Even in the face of
NCLB requirements that districts consider chartering as a means
to intervene in failing schools and to create viable alternatives for
children trapped in such schools, few districts are paying atten-
tion. Moreover, even those that have chartered some schools tend
to remain in the passive-aggressive mode, keen to show that, if
they give charter schools enough rope, they’ll hang themselves
and then legislators will reconsider this whole charter folly.

Politically, too, most districts are still hostile, often aggres-
sively so. In many a statehouse, board members and administra-
tors team up with the teacher unions to restrict, cap, regulate,
de-fund or roll back the charter movement—and to elect candi-
dates who share those goals. Although districts are the most nu-
merous authorizers—a recent survey by the National Charter
School Research Center finds that they comprise 85 percent of
all active sponsors—many are at best reluctant and semi-compe-
tent in this role, and at worst antagonistic and truly inept.

Besides the technical challenge of authorizing schools, dis-
tricts run political risks if they encourage charters. Teachers’ un-
ions generally oppose such schools, which threaten their hegem-
ony and create jobs for teachers who are not part of the
district-wide bargaining unit. In Ohio, for example, to the extent
that any districts are functioning as sponsors, it’s extremely rare
and profoundly opposed by the teachers union. Cincinnati’s Steve
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Adamowski, the one Buckeye superintendent who tried creatively
to use charters to expand his district’s portfolio of diverse, high
performing schools, soon lost his job after the union rallied to
oppose him. Former San Diego superintendent Alan Bersin’s
predilection to make constructive use of the chartering option
was also one of the ways that he made himself anathema to the
city’s teacher union, which strove mightily, and in time success-
fully, to dislodge him via school board elections.

A Tractable Problem

A handful of authorizers have taken the job seriously and are
trying to figure out how this novel role can be played effectively.
As they succeed they will pave the way for willing school districts
and other authorizers to benefit from their experience. The Na-
tional Association of Charter School Authorizers (NACSA) has
developed a set of “principles and standards for quality charter
school authorizing” (see http://www.charterauthorizers.org/files/
nacsa/BECSA/Quality.pdf) and is working to assemble examples
of thoughtful problem solving. Via conferences and publications,
NACSA is also trying to convince school district leaders and other
sponsors both that good charter authorizing is not rocket science
and that it can pay off.1

NACSA head Greg Richmond was formerly head of the
much-admired Chicago charter school office. His fledgling orga-

1. A sampling of recent NACSA publications includes: Principles and Standards
for Quality Charter School Authorizing; A Reference Guide to Special Education Law
for Charter School Authorizers; Charter School Accountability Action Guide; Charter
School Accountability: A Guide to Issues and Options for Charter Authorizers; Charter
Schools and the Education of Students with Disabilities; Charting a Clear Course: A
Resource Guide for Building Successful Partnerships Between Charter Schools & School
Management Organizations; Guidelines for Ensuring the Quality of a National Design-
Based Assistance Provider; and Measuring Up: How Chicago’s Charter Schools Make
Their Missions Count.
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nization is underwritten by many of the same foundations that
have supported development of new charter schools, including
Walton, Gates, Pisces, and Fordham. Despite its ambitions, how-
ever, NACSA reaches only a small fraction of the school districts
and other agencies that could, under state law, serve as school
authorizers. It claims ninety-six members in twenty-seven states,
while some 854 entities are currently sponsoring charter schools
and as many as 10,000 entities (in forty-three states) are empow-
ered to do so. Among today’s active authorizers are found 732
local school boards or districts, forty-four county boards and ed-
ucation service centers, thirty-seven institutions of higher edu-
cation, twenty-two state agencies, seventeen non-profit groups
and two city governments.

Belatedly, too, bits of research are being done on the role and
performance of charter authorizers.2 Yet this remains an under-
developed scholarly field that basically lacks theory, data, even a
solid database. The upshot is that there’s little to counter one’s
natural tendency to judge a sponsor as one judges a school system
or school board. Yet that’s shortsighted and wrong—serving to
cram charters back into the usual mold rather than creating the
new model that their governance cries for.

The authorizing problem could be more readily solved if both
sponsors and school operators viewed chartering as a risk-sharing
arrangement between two parties that want to attain the same
objective. It is, in effect, a way to attain a public purpose via a
structured collaboration between government and private actors.

2. See, for example, Rebecca Gau, Apples, Oranges, Plums and Pears: Charter
School Authorizer Trends and Types (Washington DC: Thomas B. Fordham Institute,
2006), and Bryan C. Hassel and Meagan Batdorff, High Stakes: Findings from a Na-
tional Study of Life-or-Death Decisions by Charter School Authorizers (Chapel Hill:
Public Impact, February 2004). See also Louann Bierlein and Rebecca Gau, Charter
School Authorizing, Are States making the Grade? (Washington DC: Thomas B. For-
dham Institute, 2003), and Paul T. Hill and Robin J. Lake, Charter Schools and
Accountability in Public Education (Washington DC: Brookings Institution Press,
2002).
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operators. The asterisks indicate the most sensible assignments of
risk.

To our knowledge, no school charter has ever been con-
structed upon such an agreement. Instead, authorizers and op-
erators typically hope things will work out and would just as soon
avoid hard discussions about who is responsible for what and
how. If one side fails to deliver as expected or uncontrollable
events occur, this type of agreement can help restore the rela-
tionship to working order—or terminate it altogether.

Even as little is done to develop a sound theory of charter
sponsorship, a tight but mutually respectful contract between au-
thorizer and operator, or a framework of shared and apportioned
responsibility for doing it well, the sponsorship world is evolving
at a rapid clip. The most interesting development is the decision
by a few states to entrust with authorizer powers entities that are
neither local school districts nor creatures of the regular K–12
system. State universities came first, with Michigan, Minnesota,
New York and Ohio leading the way. The Indiana legislature em-
powered the mayor of Indianapolis to function in this capacity,
and Wisconsin conferred sponsorship powers on the Milwaukee
city council. And in both Minnesota and Ohio, non-profit organ-
izations that gain approval from the state department of educa-
tion may function as charter-school sponsors.

This broadening of the definition of eligible authorizers is an
interesting and potentially momentous development. It signals to
districts that they can expect other bodies, including some that
they do not control and may not even be able to influence, to
authorize competing schools to operate within and sometimes
across their boundaries. Well aware of this, districts commonly
strive to contain and control this phenomenon, such as by trying
to drive state universities out of sponsorship by threatening not
to hire their graduates (such is the case in Michigan and Toledo,
Ohio). It doesn’t take much, usually, to convince risk-averse col-



115Authorizing: The Missing Link

lege presidents that a strong record of producing employed and
contented alumni/ae is more important than a few irksome char-
ter schools that view the university as their parent.

Yet if the charter movement survives and is allowed to grow,
the effort to expand the sponsorship rolls will grow with it. Such
expansion signals that state policymakers are wresting monopoly
control from school districts and, to some extent, from the state
public-education bureaucracy, and are seeking more creative or
trustworthy agents to accomplish this vital public purpose. They
are, in fact, withdrawing the “exclusive franchise.” At the same
time, they must preserve some sort of “chain of command” in
order to satisfy state constitutional provisions governing public
education. In Ohio and Minnesota, the non-profit authorizers are,
in effect, licensed by and accountable to the state department of
education. It remains to be seen whether states will come to trust
the boards of major non-profits as they do the regents of their
colleges and universities—to operate in the public interest with
minimal government oversight. Because school districts are no
longer the only imaginable sponsors of charter schools, the extent
to which they remain dominant in this arena will depend on how
seriously they take and how successfully they perform the role of
authorizer. This, of course, means suppressing their natural bias
in favor of traditional district-run public schools. It’s an inherent
dilemma for them, so long as they’re also running their own
schools, because they are, in effect, licensing their own compe-
tition—an inherently unstable situation.

This future also depends, of course, on how well non-district
authorizers do at performing the key functions of sponsorship and
demonstrating that they might be better at it than school boards
and district offices. In doing so, they face a host of challenges—
all of them exacerbated by the lean rations and adverse climate
surrounding the wider charter movement. It’s tough even to get
authorizers funded and staffed, and we’re beginning to see that,
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important as it is to have multiple authorizers in a state, a spon-
sorship “marketplace” brings its own perversities. (For example,
what would induce a school operator to choose a relatively high-
priced and fussy-about-results sponsor when the options include
laissez-faire authorizers that charge lower fees?) Insofar as spon-
sors depend on their schools for revenue, they have a financial
incentive to authorize lots of (big) schools—and not to close any
down.

It is also wise to bring a healthy Madisonian skepticism to
new governance schemes. Even when it’s clear the old one is not
working well—and that’s plainly true of district-run public
schooling, especially in urban America—we cannot take for
granted that sheer innovation will yield improvement. All the
issues that the founders struggled with in Philadelphia (e.g. sep-
aration of powers, minority rights, pluralism versus uniformity)
arise in education governance, too, and will have to be worked
through—probably with missteps—as the charter movement
evolves.

What Is Good Authorizing?

What does it mean to do well in the authorizer’s role? It starts
with ensuring that the schools one sponsors comply with appli-
cable laws about admissions, use of funds, civil rights, and public
reporting. But compliance is just the tip of the sponsorship ice-
berg. Doing this job well also means exercising imaginative and
discerning judgment about which aspiring school operators are
likely to succeed in providing quality instruction, managing their
business affairs and building a well-functioning and sustainable
organization. It means knowing when and how to blow the whis-
tle on a malfunctioning school and how to strike a defensible
balance between providing it with needed technical assistance and
objectively appraising its strengths and weaknesses on behalf of
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the public interest. Above all, in this era of standards-based re-
form and No Child Left Behind, it means holding the school to
account for its results, both those built into statewide academic
standards and those school-specific education goals and perfor-
mance measures that distinguish one charter school from the
next. Some authorizers go further, moving from quality control
of individual schools to broader strategies meant to advance the
charter movement itself and increase the supply and diversity of
sound education options available in a community or region.

Table 4.2 summarizes what good authorizing entails under
three headings, distinguishing among compliance-, quality-, and
promotion-focused authorizing. Specific authorizer actions are
listed below each heading. The actions are listed in temporal or-
der, so that the ones appearing at the top of the table are naturally
done before those appearing lower, and the actions on the same
row happen at about the same time. The point is not to classify
a particular authorizer under one or another heading—though
many can be—but to recognize that good authorizing entails com-
plex actions of three quite different sorts.

Are all of these functions compatible? They certainly can be,
though many extant sponsors may gaze in puzzlement upon some
of them. The legal compliance functions are necessary but man-
ifestly insufficient. A compliance-focused authorizer could over-
look many opportunities to charter good schools while also allow-
ing weak but obedient schools to obtain and keep charters. There
are, moreover, examples of authorizers that take the compliance
functions seriously but also promote quality schools. Central
Michigan University not only demands that all charter schools file
every report required by the state; it also gives schools the report
formats and basic data they need to complete those documents.
Taking compliance seriously does not prevent Central Michigan
University from promoting school quality and working proac-
tively to find and promote promising charter providers.



Table 4.2 Elements of Good Authorizing

Compliance-Focused Quality-Focused Promotion-Focused

Ensuring that all potentially
qualified applicants know they
can apply for charters

Creating clarity about the
standards to be used in
judging proposals

Developing the capacity to tell
the difference between groups
that have vs lack clear ideas
about instruction and capacity
for financial management

Making sure charter operators
understand their legal
obligations

Helping promising applicants
improve their proposals

Creating contracts that spell
out the respective duties and
rights of both charter school
and authorizer

Ensuring that existing schools
are not harmed by the
authorizer’s failure to keep its
own promises

Monitoring school admissions
and finances for compliance
with the law

Monitoring leading indicators
of school performance, in order
to intervene in a failing school
before students lose a whole
year’s instruction

Creating clear criteria for
closing failed schools and re-
chartering good schools when
charter terms expire

Planning for the possibility that
some schools will fail, to
ensure that children can
transfer to sounder schools

Encouraging expansion or
replication of high performing
charter schools
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Some might claim that the promotional activities in the right-
hand column surely conflict with compliance and quality control.
Yes, it’s possible for an entrepreneurial authorizer to neglect the
quality control functions, encouraging marginal applicants to ap-
ply and taking risks by approving underdeveloped proposals.
Some Arizona and California school districts have apparently fol-
lowed this approach—even approving schools to operate in lo-
calities other than their own—in order to skim the oversight fees
and additional enrollment counts that state law makes available
to sponsors.

Yet the Chicago school district and the D.C. Charter Board
offer proof that authorizing can be both ambitious and quality-
focused. Both encourage promising applications via public infor-
mation sessions and workshops, and both suggest ways whereby
interesting applicants can gain capacities missing from their orig-
inal proposals. Chicago even encourages competent charter op-
erators to take on additional challenges—including opening more
campuses. However, Chicago has also shown its willingness to
close bad charter schools and withdraw a charter before a school
opens if the school’s finances or academic program seem near
collapse. The independent D.C. chartering authority has been
tougher on the schools it approves than the District’s board of
education, which has apparently granted charters to political cro-
nies and allowed abusive situations to continue.

It would be understandable if special chartering authorities
like universities opted to limit themselves to the compliance and
quality control functions. They risk some institutional prestige if
the schools they sponsor get into legal or financial trouble or
prove ineffective. Moreover, these authorizers have no responsi-
bility for the overall quality of public schools in city or state. It
is reasonable for them to set high standards for the schools they
charter, even if these standards are higher than surrounding pub-
lic schools can meet.
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Districts face the toughest challenges. Like special chartering
agencies, they must be concerned with compliance and school
quality. But they are also responsible for the education of all the
children in an area. They surely couldn’t justify setting lower stan-
dards for charters than for other public schools, but could they
reasonably set higher standards for charters? Does it make sense
for them to turn down a charter application that would lead to
a school only slightly better than the district-run schools available,
or to close a struggling charter while lower-performing district
schools stay open? It is hard to see how districts can do these
things, given their responsibilities for the education of all children
in their areas. Nonetheless, many refuse to consider promising
charter proposals and take action against charter schools even
while doing nothing about worse district-run schools.

The three strands of quality authorizing also call upon spon-
sors to develop multiple forms of expertise. People who can han-
dle compliance functions might not be able to judge school pro-
posals or interpret data about school success and pupil
performance. Individuals who can readily judge the health of a
school and understand how to help a struggling operator may not
know how to generate interest among competent groups that
have never run schools, or connect groups of educators with
sources of financial or management expertise. Some individuals
(e.g. former D.C. Charter Board leader Nelson Smith, now head
of the National Alliance of Public Charter Schools) can handle
all these issues, but most authorizers will need to build a diverse
team. Team building costs money, of course, but most authorizers
already get a share of the per capita funding for schools they
oversee.3

3. Authorizer economics are Byzantine and sometimes yield perverse incentives.
A number of specialized authorizers do not get fees from the schools. (A unit of the
superintendent’s office, the mayor’s office, or the state department of education, for
example, is not likely to charge sponsorship fees but to cover its chartering costs from
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Good authorizer practice is difficult and only a few people
have pertinent experience. However, NACSA is emerging as a
resource that can provide advice, training, and exemplars for lo-
calities seeking to develop capable authorizing agencies. Ohio has
developed a “charter sponsor institute” to recruit, train and tech-
nically assist new sponsors, especially non-profit organizations,
and it has striven with fair success to develop training modules,
answers to obvious questions from prospective authorizers (e.g.
liability), and a host of common tools and materials that individ-
ual sponsors should not have to devise for themselves.

The Future of Authorizing

Charter advocates neglected authorizing at first but are now
awakening to its importance. The same cannot be said of con-
ventional school districts and state education departments, which,
despite the rhetoric of standards-based reform, have never both-
ered to figure out how to judge the performance of individual
schools or to give themselves (or their students) options if a
school is failing. Instead, districts and states continue for the most
part to assume that existing public schools are immortal and
nothing much can be done about them if they fail, other than to
take advantage of staff attrition, tinker with teacher training and
add sundry programs on the side.

Charter authorizing points toward a whole new approach to

its basic public funding.) Where the sponsor is obliged to subsist on fees, it needs a
certain scale of operation, which most sponsorship operations lack, to generate
enough fees to build a proper team and infrastructure. This may cause it to be en-
trepreneurial—or to be less discerning than perhaps it should be about prospective
school operators. Moreover, being fee dependent creates a fiscal dilemma for au-
thorizers, when, for example, closing down or not renewing a given school would
threaten the sponsor’s own fiscal stability. Additionally, in states such as Ohio, where
sponsors set their own fees within a legislated range (up to three percent in the Ohio
case), schools may shop for low-priced sponsors, but those entities may wind up so
fiscally strapped that they cannot afford to do the job well.



122 Chester E. Finn Jr. and Paul T. Hill

public oversight of schooling wherein public authorities take re-
sponsibility for judging whether a school is giving children the
education they need and for seeking alternatives to consistently
low performing schools. A few districts (Chicago, New York,
Philadelphia, Milwaukee) and two states (Texas and Florida) have
shown some glimmers of interest in performance-based school
oversight. But no district is yet overseeing all its schools the way
that charter schools are supposed to be overseen.

Today, charters stand apart as the primary example of schools
that clearly understand they face oversight that has the power to
close or replace them if they do not perform. As noted above,
the best examples of responsible charter oversight come from spe-
cial-purpose authorizers who accept the dual responsibility of us-
ing chartering to create new schools while also weeding out low
performers. Even those districts that do take that approach to
their charters do not apply it to the traditional public schools they
operate directly.

Regrettably, however, not all special-purpose authorizers take
their work seriously. Like districts, they face conflicting incen-
tives. Even if desirous of promoting good charter schools, they,
too, face the temptation to sponsor many schools, then keep them
afloat, so as to get oversight fees—and contain the time and cost
of reviewing proposals and monitoring school performance. It’s
not easy or inexpensive to build and maintain the capacity to
oversee schools and intervene when things go wrong. As busi-
nesses committed to outsourcing have also found, it takes consid-
erable internal capacity to identify good providers and ensure that
they perform. A few authorizers (e.g. Central Michigan Univer-
sity) have made the necessary investments in that capacity but
many have not.

School districts and special purpose authorizers are also alike
in knowing that closing a low performing but popular school can
lead to nasty conflicts, adverse publicity and litigation. Only the
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best authorizers have the fortitude for that tough but necessary
part of their roles. State policy matters, too. For example, while
the desirability of “multiple authorizers” is a firm tenet of char-
tering theology—and surely preferable to a single monopolist
sponsor whose school decisions cannot be appealed—the emer-
gence of an “authorizer marketplace” may also have perverse con-
sequences. If, for instance, a conscientious sponsor declines to
renew an ineffective school, the operator may simply seek a new
charter from a different and less persnickety authorizer.

It is possible to remove special purpose authorizers’ perverse
incentives and encourage them to invest in oversight. If author-
izers are themselves accountable to state authorities for the ef-
fectiveness of the schools they sponsor, they will be more apt to
take quality control seriously. If funded directly by the state, they
won’t depend on fees from “their” schools.4 Such policy changes
would yield marked improvements in places like Ohio where
schools presently pay authorizers variable fees from their oper-
ating funds and thus have an incentive to shop for the authorizer
that charges the lowest fee (and does the least oversight). If au-
thorizers’ decisions—and the performance of their schools—are
transparent, media scrutiny and public opinion will provide ad-
ditional quality control. And if the state has the power to disband
or dismiss authorizers that support dismal schools, authorizers
will have the incentive to keep out bad schools and take action
against low performers.

4. States might, for example, pay special-purpose authorizers fees based on three
variables:
• Some basic annual operating support, or core support, for a sponsor that has at

least, say, three schools in its portfolio.
• An additional sum for each additional school in its portfolio regardless of size (small

amounts, though, to keep the incentive effect within bounds).
• A bonus payment for every school in its portfolio that makes AYP in a given year

and/or hits the passing level on a state’s own accountability system. (In Ohio, that
might mean a school rating of “continuous improvement” or better; in Florida it
might be “C” or better.)
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It is harder to create the right balance of incentives for school
districts. So long as they benefit politically and financially from
shielding their traditional schools from competition and strong
performance pressures, they will have little incentive to promote
charter schools, invest in oversight capacity, or hold all schools to
common standards.

The mismatch between the incentives facing districts and spe-
cial purpose authorizers leaves a big gap in public policy. Districts
are ultimately responsible for providing schooling for all the chil-
dren in their geographic areas, but they can avoid holding schools
accountable for performance. Special purpose authorizers are not
responsible for any group of children in particular, and even if
they do their jobs well there is no guarantee that all the children
in the area they serve will be better off. This creates an irrational
situation where special purpose authorizers, by doing their job
conscientiously, can close schools that are better than the options
provided to families by the surrounding district. It also allows
districts to reject applications from charter operators who would
operate better schools than the district’s own.

What can be done to create the right mix of incentives for
both special purpose authorizers and school districts—and to level
this part of the public-education playing field? That important
question deserves more than an abstract answer, and we therefore
recommend that states experiment with different mixtures of in-
centives and sanctions for charter authorizers. The broad outlines
of a solution are clear, however. It has two parts: (1) generally
increasing the quality of authorizer performance and (2) leveling
the playing field so that all publicly funded schools, no matter
who runs them, are held to the same performance standards. Both
of these require state government action and investment, as well
as continued participation by private funders, analysts and organ-
izations.

Elements of the first solution include direct state funding of
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authorizers and state (or privately) supported training and tech-
nical assistance for authorizers. Elements of the second solution
include the establishment of revocable, results-based accounta-
bility contracts (and public transparency) for authorizers them-
selves.5 In other words, the state should treat its authorizers more
or less the way we hope authorizers will treat schools.6

It’s also important to lift caps on the numbers of charter
schools so that special purpose authorizers can become larger and
more capable. This measure alone will not create responsible au-
thorizing. However, in combination with greater accountability
for authorizers, it could allow authorizers to develop large enough
portfolios of schools, and to receive enough income from state
fees, to make serious investments in oversight capacity. If all au-
thorizers (including districts) are held to the same performance
standards, a special-purpose sponsor could compete with a dis-
trict and in time might oversee more schools than the district.
Districts, too, would face a need to become good authorizers or
risk going of out business altogether.

The federal government has a role here, too. The No Child
Left Behind act creates pressure on districts (and states) to pro-
vide much tighter oversight of individual school performance—
and to deploy charter schools as an option for youngsters other-
wise mired in low-performing district-operated schools. Some

5. The first paper to address the issue of oversight and performance incentives
for authorizers has just been published. See Robin J. Lake, Holding Charter School
Authorizers Accountable (Seattle: National Charter School Research Project, 2006).

6. This would include reviews of approval standards for schools and of author-
izers’ portfolios, leading to de-certification of authorizers that neglect careful screen-
ing or school oversight. This is not a new idea, but few states have tried it. Ohio
establishes a performance contract between the state department of education and
its new special purpose authorizers, akin to the contract between an authorizer and
a school. Dean Millot has suggested establishing a state appeal process for charter
approval and cancellation decisions. Appeals can be resolved in writing and decisions
circulated so they could become precedents affecting future decisions by all author-
izers.
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districts still think they can beat back the NCLB regimen with
complaints about the evils of testing and federal control. Perhaps
they’ll turn out to be right, but we doubt it, just as we doubt
that chartering will go away. But there are two reasons that lo-
calities might implement NCLB by embracing chartering and us-
ing their authority to sponsor charter schools as a model for their
oversight of all schools. If district leaders place higher priority on
providing effective instruction and demonstrable results than on
sustaining the current structural arrangements, they will want to
oversee schools on the basis of performance and exercise the free-
dom to abandon an unproductive school in favor of a promising
one. Moreover, embracing chartering puts districts in a desirable
position vis a vis discontented parents and Uncle Sam. Instead of
defending schools that don’t work—excusing failure by citing
funding, regulations, union contracts, etc.—district leaders can re-
gain the initiative. If they adopt performance-based school over-
sight and develop a steady stream of new school options, they are
unlikely to come into conflict with federal regulators—or with
disgruntled voters and taxpayers.

To be sure, charter-school authorizing is difficult, and even
its most dedicated practitioners are just learning how to do it. But
its challenges are finite and tractable. School districts, colleges and
universities, city governments and foundations can learn how to
do it well, if they will invest in the capacity to oversee schools
on the basis of performance. Sound charter authorizing—prem-
ised on strong common standards for performance and a level
playing field among all publicly funded schools—can be the firm
basis for an innovative and continually improving new public ed-
ucation system.



5. Should Charter

Schools Be a

Cottage Industry?

John E. Chubb

Although no one ever recommended it be so, charter schools have
become a cottage industry. Charter schools are small, serving less
than 200 students on average—about a third of the size of the
typical public school. Charter schools number over 3600 nation-
wide, with concentrations of nearly a hundred or more schools in
ten states.1 But few of these sizable numbers have joined forces
in larger entities to exploit economies of scale. No more than 15
percent of all charter schools are run or supported by manage-
ment organizations, which work with multiple charter schools.
Contrast this with regular public schools, where the average
school is part of a system of six schools, and a quarter of all
schools are part of systems twice to many times that size.2 In the
fifteen years since the first one was authorized, charter schools
have shown a powerful tendency toward small size and total in-
dependence.

Is this a good thing? Curiously, the topic has received little

1. Center for Education Reform, Press Release, October 27, 2005.
2. Estimated from the National Center for Education Statistics, Digest of Edu-

cation Statistics 2004, Table 86.
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serious attention. Advocates of charter schools have sometimes
painted a picture of a proverbial “thousand flowers blooming.”
And charter schools were certainly intended to give rise to a range
of innovative and alternative schools. But charter schools were
also founded on the premises of the free market—choice for fam-
ilies and competition among providers generating a new and im-
proved supply of public schools. No economic analysis ever sug-
gested that the market would or should generate mostly small
schools, operating independently and enjoying no scale econo-
mies. The fact of the matter is debates over charter schools—
political and academic alike—never addressed the ideal organi-
zation of charter schools. Nobody ever argued that charter schools
should become a cottage industry.

Why a Cottage Industry?

The cottage status of the charter industry is, nevertheless, not an
accident. Charters are a cottage industry largely because oppo-
nents of charter schools want them to be. Since 1991 some forty-
one states and the District of Columbia have managed to au-
thorize charter schools. Every piece of charter legislation has been
fiercely debated, with opposition coming from the traditional
public school world, concerned about the loss of students and
revenue, and support coming from uneasy coalitions of business
interests, wanting to accelerate school improvement, and com-
munity groups, often from inner cities, frustrated with the quality
of regular public schools. Every charter law is a compromise. Few
laws—less than ten by some estimates and even fewer than that
according to the analysis in Caroline Hoxby’s chapter in this
book—give charter schools opportunity to compete on a level
playing field with traditional schools.3 Opponents are able to limit

3. The Center for Education Reform, the most widely cited evaluator of charter
school laws, rates only six laws an “A” and fourteen laws a “B,” judging them along
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the funding for charters to less than the funding for regular public
schools. They are able to cap the number of charters that can
operate statewide or in a district. And they are often able to give
traditional public schools, the prospective competition for charter
schools, control over the granting of charters. These restrictions
certainly discourage the growth of charter schools to substantial
scale.4

But two additional limitations that have become nearly ubiq-
uitous may best explain the scale of charter schooling. One is the
ban on for-profit operators of charter schools. At most, three
states permit for-profit companies to hold charters directly. Sev-
eral states also prohibit for-profit companies from contracting
with not-for-profit charter holders to provide comprehensive
management services. Because for-profit entities generally bring
scale to their efforts to maximize profits, the restrictions on for-
profit companies reduce the potential for scale to emerge in in-
dividual charter schools as well as in systems of charter schools.
Opponents of charter schools have long viewed private business
as both an inappropriate participant in public education—except
as a provider of books, computers, and the like—and as a poten-
tial threat to the traditional operators of public schools. That op-
position has successfully limited the role of for-profit companies
in running charter schools—and thereby kept a lid on the scale
of charter operations.

Scale has also been limited by the widespread prohibition
upon charter holders of operating more than a single school under
one charter. Few states explicitly allow charter holders to operate

various dimensions of support for charter school openings. The Center for Education
Reform, The Simple Guide to Charter School Laws: A Progress Report, Washington,
DC: Center for Education Reform, 2005.

4. The political battles associated with new charter legislation and the compro-
mises emerging from those battles have been widely documented. See, for example,
Chester E. Finn, Jr., Bruno V. Manno, and Gregg Vanourek, Charter Schools in Ac-
tion: Renewing Public Education, Princeton, NJ: Princeton University Press.
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more than a single school. Even those often require each school
to have its own board, though boards can occasionally share some
members—a “daisy chain” of boards—to facilitate common poli-
cies and integrated operations. Most states, however, limit each
charter to a single school overseen by a unique board. Such gov-
ernance requirements ensure that charters cannot become sys-
tems—they can only be individual schools. Again, opponents of
charters, concerned about the proliferation of well-resourced sys-
tems of schools, prefer governance this way—and have success-
fully lobbied for it in most places. The argument is not that char-
ters will perform best if their scale is limited. The argument is
that charters should not threaten the traditional public school
system.

Charter schools, then, are a cottage industry not because any-
one thought they would do a better job educationally if they were
organized this way. Their organization is a byproduct of political
opposition and compromise—not conscious design. But does it
matter? Would charter schools work better if they could benefit
from the direct involvement of business or from economies of
scale? More modestly, is there evidence that business involvement
and scale operations are a detriment to charter schools, and do
they deserve the restrictions now on the books?

Economies of Scale

Although the term “cottage industry” is often used pejoratively,
to refer to an enterprise that is exceptionally fragmented and in-
efficient—though perhaps also quite entrepreneurial—there is
nothing inherently wrong with small-scale organization. The ap-
propriate scale of an organization depends on what the organi-
zation is trying to do. Five-star restaurants, for example, are al-
most always small, independent operations. The extraordinary
quality found in such establishments depends largely on the in-



131Should Charter Schools Be a Cottage Industry?

dividual chef, and gifted chefs do not scale. Grocery stores, by
contrast, which also sell food, scale very nicely. Grocery stores
with hundreds of sites can offer consumers far lower prices and
far more choices than a single “mom and pop” grocery store, and
a wider range of quality prepared foods, not unlike a respectable
restaurant. National grocery chains have superior purchasing
power compared to the independents, and they bring scale econ-
omies to all of their operations—from the design of their stores,
to the perfection of their operations, to the training and devel-
opment of their staff.

Whether an enterprise should be small scale, as with five-star
restaurants, or large scale, as with grocery stores, depends on
many factors. Can the core competence of the enterprise be rep-
licated through strong systems and processes? Do the marginal
costs of producing more of the goods or services generally de-
crease with larger and larger volumes? Is the mission of the or-
ganization to serve large numbers? Private enterprises regularly
ask these questions—and then try out their answers in the mar-
ketplace. If scale is beneficial, consumers flock to the larger en-
terprises for their lower prices, their higher quality, and their
greater convenience—or whatever mix of benefits that consumers
value. If scale does not offer benefits that consumer value, smaller
scale enterprises prevail. Over the last century, consumers have
clearly chosen large scale over small for a wide range of goods
and services: food, clothing, finance, transportation, communi-
cation, and more. Yet, it is also true that small businesses are a
major part of today’s economy, serving, for example, as a greater
source of new jobs than big businesses. The free market values
enterprises large and small.
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The Politics of Scale

What about schools? First, and foremost, we do not have the
benefit of the market to evaluate the ideal scale of schooling.
Public schools are products not of market forces but of public
policy. Public education is provided as a public good in the
United States as in most countries. It is in the public interest—
few would disagree—to ensure that every child receive an edu-
cation sufficient to prepare him or her to be a responsible citizen
and a productive adult. Education is therefore provided freely and
universally in most countries. As a public good, education can be
provided in various ways, and countries do differ in this respect.
Most importantly, education can be provided exclusively through
schools run by the government. Or education can be provided by
funding private, parochial, and other types of schools—for ex-
ample, charter schools—with tax dollars, as well as setting up
government-run schools. Until very recently, all public education
in the United States was provided through government-run
schools.

The scale of public schooling in the United States has there-
fore been largely a matter of public policy. To be specific, state
policy establishes the fiscal and educational requirements for local
school districts, and district policy determines the size of schools.
A century ago, public schooling was generally small scale. With
the exception of major city school systems, public schooling was
community-based, every community having democratic control
over its own schools. Some 100,000 school systems dotted the
national landscape, many containing but a single school. “One-
room school houses” serving students at multiple grades with a
single teacher were very common. The average public school sys-
tem had barely two schools with each serving a little over 200
students.

Over the last century, however, the scale of public schooling
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changed decisively. In the early 1900s, education authorities from
leading universities, the business community, and the governing
elite, began to argue for a more “scientific” organization of
schools.5 They wanted schools less influenced by the political pre-
rogatives of amateur school boards, less dependent on the wiles
of the individual classroom teacher, and more driven by planning,
systems, and specialization. Students needed differentiated pro-
grams, teachers needed prescribed curricula and formal training,
and schools needed the support of sophisticated professionals in-
cluding a superintendent and an expert staff.6

To be organized scientifically, schools and school systems
needed greater scale. Over the course of the twentieth century,
school systems were consolidated to create less than 15,000 sys-
tems from the original 100,000. Schools grew in size, more than
doubling to over 500 students on average. High schools were es-
pecially affected as more and more adopted the post-war “com-
prehensive” model providing students with programs tailored to
their post-high school aspirations, from business to vocational to
college.

The impact of all of this consolidation on school performance
is an unsettled issue. The comprehensive high school has certainly
come in for strong criticism in recent years for being too large
and impersonal. The biggest school systems in America, serving
mostly major cities, have long been criticized as too politicized,
too bureaucratized, and largely unsuccessful. The effects of dis-
trict consolidation on rural education have not been clearly pos-
itive. One might say that while the question is unresolved, it is
not clear that scale is an answer for what ails America’s schools.7

5. The development of the modern school system is well explained in David B.
Tyack, The One Best System: A History of American Urban Education, Cambridge,
MA: Harvard University Press, 1974.

6. Augmenting these arguments were concerns about schools falling under the
control of waves of immigrants flooding the cities.

7. On the impact of school and district consolidation see Paul E. Peterson, “Con-
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Yet, that would be jumping to a conclusion because scale has
been put to a very different kind of test in public education than
in private enterprises. Scale has not been put to a market test; it
has passed a political test. Schools and school systems are the
scale that state and local politics, through time and compromise,
have caused them to be. Schooling is not organized to maximize
what consumers—be they students, families, or taxpayers—value.
The closest we have to a market test of educational scale is private
schools, which tend to be small and independent. But the private
market is widely dispersed and serves only ten percent of all stu-
dents and only families with the ability to pay. There is no telling
what scale public schooling might assume if we allowed a family-
driven market to determine its organization.

This is the crucial point: with charter schools, the nation has a
potential vehicle for exploring the ideal scale for public schooling. The
organization of public schooling heretofore has been determined
entirely by politics. This is appropriate to a degree since public
schools must be ultimately accountable to democratic authority.
But politics need not be the only determinant of how education
is organized and delivered. It is a high price to pay for education
to remain the only important enterprise in American society for
which we have so little idea how scale or alternative forms of
organization might benefit its delivery. Charter schools could pro-
vide a test of how scale might or might not benefit education,
but the test has been hampered by the limitations on scale im-
posed by charter laws—by politics.

The Potential of Scale

Consider the budget of a typical charter school with, say, 200
students. Assume (see Table 5.1) the school is funded with

solidate Districts not Schools,” in Koret Task Force, Reforming Education in Arkansas,
Stanford, CA: Hoover Institution Press, 2005.
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Table 5.1 Annual Budget of Typical Charter School

Revenue
200 Students @ $9,000 per student $1,800,000

Personnel Expenses (including benefits)
Teachers: 15 @ $60,000 per $900,000
Principal $100,000
Counselor $75,000
Nurse (part time) $25,000
Technology Manager $75,000
Administrative Assistants: 2 @ $50,000 per $100,000

Total Personnel $1,275,000

Non-personnel Expenses
Rent or Mortgage $250,000
Furniture (amortized over five years) $20,000
Durable books, materials, equipment (amortized over five years) $30,000
Computers and lab technology (amortized over five years) $10,000
Non-durable instructional supplies $20,000
Office supplies, copier rental $20,000
Contracted professional services (e.g., psychologist) $25,000
Legal fees $25,000
Utilities $50,000
Maintenance $75,000

Total Non-personnel Expenses $525,000
Total Expenses $1,800,000
Surplus $100,000

roughly the national average per pupil revenue of $9,000, which
provides the school total funding of $1.8 million. If the typical
class size in the school is twenty, the school will need ten core
teachers, plus another three teachers of non-core subjects (e.g.,
art, music, physical education, etc.) to provide the core teach-
ers—and themselves—one to two planning periods per day. If we
assume that 12 percent of the students—the national average—
require special education services, the school will need two spe-
cial education teachers, each with a case load of twelve students.
The total teaching staff therefore will number fifteen. If each is
paid the national average salary of about $47,000 with typical
benefits of 25 percent of base, each teacher costs approximately
$60,000. Total cost of teaching staff: $900,000.
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The school will require additional personnel. A principal will
cost $100,000 including benefits. The school will almost certainly
want a counselor—another $75,000. A part-time nurse is usually
necessary—at least $25,000. If the school employs technology, it
will want the hardware and software maintained—another
$75,000. The front office needs student information recorded,
reports produced, phones answered, and parents greeted: two ad-
ministrative assistants, $100,000. Total “non-instructional” staff:
$375,000. Total personnel costs for the small charter school:
$1.275 million.

On the non-personnel side the biggest cost is rent or mort-
gage. Students on average require at least 100 square feet per
pupil—and that would be tight by most new public school stan-
dards. Minimum school size then would be 20,000 square feet.
A new facility would cost at least $2 million to construct, plus
land, which could be assumed to value a quarter of construction
costs, or $500,000. A $2.5 million new facility could be financed,
but at rather high interest rates, say 10 percent, because charter
schools are only authorized for five years at a time. Even an in-
terest-only loan imposes a $250,000 burden on the budget. Mar-
ket rents would be in the same ballpark based on replacement
costs.

Students need books, equipment, and computers, which av-
erages $750 per student for grades K–8. The total cost of
$150,000 can be spread over five years for an annual cost of
$30,000. A computer lab with server runs another $50,000,
which also can be spread over five years, for a yearly hit of
$10,000. Schools must be furnished with desks, chairs, bookcases,
etc. Average cost for a school this size is $100,000, which am-
ortized comes to $20,000 annually. Nondurable materials, like
workbooks, paper, and art supplies cost about $100 per student,
or $20,000 per year. Instructional materials, furniture, and equip-
ment totals $80,000. Office supplies, photocopier rentals, and the
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like add another $20,000 per year to a typical small school. Total
supply bill: $100,000.

The services of psychologists, speech pathologists, and other
specialists required for special education services not provided by
school staff demand $25,000 be set aside for contracted services.
Charter schools inevitably face legal fees, especially associated
with special education; $25,000 is a conservative estimate.
Schools have utility bills, which for a 20,000 square feet school
could easily cost $50,000 per year. Maintenance, assuming one
full-time custodian and night-time cleaning under contract to a
school maintenance firm, costs at least $75,000. The total cost of
contract services, legal, utilities, and maintenance: $175,000.

The total annual expenses of this very typical charter are $1.8
million. This sum assumes that the school does not provide trans-
portation or food. It also assumes it is not a high school, which
would be even more expensive. What remains, if the school does
a superb job of watching its expenses, is a surplus of $100,000.
With this the school must do everything else necessary to meet
state and federal academic standards, fulfill all other commit-
ments of its charter, and compete successfully with traditional
public schools. But what can a school do on its own for $100,000
to improve its performance? The answer is not very much.

Schools—meaning teachers and principals—need help with a
wide range of issues that govern their success. How should a cur-
riculum be constructed to maximize student success on the stan-
dards of a particular state? What should be done about the
achievement of disadvantaged students who are not responding
to published reading programs? How shall students be assessed
on an ongoing basis? How should standardized test data be inter-
preted? How shall student management be handled? As students
get older and the subjects more demanding, where do teachers
turn for advice in the sciences, the branches of mathematics, and
different fields of literature? If managing data and instructional
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information requires technology, who is going to handle the nec-
essary technology systems and their integration? If we want to
assume that the teachers and other professionals in the schools
will bring some of these skills with them, how do we assume the
schools will recruit and hire the very best education staff when
great educators are very hard to find?

The answer to all of these questions is that the school’s
$100,000 will not go very far. The school can hire a curriculum,
instruction, and assessment specialist for the whole sum—hoping
to find a brilliant jack of all trades; it could send the entire staff
to two professional meetings a year, or it could buy professional
development and consulting, which might meet a need or two
annually. Basically, the $100,000 surplus will not allow the school
to do the research, to develop the solutions and systems, and to
address the many challenges it will inevitably have. The school
will be left to depend, much like schools a century ago, almost
entirely on the wiles of its own staff.

But schools do not have to suffer for lack of crucial support
services. If schools are banded together, or if schools themselves
are larger in size, economies of scale are possible. Larger schools
are not proportionately expensive. Almost every cost except
teachers declines on a per student basis. The “surplus” of a 500
student school could very easily be $500,000. More dramatically,
the sum of the surpluses of multiple schools could fund a serious
support organization, with the specialists necessary to meet key
school instructional needs. A support organization paid a fee of
$500,000 per 500 student school would be a $25 million oper-
ation if it served only fifty schools. That kind of scale is still small
by the standards of corporate America, but it is great by the stan-
dards of public education. The average public school is part of a
system of only six schools. Three-fourths of all public schools are
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served by systems with less than fifteen schools.8 Even the larger
school systems do not devote anything like $25 million to support
services focused on curriculum, instruction, and assessment.

Comprehensive support organizations should be able to offer
charter schools a range of educational services at a much lower
total price and a much higher quality level than schools would
find if they tried to provide the services themselves or tried to
purchase them individually from multiple vendors. Schools do
not have the resources to develop serious expertise in any of the
specialized areas of knowledge crucial to school success, nor do
they have systems to ensure consistent and effective execution.
Scale organizations do. And when scale organizations offer com-
prehensive services, they enjoy additional economies. Field staff
can be trained to provide multiple forms of support to their
schools. Training conferences can address a wide range of needs.
Schools are therefore likely to find it more efficient to purchase
support—assuming they need multiple forms of support—from
comprehensive organizations than from specialized ones. Educa-
tional support organizations have traditionally been set up on a
specialized basis, offering discrete services such as curriculum
alignment, data analysis, student assessment, special education,
classroom management, leadership development, and a long list
of other training needs. With the advent of charter schools, how-
ever, the comprehensive model of service provision has become
increasingly popular.

Charter schools and charter advocates are beginning to rec-
ognize the potential of comprehensive service providers—and
scale. In California, one of the leading charter states with over
500 charter schools, serious organizations have sprouted to sup-
port multiple charter schools. The New Schools Venture Fund,

8. Estimated from National Center for Education Statistics, Digest of Education
Statistics 2004, Table 86.
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an investment philanthropy capitalized with some $15 million, is
funding the start up of what are becoming known as Charter
Management Organizations (or CMOs). These not-for-profit en-
tities, which include Aspire Schools, Green Dot Schools, and the
Knowledge is Power Program (or KIPP), among others, aim to
provide bundles of well-researched and highly developed educa-
tional services that charter schools could never provide them-
selves and could never buy effectively unbundled or ala carte.
KIPP, for example, offers an exceptional leadership development
program. Other philanthropies such as Pisces (funded by the
Fisher family, founders of The Gap) and the Walton Foundation
are funding the leading CMOs and cultivating new ones. These
prominent philanthropies, like growing numbers of charter ad-
vocates, believe that charter schools will perform better if each
school does not have to solve every problem on its own—if each
school can benefit from scale educational services organizations.

The Benefits of For-Profit Scale Organizations

The CMO movement represents one form of scale organization—
the not-for-profit form. But scale can obviously come from or-
ganizations with the same mission as CMOs but organized on a
for-profit basis. For-profits have come to be known by the similar
title of Educational Management Organizations (or EMOs). What
might they add to the potential benefits of scale organizations?

For-profit organizations have a natural tendency to push scale
economies to their limit. As long as the mission of a for-profit
organization is to provide its services as widely as possible—a gro-
cery chain, for example, and not a five star restaurant—a for-
profit organization wants to reach scale. With scale come oper-
ating efficiencies, additional revenue, and greater profits—in
absolute terms and as a percentage of profits. For-profit organi-
zations seek to maximize profit and, thereby, scale. But they don’t
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do so without limits. In a proper market they must compete with
other organizations for customers—a process that rewards quality
service and drives profit down. As consumers of for-profit serv-
ices, charter schools would be the ultimate beneficiaries of a mar-
ket for service providers. Schools would receive the best service
that scale can offer and at the lowest price. If a for-profit operator
tried to skimp on quality to increase profits, it would lose business
to operators who did not reduce quality at the same price. This
all assumes, of course, a free market for for-profit charter support
organizations—which does not fully exist.

For-profits have another potential advantage over not-for-prof-
its. For-profits tend to have much greater access to the capital
needed to get to scale. Launching and building an organization
requires investment or philanthropy. No business of any scale
pays for its own operations from opening day. The advantage of
for-profits is that they can raise capital in the private market
where vastly more funds are available than through philanthropy.
Investors put money in for-profit organizations to help them get
started, to grow, or to develop the next great innovation because
they hope to get a return on their investments. Donors put money
in philanthropies because they want to help a cause that the mar-
ket does not usually support, and they, unlike investors, do not
expect anything in return. Organizations that can promise inves-
tors a return on their money usually have a far easier time at-
tracting funds than organizations looking for gifts.

For-profits, then, should have more motive and better means
than not-for-profits to get to scale. But not-for-profits have their
own advantages, particularly in the support of charter schools, in
beating for-profits on price. The not-for-profit needs about 8%
less revenue because it is not seeking to make money, and it can
also subsidize its services with philanthropy. For example, with
generous philanthropic support, schools supported by KIPP have
budgets that sometimes exceed per pupil public revenue. The
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schools pay KIPP, but KIPP tops off the paid services with offer-
ings paid with philanthropy. Not-for-profits also have advantages
under current charter law: they can hold charters directly while
for-profits generally cannot.

The Evidence: Scaling Up

Although scale organizations, both for-profit and not-for-profit,
have been limited by existing charter law, they have not been
thwarted altogether. Over the nearly fifteen year history of char-
ter schools, scale organizations have accumulated enough of a
track record to suggest what their contributions may ultimately
be. Many organizations have been in existence since the mid-
1990s and are now working with charter schools in over half of
the states that authorize charters. In 2004–2005 roughly 600
schools were supported by organizations that work with at least
four schools overall.

Which raises a question of terminology: what is a scale sup-
port organization? Why would one consider an organization that
works with only four schools a scale operation? Putting first things
first, the focus here is not on just any kind of scale educational
enterprise. Charter schools can and do buy their books and com-
puters from major businesses that operate at enormous scale.
They may also buy discrete services from other specialized scale
vendors like bus companies, food service providers, payroll com-
panies, testing firms, and the like. The focus here is on CMOs
and EMOs, organizations with the expertise to help charter
schools with every aspect of their educational mission—classroom
management, curriculum, instruction, assessment, technology,
data analysis, special education, family and community. These
organizations often fully manage or run the school for the charter
holder. They frequently apply their services in accordance with
an integrated model of how the entire school should work. But
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they are also relatively new enterprises, still seeking scale—which
is why four schools are sufficient to warrant consideration in this
analysis. Organizations with fewer than four schools are simply
too small to track reliably.

One final clarification: some of the organizations with four or
more schools also work with non-charter public schools, through
comprehensive management agreements with school districts.
The data on the scale and scope of the organizations considered
here does not attempt to separate out non-charter contracts be-
cause the information to do so is not always available. In any case,
if work with non-charters is part of the process of getting to scale,
organizations that follow such a route should not be down-
played—they are still establishing scale. However, to avoid any
confusion about what is most important, the subsequent analysis
of organizational effectiveness will look only at charters. All data
are through the 2004–2005 school year.

Table 5.2 displays the distribution of management organiza-
tions by the geographic scope of their operations. Several patterns
stand out. First, there is a strong tendency toward geographic con-
centration. Over half of the management organizations—eighteen
out of thirty-two—work in only a single state. Only seven organ-
izations work in more than five states. There are several possible
explanations for this pattern. One is that some of the not-for-
profits, especially the universities, have no mission to work be-
yond their local community. They might some day work in a
significant number of local schools and develop true scale oper-
ations, but they would never work beyond their immediate bor-
ders. Another explanation is time. Most of these organizations
have less than ten years’ experience offering comprehensive serv-
ices; they may not have had time to scale beyond a state or two,
though they will eventually. The truth of this is unknowable.

The final reason for geographic specialization may be the na-
ture of public education itself. Controlled by the states, public



Table 5.2 Geographic Distribution of School Management Organizations
with Four or More Schools (School locations operating in the
2004–2005 School Year)

Location

Number
of

States

For-Profit Management Organizationsa

Edison Schools, Inc. CA, CO, DC, DE, GA, IA, IL, IN, MA, MD,
MI, MN, MO, NV, NY, OH, PA, WI

18

Imagine Schools AZ, DC, FL, GA, MA, MI, MO, NC, NY 9
K12, Inc. AZ, CA, CO, DC, FL, ID, OH, PA, WI 9
Mosaica Schools AZ, CO, DC, DE, IN, MI, NY, OH, PA 9
Connections Academy AZ, CA, CO, FL, OH, PA, WI 7
SABIS Educational Systems AZ, LA, MA, MI, MN, NY, OH 7
National Heritage Academies IN, MI, NC, NY, OH 5
Richard Milburn High School, Inc. TX, FL, IL, NC, VA 5
White Hat Management AZ, CO, MI, OH 4
Charter School Administrative Services FL, MI, MO, TX 4
The Leona Group, LLC AZ, IN, MI, OH 4
Victory Schools, Inc. MD, NY, PA 3
Charter Schools USA FL, TX 2
Designs for Learning, Inc. MN 1
Helicon Associaties MI 1
The Planagement Group TX 1
Sequoia Charter Schools AZ 1
Choice Schools, Associates MI 1
Excel Education Centers, Inc. AZ 1
Ideabanc, Inc. AZ 1
Nobel Learning Communities PA 1
Ombudsman Educational Service, Ltd. AZ 1
Pinnacle Education, Inc. AZ 1
The Romine Group, Inc. MI 1

For Profit Averages 4.08

Not-For-Profit Management Organizationsb

KIPP – Knowledge is Power Program AR, CA, CO, DC, GA, IL, IN, MA, MD, NC,
NJ, NY, OK, PA, TN, TX

16

Boston University MA 1
Foundations, Inc. PA 1
Temple University PA 1
Universal Charter Schools PA 1
University of Pennsylvania PA 1
Aspire Public Schools CA 1
Green Dot Public Schools CA 1

Not For Profit Averages 2.67

a Source: Molnar, Alex et. al. (2005), Profiles of For-Profit Education Management Organizations:
Seventh-Annual Report, Commercialism in Education Research Unit- Education Policy Studies Laboratory,
Arizona State University, http://edpolicylab.org

b Based on Schools Reported in Education Management Organization Websites



145Should Charter Schools Be a Cottage Industry?

education differs a great deal from state to state as gauged by
academic standards, high-stakes assessments, school law, program
regulations, and school culture. Support organizations need to
master the details of each state’s education system—and this takes
major resources. An organization would seem more likely to scale
and succeed if it focused on a small number of states it could
perform in exceedingly well. For the most part, management or-
ganizations have concentrated geographically, which is probably
a good thing for improving schools since expertise matters.

Yet, some organizations have chosen to set up shop in many
states. Seven CMOs or EMOs are working in seven or more
states. Two organizations, Edison and KIPP, are in eighteen and
sixteen states respectively. What can we say about the tendency
to try and serve multiple states? It is clearly a tendency of for-
profit firms. Six of the seven organizations working in seven or
more states are trying to make a profit. Only one of the fourteen
organizations operating in more than one state—KIPP—is a not-
for-profit.9 What the data unmistakably show is that while there
is a preference among all organizations for geographic speciali-
zation, the for-profit firms have frequently chosen or been driven
to expand their operations beyond single states. To be sure, KIPP
is evidence that a not-for-profit can approach national scope; it is
second to Edison in state penetration. But KIPP notwithstanding,
for-profits and not-for-profits seem to prefer different geographic
playing fields. As the table shows, the average for-profit is work-
ing in half again as many states (4.08 vs. 2.67) as the average
not-for-profit. Whether geographic spread is a good thing or a
bad thing educationally is another matter, considered subse-
quently. But first, let’s consider some additional aspects of getting
to scale.

9. At this writing Imagine Schools was reportedly in the process of converting
from for-profit to not-for-profit status. But because it built its school portfolio as a
for-profit organization, it is considered for-profit here.
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Table 5.3 depicts EMOs and CMOs by initial year of opera-
tion, total enrollment, number of schools, and average school size.
A few patterns are very plain. First, EMOs and CMOs have been
around for the same amount of time on average with both sectors’
modal operations commencing in the mid-1990s. Despite the
same amounts of time on the scene, for-profit firms have achieved
more scale than not-for-profit organizations. The average EMO
works with 20.1 schools; the average CMO works with half that
number, or 10.1 schools. The average EMO serves 9,232 stu-
dents; the average CMO serves less than a quarter of that or 2,051
students. Compared to public school systems, EMOs are reaching
the scale of mid-size school systems while CMOs are currently
more like small school systems. The EMOs also include several
firms that have reached the scale of moderate to major school
systems. It is too early to tell what scale for-profit and not-for-
profit support organizations will ultimately reach. None has been
operating long enough to have established a growth plateau. But
it seems safe to say that for-profits are moving toward scale more
rapidly than not-for-profits.

Another trend that bears watching still is school size. The
averages do not show great differences between for-profits and
not-for-profits. The average school served by for-profits enrolls
373 students; the average school served by not-for-profits enrolls
300. This difference is in the expected direction. Larger schools
are more efficient and generate more of a surplus than smaller
schools. For-profit firms have more need, since they lack philan-
thropy, to work with schools that can pay their own way. And
several of the larger EMOs tend to work in significantly bigger
schools than the EMO average—serving 500–700 students.10 But
these numbers are not all that large when compared to the na-
tional average of all public schools, which approaches 600.

10. The average enrollment in K12 schools exceeds 900 because these schools
are virtual, attended via the Internet.



Table 5.3 Longevity and Size of School Management Organizations with
Four or More Schools (School Year 2004–2005)

First
School

Number of
Schools

Total
Enrolled

Average
School Size

For-Profit Management Organizationsa

Edison Schools, Inc. 1996 98 66482 678
National Heritage Academies 1995 51 26133 512
The Leona Group, LLC 1995 45 13990 311
White Hat Management 1998 38 18318 482
Imagine Schools 1996 33 18194 551
Mosaica Schools 1997 27 9995 370
Charter Schools USA 1999 18 11205 623
Richard Milburn High School, Inc. 1989 18 4339 241
The Planagement Group 1998 18 2301 128
Charter School Administrative Services 1995 15 7295 486
K12, Inc. 2001 15 14460 964
Helicon Associaties 1995 14 5522 394
Victory Schools, Inc. 1999 13 5683 437
Sequoia Charter Schools 1996 11 1552 141
Connections Academy 2002 10 1081 108
Designs for Learning, Inc. 1996 10 1485 149
Pinnacle Education, Inc. 1995 9 1327 147
Choice Schools, Associates 1994 8 1825 228
Excel Education Centers, Inc. 1995 8 687 86
SABIS Educational Systems 1995 7 4660 666
Ombudsman Educational Service, Ltd. 1996 5 448 90
Ideabanc, Inc. 1998 4 1384 346
Nobel Learning Communities 1999 4 2109 527
The Romine Group, Inc. 2002 4 1095 274

For-Profit Averages 1997 20.1 9232 373

Not-For-Profit Management Organizationsb

Knowledge Is Power Program (KIPP) 1995 38 3461 91
Aspire Public Schools 1999 11 944 86
Boston University 1989 10 3826 383
Foundations, Inc. 1992 5 2173 435
Green Dot Public Schools 2000 5 1482 296
Temple University 1991 5 2029 406
Universal Charter Schools 1999 4 1482 371
University of Penn 2001 3 1009 336

Not-For-Profit Averages 1996 10.1 2051 300

a Source: Molnar, Alex et. al. (2005), Profiles of For-Profit Education Management Organizations:
Seventh-Annual Report, Commercialism in Education Research Unit- Education Policy Studies Laboratory,
Arizona State University, http://edpolicylab.org

b Based on Schools Reported in Education Management Organization Websites
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The more striking deviations from sector averages are two
prominent CMOs, KIPP and Aspire. Their schools are absolutely
tiny, averaging only ninety-one and eighty-six students respec-
tively. KIPP and Aspire want them this way. They build their
schools slowly but surely, grade by grade, over a period of years,
and reach capacities well below national averages. This approach
requires substantial external support, as tiny schools are not ef-
ficient. But with philanthropy, it has certainly proven workable:
KIPP in particular is second only to Edison in number of states
served and fifth in number of schools operated. KIPP served less
than 4,000 students in 2004–2005, but its footprint was all over
the nation. Time will tell whether the gradual roll-out of small
schools is a viable strategy, with philanthropic support, for help-
ing large numbers of charter schools succeed.

To recap, for-profit support organizations tend to pursue scale
faster and more widely than not-for-profit organizations. For-prof-
its do this by scaling up their own operations rather than dra-
matically scaling up their individual schools. But who do the dif-
ferent sectors serve as they pursue new customers? Are they
reaching out to kids in clear need? The purpose of charter legis-
lation, after all, is to offer alternatives to students who often do
not have them, particularly the economically disadvantaged. Ta-
ble 5.4 helps answer that question.

Both sectors tend to serve students who are more diverse and
more disadvantaged than public schools generally. Most obvi-
ously, African Americans make up 35 percent of the for-profit
enrollment and 53 percent of the not-for-profit enrollment versus
a national average enrollment for African Americans of 13 per-
cent. Poverty has a similar tendency. Students eligible for free or
reduced-price lunch represent 54 percent of the for-profit en-
rollment and 71 percent of the not-for-profit enrollment; the na-
tional public school average is only 38 percent. The not-for-profit
sector is enrolling a more diverse and needier group of students



Table 5.4 Demographics of School Management Organizations with
Four or More Schools (Demographic Data from the 2003–2004
school year)a

Percent
African

American
Percent
Hispanic

Percent
White

Percent
Free/Reduced-

Price Lunch

For-Profit Management Organizationsa

Charter Schools USA 29.8 24.4 44.1 100.0
Connections Academy 5.9 2.9 90.3 100.0
Charter School Administrative Services 93.6 5.0 0.7 98.0
Victory Schools, Inc. 92.5 4.2 1.2 89.4
Edison Schools, Inc. 67.3 20.4 10.4 69.2
Mosaica Schools 56.7 34.6 27.2 63.8
Choice Schools, Associates 41.9 4.1 52.3 56.4
Designs for Learning, Inc. 38.8 8.0 42.4 55.5
White Hat Management 68.4 2.6 26.5 47.4
Richard Milburn High School, Inc. 29.6 26.8 42.6 42.7
Helicon Associaties 39.3 7.3 46.4 41.7
Imagine Schools 37.5 17.5 41.5 40.8
The Leona Group, LLC 38.6 32.0 24.9 37.8
National Heritage Academies 29.9 6.2 61.4 29.7
The Romine Group, Inc. 18.4 4.7 72.9 19.2
Nobel Learning Communities 29.4 5.1 64.5 16.6
SABIS Educational Systems 49.8 16.7 32.1 10.8
The Planagement Group n/a n/a n/a n/a
Ideabanc, Inc. 14.4 41.4 38.2 n/a
Pinnacle Education, Inc. 8.9 42.3 42.5 n/a
Sequoia Charter Schools 6.5 18.8 70.6 n/a
K12, Inc. 4.9 4.0 85.0 n/a
Ombudsman Educational Service, Ltd. 3.7 19.5 71.5 n/a
Excel Education Centers, Inc. 0.8 13.9 63.4 n/a

For-Profit Demographic Average 35.1 15.8 45.8 54.1

Not-For-Profit Management Organizationsb

Boston University 6.8 71.8 15.6 n/a
KIPP 37.2 34.4 2.8 68.6
Foundations, Inc. 98.6 0.8 0.5 86.4
Temple University 82.9 11.1 0.7 96.2
Universal Charter Schools 89.3 1.0 3.4 76.9
University of Pennsylvania 93.0 1.3 1.4 90.8
Aspire Public Schools 3.1 44.5 41.6 11.2
Green Dot Public Schools 13.7 85.7 0.6 65.3

Not-For-Profit Demographic Average 53.1 31.3 8.3 70.8

a Based on the Nation Center for Education Statistics Demographic Data for the 2003–2004 School
Year

b Based on school listings from organization websites, cross referenced with the Nation Center for
Education Statistics Demographic Data for the 2003–2004 School Year
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than the for-profits, on average, but the differences between the
sectors are considerably smaller than the differences between
schools run by management organizations and public schools gen-
erally.

It is also the case that some of the largest providers in each
sector tend disproportionately to serve students who have tradi-
tionally not been served well by public schools. Among CMOs,
KIPP students are 82 percent eligible for free or reduced-price
lunch; Green Dot students are 85 percent eligible; Universal stu-
dents are 81 percent eligible. Among EMOs, Charter Schools
USA students are 100 percent eligible; Victory students are 89
percent eligible; Edison students are 69 percent eligible. Critics
of business participation in charter schooling have argued that
firms might exploit the poor: the poor are the most desperate for
alternatives to their traditional public schools and least able to
evaluate the quality of what a new provider might offer. But the
data do not show such a pattern. For-profits, like not-for-profits,
serve needier students than the national average by far. This in-
dicates that both groups are reaching the students that charter
schools are supposed to reach. But there is no evidence that for-
profits are somehow trying to capture a niche of the poorest of
the poor. Not-for-profits on average serve the students who are
very most in need.

The Evidence: Student Achievement

Any policy that stands to affect the operation of charter schools
ought to be evaluated by how it affects students—particularly
their achievement. Unfortunately, policies concerning scale or-
ganizations historically have been based on the arguments of po-
litical opponents and not on hard evidence of effects of any kind.
Opponents have argued successfully that scale organizations will
weaken public control over charter schools and that for-profit
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organizations will put profits ahead of students. Opponents have
persuaded policymakers that large entities, whether for profit or
not, will behave in ways that are likely to compromise educational
quality. Yet, it is also clear that through economies of scale an
organization supporting many schools might be able to provide
those schools far more and better services than any school could
provide or purchase on its own. The key questions, then, are re-
ally empirical. How do scale organizations actually behave and
what difference do they make for students?

To begin, the data indicate that management organizations
have not generally committed the sins that opponents feared they
would commit—going national, driving up school size, serving the
easy-to-serve. The data also indicate that for-profits are scaling
more rapidly than not-for-profits. If it turns out that scale organ-
izations are helping charter schools, then understanding how or-
ganizations get to scale may prove helpful. But the decisive data
for making good policy regarding charter schools is data on stu-
dent achievement.

Table 5.5 displays the data necessary to evaluate the academic
progress of schools working with management organizations. Un-
der the federal government’s No Child Left Behind (NCLB) leg-
islation, passed in 2002, all states are required to administer read-
ing and math assessments to all students in grades 3–8 inclusive
and one grade of high school, every year beginning in 2005–2006.
Prior to that time states were permitted to test fewer grade levels
each year, but all states had begun annual testing during the
1990s. States had also written their tests to measure achievement
of explicit academic standards and to gauge student progress to-
ward a demanding definition of “proficiency”—all later required
by NCLB. State tests therefore provide increasingly common
metrics for analyzing student achievement across the nation. State
standards and tests differ in difficulty, to be sure, but they bring
a singular perspective to assessment—annual measurement of
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achievement in reading and math at consecutive grade levels cal-
ibrated against an objective standard of proficiency.

Table 5.5 presents average reading and math scores on state
tests measured as gains against proficiency. The focus is on gains
rather than on absolute scores because we want to know whether
the charter school or its manager is adding any value. If a school
in its first year of operation posts a score of, say, 50 percent pro-
ficient, there is no easy way to evaluate the score. If the students
were very bright upon arrival, a 50 percent success rate would be
terrible. If the students had historically been very weak, a 50
percent success rate would be very good. To know whether the
school is making a difference for students, the simplest test is to
see if the school helps more kids achieve proficiency each year.
Comparing scores from year to year—calculating gains—gives a
rough measure of the effect that the school is having on student
achievement.

Gains alone do not tell the whole story, however. For many
reasons—from student experience with tests to adjustments in
state proficiency standards to the state release of information to
help schools prepare for tests—scores can move upward without
students really learning anything more. If a school, for example,
posted a 5 percentage point gain in its proficiency score, but every
school in the state did the same thing, the gain would hardly be
an indicator that the school was doing anything special. Accord-
ingly, it is useful to look not only at gains, but gains relative to
average gains by the whole state. Table 5.5 does this as well.11

Finally, test scores have a certain element of random error in

11. The state gains are weighted to reflect the grade levels served by the managers
in a given state. For example, if managers in a state served mostly elementary schools,
the elementary grades would dominate the state gain averages. An even more rigorous
analysis of gains would look at gains by schools in comparison to gains by demo-
graphically and academically similar schools. With hundreds of management-sup-
ported schools in this analysis, the number of comparable schools that would need
to be identified would number in the thousands—beyond the scope of this research.
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them. Students would not post identical scores if they took the
same test multiple times. As a result, the average scores of schools
tend to move up and down randomly depending upon underlying
trends in student learning. To not be misled by random fluctua-
tions that could lead gains to be unusually high or low in a single
year, Table 5.5 also presents data for two- and three-year gains.
The three-year gains are for 2002–2005; the two-year gains for
2003–2005; and the one-year gains for 2004–2005.12

What do the data reveal? First, the charter schools operated
by all managers are making academic gains against their state pro-
ficiency standards. Over a three-year span many of the gains are
in double digits, which is close to what NCLB demands in lower
performing schools. No manager has test scores showing no pro-
gress. Given all of the failure in public education, it is striking
that not a single manager is failing on average to make academic
progress.

But how impressive is the progress? All of the states in which
the managers work have also been making gains. Typical gains are
two percentage points per year, though higher in some states.
When the average state gains are subtracted from the respective
manager gains, the manager gains are less impressive than in their
absolute form. In relative terms, the results are generally positive.
With only a few exceptions managers are posting one-, two-, and
three-year gains greater than state averages. Since the positive
findings are not only evident in one year data, it is clear that the
relative gains are not short-term flukes. The long term data are
pretty clear evidence that management organizations can help
charter schools perform better than state norms.

Does it matter whether the management organization is for-
profit or not-for-profit? The evidence on this point is insufficient

12. All gains are measured spring to spring or winter to winter except for schools
in Indiana which are calculated from fall to fall, including fall 2005–2006 for the
most recent gains.
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to draw any firm conclusions. The data on the not-for-profits is
rather scant because few of those organizations have had suffi-
cient history with their schools under current state testing re-
gimes. A number of the not-for-profit firms—e.g., Universal,
Foundations, Temple University, the University of Pennsylva-
nia—are also serving non-charter public schools, and separate data
on their charter operations was not readily accessible. The not-
for-profit operators had only five schools with three years of data
in 2005, making it difficult to draw strong conclusions about long-
term effects.

What evidence can be adduced suggests there should be no
policy issue with the for-profits, relative to the not-for-profits, on
student achievement. The average gains for the for-profit man-
agers relative to state gains round to 5, 6, and 8 percentage points
for one-, two-, and three-year intervals. The gains for not-for-
profits round to 6, 7, and 4 percentage points for one-, two-, and
three-year gains, though again the three-year gains are based on
too little data to take seriously. Generally speaking, the academic
track records of for-profits and not-for-profits are similar and are
superior to state averages over the short and longer term. The
concern that for-profit managers would trade short-term profits
for achievement gains is not supported by the data. The idea that
not-for-profits will be academically superior scale operators is also
not supported. Both types of scale operators are making gains in
excess of state averages. Scale seems to benefit student achieve-
ment.

Summary and Recommendations

The funding of public schools in general and of charter schools
in particular makes it unlikely that any individual school will have
the resources to develop all of the expertise and build all of the
systems necessary to maximize its success for students. This point
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is acknowledged in long-standing arguments for school district
consolidation, and should be acknowledged in policy-making for
charter schools. Like traditional public schools, charter schools
stand to benefit from being part of larger groupings of schools,
where pooled resources and economies of scale can produce more
support services at a lower cost. Charter policy should allow for
these potential benefits.

Policymakers and education experts have no idea what the
scale of a school district or a system of schools truly should be.
The scale of public school systems—and of public schools—has
been determined entirely through political decision-making, con-
strained by local political geography. Policymakers have never had
opportunity to ask: what scale school system would maximize
student achievement for a given level of taxpayer commitment?
Charter schools offer an unparalleled opportunity for policymak-
ers to let factors other than political influence and tradition de-
termine the scale of public education. Charter schools are driven
more by market forces than by political forces—more by choice
and competition than by democracy and bureaucracy. Charter
schools still need government oversight, for certain. But market
forces could and should play a larger role in shaping their devel-
opment. One force that policymakers could and should leave
more to the market is the role of scale organization.

Opponents of charter schools have successfully argued that
scale organizations, for-profit and not-for-profit, are a danger to
public education. But those arguments were advanced before the
evidence to evaluate them was available. Now we know several
important things about scale support organizations:

1. Despite the limitations imposed on them by charter school
law, scale management organizations are proliferating: they
are meeting a need that charter schools are experiencing.

2. Management organizations are not turning into national be-
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hemoths threatening the local character of education; they are
instead becoming geographically focused, trying to master the
local standards, rules, and cultures that distinguish education
from state to state.

3. Management organizations are not driving schools to exces-
sive size to increase site efficiencies. Schools working with
outside managers are larger than typical charter schools but
smaller than traditional public schools. For-profit firms are not
driving schools to exceptional size as a rule; even the firms
with relatively large schools are still operating close to na-
tional norms.

4. For-profit management organizations are moving toward large
scale operations at a faster pace than not-for-profit organiza-
tions. Though time will tell whether not-for-profits are simply
moving more slowly than for-profits because they have dif-
ferent aspirations for scale, none of the organizations exam-
ined here has reached a size that would suggest they have
reached ideal scale. In all likelihood, whatever their goals at
scale, for-profits appear likely to get there faster than not-for-
profits.

5. Fears that large size or profits would get in the way of the
best interests of students appear unfounded. While schools
working with management organizations do not always suc-
ceed, and all management organizations do not succeed on
average every year, the general tendencies are positive. All
management organizations make achievement gains on aver-
age. These gains are sometimes only at rates states are making
overall. But over the long-term, schools appear to make
greater gains with management companies than schools state-
wide make in general. Finally, though the achievement data
on not-for-profits are scant, the data on for-profits are not:
schools working with EMOs are gaining at rates increasingly
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above state averages the longer schools work with those com-
panies.

Because scale has potential to help charter schools succeed;
because there is no evidence that scale organizations, for-profit
and not-for-profit, do any harm; and because for-profit scale or-
ganizations have potential to reach scale faster than not-for-profit
organizations, policymakers should remove the barriers they have
erected to scale organizations. Specifically, groups granted char-
ters should be able to operate multiple schools under a single
charter. For-profit as well as not-for-profit organizations ought to
be able to hold charters and operate charter schools directly. At
the very least, not-for-profit charter holders ought to be able to
hire for-profit operators to run their schools completely.



6. Chartering

and

Innovating

Chester E. Finn Jr.

Despite the weighty burdens under which they labor and the
many obstacles they encounter, U.S. charter schools have made
impressive strides on the innovation front. They’ve even inno-
vated with respect to the definition of “educational innovation,”
which is to say many of their notable accomplishments on this
front have taken altogether different forms than early charter the-
orists and backers expected.

That charters would innovate, however, was both expected
and promised from the outset, when their proponents made four
key claims.

First, these novel schools would provide needed and healthy
competition for moribund and monopolistic district public
schools and thus force them to change as a result of external
pressure.

Second, they would provide quality education options for
children who lacked them, especially disadvantaged youngsters
unable to afford private schools.

Third, they would offer creative educators, community
groups and organizations, entrepreneurs, philanthropists, and oth-
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ers the opportunity to develop and operate their own public
schools according to their own educational lights or the needs of
the children for whom they are most concerned.

Fourth, these schools would serve as sources of innovation
and discovery for American education as a whole, as laboratories
or research and development centers, devising new forms of
teaching and learning, unique curricula, distinctive ways of or-
ganizing schools and novel modes of effectively delivering instruc-
tion to children.

It is the last of those promises that I primarily examine here,
although, in fact, charter-related innovation has also helped to
keep the other three promises and I will note some of the ways.

The problem that the fourth promise sought to solve was em-
bedded in the belief that U.S. education wasn’t as good as it
needed to be because it had failed to discover effective ways of
doing things. It was stuck in a rut and too uniform from one place
to another. If only American K–12 education possessed a set of
daring “lab schools” to experiment with new and different edu-
cational practices (or so this reasoning went), it would make
breakthrough discoveries that could then be applied on a mass
scale.

Charters, at least to some people, held out the promise that
American ingenuity, turned loose to innovate without bureau-
cratic encumbrance, union strictures and regulatory inhibition,
would succeed in transforming education as it had transformed
so many other sectors. Call this the Thomas Edison view of
schooling. (In 1996, charter pioneer Joe Nathan identified Henry
Ford and Apple’s Steve Jobs and Steve Wozniak as prototypical
designer-inventor-entrepreneurs and models.) Putter about in the
lab or workshop, without too many outside constraints, and
clever, motivated, imaginative people will invent terrific alterna-
tives to the failed methods of yesteryear. Experiments that
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worked in charter schools could then be picked up by the “regular
system.”

“Without too many outside constraints,” I said, and that was, of
course, a major element of charter-school theology and of the
founders’ expectations. As other chapters in this volume make
clear, reality turned out to be painfully different. Compromise,
constraint and a slanted playing field have bedeviled charter
schools from the outset, with potentially dire consequences for
innovation. Just as families that lack such essentials as bread and
milk are unlikely to invent new gourmet taste treats, skimpy
funding has made it a challenge for U.S. charter schools to deliver
even the basics, even as myriad unwaived rules and laws have
pressed these schools to ape rather than deviate from the familiar
features and practices of traditional district-operated schools.

Almost from the beginning, critics charged that U.S. charter
schools were not, in fact, keeping the innovation promise by com-
ing up with anything truly original, anything that couldn’t already
be found (if one looked hard enough) in district-operated public
schools. Characteristic of this genre, in 2000 Gerald Bracey re-
marked of charter schools that, “Innovations in the broader sense
of the word . . . are rare. In Michigan, for example, evaluators
did not find any program or approach that had not already been
tried in the public schools.”1

Are such criticisms valid? Has this promise in fact not been
kept? Was it an illusion from the outset? A good idea strangled
in its crib? Or was it misunderstood (possibly by those who be-
lieved it) and misrepresented by charter critics, perhaps to serve
their larger political ends? Have important innovations emerged
from charter schools in particular and the charter movement in
general? If so, what are they? And what’s the likelihood that char-

1. Gerald Bracey, Charter Schools, Center for Education Research, Analysis, and
Innovation, School of Education, University of Wisconsin-Milwaukee, October 12,
2000.
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ter schools will, in the future, serve as a significant fount of in-
novation?

In a limited and technical sense, the critics have a point.
There’s practically no imaginable education “program or ap-
proach” (to use Bracey’s phrase) that cannot already be found
somewhere in the vastness of American public education. That
goes for good and bad practices alike, things that work and things
that don’t. American education has much sameness, but it also
boasts astonishing diversity—and this was true before charter
schools came along.

But that argument misses the point. Innovativeness per se is
no virtue if the change represents no improvement. In an era of
standards-based reform, in fact, the coin of the education realm
is achievement or performance, not sheer novelty or unalloyed
differentness. Charter schools, sometimes to their dismay, are be-
ing judged more by their success in boosting standardized test
scores than by their capacity to generate a parade of inventions
and innovations. Some charter people, in fact, feel confined, in-
hibited, and frustrated by this fact. Yet going where nobody has
ever journeyed before is a dreamy ideal that is seldom realized in
the 100,000-school expanse of American K–12 education, and
isn’t all that important, anyway. Indeed, one can argue that the
education system’s obsession with innovativeness per se is a ro-
mantic distraction from the need to take proven practices and
known successes and replicate them in more places, deploying
them in place of failed approaches and nonfunctional designs.
Indeed, even within the charter movement, much of today’s
smart money is investing not in the invention of yet more models,
but in the duplication and propagation of success.

Yet charter schools and the charter movement have made
profound and valuable contributions to educational innovation in
America—and have done so despite the confined scope, con-
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strained budgets and regulatory shackles that inhibit them. Ten
developments on this front deserve note.

First, while cosmopolitans routinely scan the entire national
public-education landscape in search of ideas, innovations, ex-
amples, and trends, most people are locally oriented. For a par-
ticular child, parent, or teacher, public education consists of
what’s readily accessible where they live. A fine school in Port-
land doesn’t do much for a kid in Tuscaloosa. An innovative ped-
agogy in the Bronx is of scant value on Arizona’s Navaho reser-
vation—and vice versa. What charter schools have been able to
do in thousands of places is to distinguish themselves from the
pre-existing schools in their vicinities, thus creating what, from
the community’s standpoint, must fairly be termed innovations
and alternatives that didn’t otherwise exist. Innovation in situ, we
might call it. That charters have done this is acknowledged even
by people like Bracey, who grudgingly notes that “some things
might be considered an innovation by contrast to the local public
school. For instance, if the public schools were emphasizing a
whole language approach to the teaching of beginning reading,
then a phonics-oriented program might seem innovative to those
who adopted it.”

Example: Hundreds of “Core Knowledge” schools are scat-
tered about the land, and the concept has been familiar since E.
D. Hirsch Jr. coined it more than a decade ago. Core Knowledge
curricula can be found in some district schools and private
schools, as well as charter schools, and no longer qualify as an
innovation per se. But if your family lives in Arvada, Colorado,
served by the sprawling Jefferson County school system, the fas-
test, surest route to a Core Knowledge school for your kids is the
Lincoln Academy charter school.2 Similarly, while single-sex ed-
ucation is scarcely a novelty in the cosmos, if you live in Albany

2. http://lincolnacademy.net.
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and want it for your daughter or son, you will gravitate to the
only places in town that offer it: the twin “Brighter Choices” char-
ter schools, one for boys and one for girls.3

Second, while charter schools may invent few unprecedented
practices that cannot be spotted in some district school some-
where, they often mix and match practices in unusual and crea-
tive ways. For example, they might be much more instructionally
unified than district schools in which teachers can close their
doors and ignore what everyone else is teaching. They might be
small, personalized, demanding, yet serene. They might include
student-initiated learning with close attention to individual
youngsters’ progress followed by quick remediation when stu-
dents fall behind. They often engage parents in unusual ways,
including “learning contracts,” weekly progress bulletins, manda-
tory parent participation, and suchlike. They may combine in-
struction with motivation, character development, and moral for-
mation in ways that public schools seldom do. They might have
novel staffing patterns. They might be conventional about instruc-
tion but join it to health, recreation, and social services. Such
blends of instructional practices, school climate and organization,
staffing and leadership, and ancillary activities are rare in public
education, precisely because union contracts, school board poli-
cies, and bureaucratic boundaries work against them. Thus, when
one seeks innovativeness in charter schools, it’s not individual
practices so much as packages, combinations, and connections
among them that hold the greatest promise for children, families,
and educators—and for those seeking to replicate success.

Example: New York City’s Harlem-based “Village Acade-
mies,” the first of which began in 2003, are remarkable meldings
of school features tailored to the schools’ missions and their inner-
city, early-adolescent clienteles. These features were carefully re-

3. http://www.brighterchoice.org.
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searched and meticulously assembled by school founder Deborah
Kenny.4 Thus the schools combine a liberal arts curriculum with
extra attention to reading and math skills; they have a nine-hour
school day and 200-day year; they’re organized into “small learn-
ing villages” that strive to individualize attention to students; and
they commence college counseling in sixth grade.

Third, for a nontrivial number of public-school systems, the
chartering mechanism, constrained as it is, has allowed them to
try things they couldn’t easily do within their own even-more-
confining bureaucratic rules and contractual restrictions. “Pro-ac-
tive chartering,” we can call it. Whether it’s networks of start-up
schools in big cities like Chicago, New York, or Philadelphia, un-
usual school alternatives in the Minnesota towns of Northfield,
Waseca, and Faribault, Houston’s “Accelerated Learning and
Transition Academy,” the Los Angeles campus of “High Tech
High,” or virtual charter schools in a number of Ohio districts,
some reform-minded superintendents and school boards have
seized on the charter option as a way to test or demonstrate
changes that they know make sense but are otherwise powerless
to effect. Unfortunately, many other superintendents lack the vi-
sion or political will to do this—but in those situations it’s not
unheard of for other community leaders to seize upon the charter
mechanism to inject quality and options into the city’s education
offerings, as Indianapolis mayor Bart Peterson and Oakland mayor
Jerry Brown have done.

Example: Chicago’s “ACE Tech High School”—ACE stands
for “architecture, construction, engineering”—was created as a
charter school because local building trades firms and unions had
long had great difficulty working with the school system’s voca-
tional education department, and because it was crucial that
skilled union tradespeople who were not state-certified as teach-

4. http://www.villageacademies.org.
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ers be able to instruct its students.5 A knowledgeable observer of
the Chicago scene remarks that this school’s creation “caused an
interesting and even amusing level of stress within the local labor
movement as one branch of labor created a school in order to do
a better job than another branch. The teachers union was not
happy but the building trades couldn’t have cared less.”

In Colorado, where, until recently, districts have been the
only charter authorizers—and many proved grudging in this
role—several superintendents recognized that the charter law
could be deployed for the district’s own purposes. Denver, Mon-
trose, and Strasburg, for example, launched charter schools to
provide alternative programs for high-risk students and/or “recov-
ery” programs for dropouts.

Fourth, any number of promising schools might not have hap-
pened at all, and certainly wouldn’t have spread, but for the char-
ter option. Prominent examples include Core Knowledge, KIPP,
The Met, High Tech High, Aspire Public Schools, National Her-
itage Academies, and Edison Schools. “Virtual” schooling would
not have reached nearly as many youngsters in nearly as many
states were it not for the invention of “virtual charter schools,”
such as the networks run by Connections Academy and K12.6

Though successful replication of good schools remains a huge
challenge for public education in general, the fact is that these
schools are different enough, sometimes controversial enough,
and often in need of such unconventional resources (people,
budgets, calendars, schedules, materials, etc.), that chartering en-
abled them to thrive and spread in ways that district governance
only occasionally allows. We can contrast this with the tale of
“New American Schools” in the early 90s, which devised some
interesting (and some banal) school designs but relied on states

5. http://www.acetechnical.org/index.htm.
6. http://www.connectionsacademy.com and www.k12.com.
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and districts to embrace and implement comprehensive change
models. By comparison, chartering fosters the spread of these
other models today.

Interestingly, the “scaling” of charter-led innovation is not oc-
curring within the district-school system so much as via the
spread of successful charter models through the fascinating new
entities known as Education Management Organizations (EMO’s)
and Charter Management Organizations (CMO’s). (The former
are profit-seeking firms such as Edison, Mosaica, White Hat and
National Heritage Academies. The latter are non-profit organi-
zations.) Virtual or shadow school systems—systems that repli-
cate and refine successful models first developed as one-off
schools—are arising via these enterprises, sometimes across a state
or region, sometimes across the nation.

Though such models are common in the business sector, U.S.
school systems have traditionally been geographically defined. We
are now discovering via charters, CMO’s, EMO’s and kindred
enterprises, that a single entity can successfully operate similar
schools in many communities scattered across the landscape. The
management arrangements differ but the implications are pro-
found, not just for school organization, administration and deliv-
ery but also for the appearance of what can fairly be termed
“brand name schools” that may one day be as ubiquitous as Hol-
iday Inns, Toyota dealerships and Olive Garden restaurants.

Organizations pushing hard for large-scale school reform,
such as the Bill and Melinda Gates Foundation, have discovered
to their dismay that, except in rare circumstances where the po-
litical and leadership stars are well aligned at the top of a school
system, changing existing district schools—particularly in big cit-
ies—is excruciatingly difficult. They’re finding it faster and more
productive to launch new schools. That, in turn, attracts them to
the charter option and to CMO’s, EMO’s, and other means of
taking charter-devised innovation to scale.
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Example: The Knowledge Is Power Program (KIPP) schools
began as charters and most of them (forty-two of forty-eight at
present) remain charters, though there’s no fast rule that they
must be. But because they expect so much of their teachers—
ultra-long days, weeks and years, plus 24/7 cell phone accessibil-
ity—it’s exceptionally difficult to work this out within the bounds
of a conventional salary schedule, state certification rules, and
union contracts. Additionally, the KIPP curriculum, while tai-
lored to a state’s academic standards (and often blowing the lid
off local test scores), is distinctive and not well suited to a dis-
trict’s standard offerings. Moreover, one of the “five pillars” of
KIPP is that the school must be a “school of choice,” which is
usually much easier to secure under the rules of a charter law
than under the constraints of a district’s attendance zones and bus
routes. The KIPP organization is not, strictly speaking, a CMO.
It’s more like a leadership training, school development, and fran-
chising operation—yet another organizational innovation
spawned by the charter world.7

Fifth, though districts may not embrace different practices
because they were piloted by charter schools, pressure from char-
ter-induced competition has prodded a number of districts to in-
novate with their regular schools, if only to stanch the pupil hem-
orrhage and appeal more directly to parents who suddenly have
viable alternatives for their daughters and sons. A 2001 federal
study of “ripple effects” found every school system in a five-state
sample making changes in “business and/or operations in response
to charter schools. In 90 percent of those districts, leaders indi-
cated they made changes in multiple areas of their district’s op-
erations in response to charter schools.” 8 Other studies are more

7. http://www.kipp.org/kippschools.
8. Gregg Vanourek, State of the Charter Movement 2005, National Association

of Public Charter Schools, http://www.charterschoolleadershipcouncil.org/pdf/
sotm2005.pdf, page 24.
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skeptical about the extent to which district schools have changed
their practices in response to charter-driven competition, but eve-
ryone in the charter movement has anecdotes that suggest this is
occurring.

Examples: The Ohio landscape is figuratively strewn with
“virtual” schools started by districts in reaction to the thousands
of students who have exited in favor of statewide virtual charter
schools (and because districts spotted the availability of federal
and state start-up dollars for such initiatives). Minnesota’s Forest
Lake district started a Montessori school of its own after parents
sought to launch a charter school in the Montessori mode.

A decade ago, one of America’s sagest school superintendents,
Boston’s Tom Payzant, in collaboration with that city’s teacher
union, initiated a network of semi-autonomous “pilot” schools,
now numbering seventeen such.9 Here is how the Boston Foun-
dation and Payzant explained them in 2002:

Pilot schools resulted from an agreement among the Boston
Teachers Union (BTU), the Boston School Committee and the
Mayor, which was incorporated into the 1994 collective bar-
gaining agreement between the BTU and the Boston Public
Schools. Pilot schools were created, in part, as a direct response
to the competition posed by charter schools. . . . Dr. Thomas
Payzant, Superintendent of Boston Public Schools, welcomed
the Foundation’s support for encouraging the conversion of ex-
isting schools, saying, “Pilot schools are a critical part of the
Boston Public Schools’ reform agenda. They were conceived by
the district and the union working together. Parents want their
children to attend, the results are impressive, and they keep the
district competitive. Now, it is important to encourage more
Boston public schools to seek pilot status.”10

Unfortunately, the Boston venture also shows how vulnerable

9. http://www.ccebos.org/pilotschools/schools.html.
10. http://www.tbf.org/About/about-L2.asp?ID�97.
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such innovations are to shifts in the political winds. When the
local teachers union acquired a new president in June 2003 (for
the first time in twenty-eight years), he turned out to be a critic
of the pilot-school program, objecting, in particular, to the
schools’ freedom to set their own teachers’ hours and calendars
and to decide how and whether additional “stipends” would be
paid to those who work longer. “Forced overtime,” union presi-
dent Richard Stutman termed it, as he sought to curb the schools’
autonomy in personnel matters—and to extract more salary dol-
lars from the school system. The result, in mid-2005, was termed
by Education Week “an increasingly bitter standoff” between un-
ion and district that, among its consequences, is preventing at
least one more elementary school from joining the pilot network,
even though its teachers voted (two years ago) to do so.

Sixth, charters have, as intended, created havens for disad-
vantaged youngsters in need of decent alternatives to bad district
schools and unable to afford private schools. From the children’s
standpoint, at least, that amounts to a major innovation. Al-
though Milton Friedman, father of the voucher movement, terms
charters “a halfway solution,” and although not every charter
school is a good school, the waiting lists at many attest to their
popularity and the demand for more of them. The Charter School
Leadership Council estimates that, if there were enough charter
schools today to accommodate all the girls and boys on waiting
lists—20,000 in California, 15,000 in Massachusetts, etc.—total
charter enrollments would be 20 percent greater and some 700
more schools (at their present average size) would be needed. The
reason demand outstrips supply is, of course, the many caps, con-
straints, and obstacles that block the creation and expansion of
charter schooling in nearly every state.

The overwhelming majority of today’s 3,400 charter schools
are located within the borders of troubled urban school systems
large and small, and most of their million pupils are poor and
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minority. Vanourek says that in 2002–2003, 58.6 percent of char-
ter students were minority and 35 percent were eligible for sub-
sidized federal lunches (and there’s reason to suspect undercount-
ing). Moreover, a large fraction of charter schools specifically seek
to serve pupil populations that are needy in other ways. A 2003
survey reported that “28 percent of charter schools target low-
income students or dropouts, 27 percent identify gifted and tal-
ented students as a target population to be served, nearly a quar-
ter target English as a Second Language (ESL) students, 18
percent view teen parents as a focus, 12 percent specifically seek
disabled students, 11 percent target court-adjudicated youth, and
10 percent target expelled youth.”11

Examples: Within four years of its founding, Washington’s
KIPP “Key Academy” was the highest-scoring middle school in
the District of Columbia. Its cousin in the Bronx, one of the
nation’s two original KIPP schools, has for eight straight years
been ranked the highest performing middle school in that im-
poverished borough.

The W.E.B. DuBois Academy, one of Ohio’s highest-per-
forming charter schools, now styles itself the “best school in Cin-
cinnati,” a claim that nobody in the Queen City seems to dispute.

The Chicago Charter School Foundation (CCSF) operates
seven campuses serving some 4500 Windy City youngsters. De-
mand for places in these schools greatly exceeds capacity. In the
summer of 2004, for example, 1700 more youngsters applied
than could be accommodated—illustrative of the desperation felt
by many Chicago families to find better education options for
their children than the district itself provides. This abundance of
applicants, and the fact that CCSF uses a randomized lottery to
determine which applicants will attend its schools, means that it’s
also an excellent place for careful research, which was undertaken

11. Vanourek, page 12.
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by Harvard economist and Koret Task Force member Caroline
M. Hoxby. She and a colleague report that CCSF students (who
entered between kindergarten and fifth grade), after spending an
average of two years in their charter schools, score, on average,
six percentile points higher than similar youngsters who were
“lotteried out” and remained in the regular district-school system.

Seventh, chartering has become an option—not necessarily a
good one—for transforming dysfunctional schools in the era of
standards-based accountability. The basic charter “bargain”—
greater operational freedom in return for stronger academic re-
sults, with the school’s very continuation dependent on its success
in delivering those results—meshes well with standards-based re-
form. Congress and several states now see “chartering” as a way
of reconstituting faltering district schools.

State (or district-initiated) interventions into poorly perform-
ing schools can take the form of chartering them, reconstituting
them as charters, or closing them down and replacing them with
start-up charters, perhaps operating in the same building. Some
versions of reconstitution-via-charter are causing heartburn
among charter aficionados who contend that the people associ-
ated with a school have to want it to be a charter school for that
approach to have a decent chance of succeeding, i.e. that “invol-
untary charter school” is an oxymoron. Still, if the reconstitution
is thorough enough, such as emptying out the building and in
effect starting a new school in the old structure, it may succeed
as a charter school. Colorado has pioneered a version of this with
its own state accountability law, which provides that after several
years of low performance by a district school, the state will issue
a “request for proposals,” inviting outside groups to propose con-
verting that school to a charter. For various reasons, little has yet
occurred under this provision, but in early 2005, with KIPP’s
help, the Denver Public Schools “reconstituted” the chronically
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low-performing Cole Middle School as a charter to be known as
“KIPP: Cole College Prep.”

California has a similar provision on the books. As one option
for a chronically low-performing school, parents may petition the
state to convert the school into a charter. Nobody has done this
yet, but the Sacramento school system engaged in a version of it
in 2003 when, rather than face a state takeover, it closed the
venerable Sacramento High School and reopened it as a charter
school run by a non-profit group called St. Hope Public Schools.
(By all accounts, the school is thriving under its new structure.)

Much more of this sort of thing may be on the horizon cour-
tesy of No Child Left Behind, which prescribes, among the op-
tions afforded districts for transforming low-performing schools
in “corrective action” (and that have proven resistant to improve-
ment via milder interventions), that “re-opening the school as a
public charter school” is now a federally-sanctioned intervention
strategy. How this will work is anybody’s guess.12

Eighth, the charter movement is drawing new people into
public education—and keeping them there longer than the tra-
ditional system could. This is palpable at the annual “summit”
sponsored by the New Schools Venture Fund, where hundreds
of education innovators (and some profiteers and hangers-on)
throng a hotel lobby and corridors, gossiping, exchanging business
cards, exploring deals, commiserating about political and bureau-
cratic obstacles, and talking about curriculum, teachers, technol-
ogy, and test scores.

One cannot help but contrast that scene with standard-issue
education conferences, where real innovativeness is in short sup-
ply, resentment of change is the norm, and the best-loved speak-
ers are those who rationalize the current performance of U.S.

12. See http://www.ecs.org/clearinghouse/54/25/5425.htm for additional infor-
mation.
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schools and decry the scoundrels who aver that the nation is in
jeopardy.

Attendees at the “New Schools” confabs also appear younger,
keener and leaner, less fixated on the next cocktail hour or ex-
hibitor break.

Example: The SEED Foundation is a non-profit group in
Washington D.C. that runs the country’s best-known college-ori-
ented charter boarding school, designed for disadvantaged teen-
agers from such troubled circumstances that going home after
school each day is not wise.13 It’s becoming a model for other
communities, even as it does an exemplary job of meeting the
educational needs of several hundred D.C. youngsters. The two
impressive young men who founded and still lead the school—
one with an MBA in finance from Wharton Business School, the
other a trustee of Princeton— wouldn’t likely be found working
within the public-education system absent the charter opportu-
nity. Nor have they lost their sense of enterprise. If all goes well,
Baltimore will soon be home to the second SEED academy.

Ninth, though charter schools should not base their reputa-
tion for innovativeness on pure novelty or invention, some have
characteristics so distinctive as to be genuinely difficult to find in
traditional district schools. These include grade configurations
that are rare in public school systems, such as schools spanning
grades 6–12 and K–12 on a single site, easing or eliminating dam-
aging transitions for kids and giving parents the option of circum-
venting the middle school entirely. They also include imaginative
dropout-recovery schools that enable students to earn money
while learning both technical and academic skills. (See, for ex-
ample, Dayton’s ISUS and Mound Street charter schools.)14

13. http://www.seedfoundation.com/SEEDfoundation/SEEDSITE/Program_ove
rview.htm.

14. Learn more about these schools at http://www.cew.wisc.edu/charterSchools/
profileISUS.asp and http://www.moundstreet.k12.oh.us/moundstreeta/site/default
.asp.
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Minnesota’s statutory requirement that teachers comprise a
majority of each charter school governing board, though placed
in the law to placate the teacher unions, has actually given rise
to some unusual administrative arrangements. The EdVisions “co-
operative” believes strongly in “teacher ownership” of its ten af-
filiated charter schools, pivoting off a design pioneered at the
Minnesota New Country School, a rural school that has no prin-
cipal and is led by a team of teachers.

Others have used chartering as a way to solve structural or
governance problems that once plagued them. For example, sev-
eral rural communities in Colorado—Marble, Guffey, Dinosaur,
Paradox and others—were aggrieved because district consolida-
tion had erased their sense of local control of their public
schools—something especially important in tiny towns where the
school is often the center of community life. District headquarters
might be as much as fifty miles away, literally on the other side
of the mountains, and they may subscribe to very different cul-
tures and values than do those in the schools they govern. The
charter law, in effect, enabled the rural communities to “secede”
from these sprawling districts and recapture community owner-
ship. What’s unique here is not what goes on inside the school.
What’s unique is a functional governance arrangement that is
well-tailored to a community’s circumstances but otherwise un-
attainable within the ever-larger structures that dominate Amer-
ican public education.

Tenth and finally, chartering as a concept is beginning to
creep into a few other domains.15 Ohio has developed a modest
program of “charter colleges of education” that prepare candidates
for “alternative certification” and California State University at
Los Angeles boasts a “charter college of education.”

15. Some analysts say it was widespread in many other domains long before it
percolated into public education and that, in fact, innovation is seeping the other
direction.
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Virginia’s legislature came close to “chartering” that state’s
public universities and conferring greater autonomy on them; in
2005 lawmakers agreed to a plan whereby (without using the
charter label) interested campuses can approximate that status.

Major changes in Colorado’s public higher education system
in the past few years were modeled on charter-school governance,
with individual campuses getting many state regulations waived
in return for negotiated “performance contracts.”

Iowa now calls six of its state agencies (e.g. child welfare,
corrections) “charter agencies” and exempts them from many bu-
reaucratic rules and routines in return for fiscal savings and meas-
urable consumer benefits.

The word “charter” isn’t the crucial element. What’s distinc-
tive is the shift from large bureaucratic structures, uniformity, and
command-and-control governance to something more like a con-
tractual arrangement between the public and a provider of public
services. Charter sponsorship, as explained in chapter 4 in this
volume, is akin to outsourcing the provision of those services
rather than their exclusive delivery via government agencies and
government employees. This is becoming more and more wide-
spread in myriad domains within and outside of education.

That’s ten, and to my eye they add up to plenty of important
innovating. On balance, it can fairly be said that, while there may
be few things that a given charter school is doing that a district
somewhere isn’t also doing, the American charter experience is,
in fact, yielding an immense amount of desirable innovation on
multiple fronts. It’s doing so, moreover, in spite of the myriad
constraints upon it. Perhaps adversity begets creativity—or in the
more familiar phrasing, necessity is the mother of invention. But
one should also try to imagine what more might have been ac-
complished on the innovation front if the playing field weren’t so
steeply tilted against the charter venture.

That’s not to say that all such schools are succeeding or that
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the charter experiment is a slam-dunk success. Indeed, we’ve also
learned over these fifteen years that putting the charter label on
a school doesn’t make it a good one. But charter schools that are
really bad have closed down, hundreds of them, albeit not enough
yet (good sponsorship remains a work in progress), which is more
than one can say for district schools. Thus, chartering is also an
important, if not yet fully successful, innovation on the account-
ability front, which is particularly important in an era of stan-
dards-based reform.

What does the future hold? Most importantly, I believe, we
can glimpse the emergence of a new model for organizing and
governing public education—and for creating new or different
schools. Ted Kolderie calls it public education’s “open sector,” the
part that’s free from traditional geographic boundaries and district
bureaucracies, the part that allows for invention and innovation.
But it’s even more than that. The organizational changes we’re
witnessing suggest that charter schools may themselves be taken
to scale—and that the results-based and always contingent rela-
tionship between a charter school and its sponsor might even be-
come the norm rather than the exception in American public
education. That would be one heck of an innovation.

What will keep that from happening? Self-destructive forces
within the charter movement will contribute but the successful
spread of this promising innovation will be blocked, above all, by
the intense political opposition of those who are now pressing
hard to contain it; who want to burden it with even more shack-
les; and who absolutely, positively don’t want it to spread. Don’t
believe them, though, when they cite charters’ alleged lack of
innovation as a reason why it shouldn’t.





7. Realizing

Chartering’s

Full Potential

Paul T. Hill

Many people who supported charter schools from the beginning
did so because of what they could envision developing in the long
run. They could imagine a big city like Chicago or Cleveland
having an education system very much like the marketplace for
independent schools in a wealthy city like San Francisco or Se-
attle. In a city with a mature charter school sector:

● Families would have many options and schools’ specialties,
strengths, and weaknesses would be well known so that par-
ents know what they are choosing; moreover many options
would be available to the poor, not just the well off;

● Information would be plentiful about what individual schools
do well and badly, and how all schools perform on common
outcome measures;

● Except for the newest entrants, all schools would have clear
track records so both parents and public oversight bodies can
consider long term outcomes like graduation rates, student
performance at the next level of education, college attendance
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and graduation, and employment success as well as short term
outcomes like test scores;

● Teachers could select the schools that best match their inter-
ests, that most need their individual skills, and that are willing
and able to pay for classroom excellence;

● New teachers and individuals with rare skills could compete
for jobs and be paid for the value of their contribution to the
school, not just for their seniority or degrees attained;

● Many teachers and administrators would have experience
working in schools of choice and understand the importance
of collaboration, sharing responsibility, and paying close at-
tention to parents;

● Organizations that run schools, though varied in their ap-
proach to instruction, would all have strong incentives to
invest in good instruction and work hard to maintain quality;

● Schools that had bad performance records or lose the confi-
dence of parents will be unable to remain open;

● There would always be room for a school with a powerful
new idea—including new uses of time, place, and technol-
ogy—or a way to meet a previously unmet need;

● Business and financial institutions would understand schools
and compete to supply them with everything from loans and
insurance to facilities, maintenance, and supplies.

Paul E. Peterson’s chapter shows that local marketplaces can
develop in this way under the right combination of circum-
stances. No one thought such a situation would emerge overnight.
The behemoth of bureaucratic-style public school “systems” was
too well entrenched and politically powerful. The alternative
would develop gradually, as the first charter schools developed
loyal clienteles and attracted more applicants than they could ad-
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mit, and created a demand for additional charters. As the number
of schools grew, so would the number of parents who expected
to send their children to charter schools and the numbers of
teachers and parents who had charter schools experience and
knew how to work effectively within them. Companies and fi-
nancial institutions, at first unfamiliar with charter schools, would
develop lines of business to serve them. School districts, facing
competition for students from nimbler and more efficient schools,
would seek to compete by devolving important decisions about
spending and staffing to the building level and cutting back their
central office overhead. Ultimately, all schools would compete on
the same basis and the reinvented district would be as aggressive
about pursuing new ideas and seeking replacements for low per-
forming schools as were the charter schools. Innovations like
those described by Chester E. Finn Jr. would become widespread,
and the whole public education system would always be open to
new ideas.

The situation described above can emerge only if the charter
sector grows steadily over time and large numbers of schools de-
velop into well-defined educational options. Today, newness and
small scale are themselves barriers to the success of charter
schools. Civic and educational leaders who hope chartering will
attain the broad vision sketched above need to make sure the
movement survives long enough for its schools to develop track
records for quality instruction. But a few good schools are not
enough. A large-scale alternative can only emerge once people
can actually visualize how it would work in practice, not just in
theory. Chartering needs the running room to function as a bona
fide demonstration of “different.”

Looked upon from the future, today’s charter schools will be
seen as pioneers that fought their way uphill and gradually de-
veloped a marketplace of real options. Though many good things
have happened in the charter school movement, it is still a very
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long way from realizing this vision. This is true in part because
starting good schools and building a track record can’t happen
overnight; it takes years, more than the charter school movement
has had to date. Another and probably more important reason is
that opponents of charter schools have understood the long-term
vision perfectly and have worked to prevent it by tilting the play-
ing field against charter schools.

When the first charter-school laws were enacted, nobody
wanted to dwell on how bad a deal they offered. It was clear that
people who wanted to run charter schools had to take on all the
risks of a new small business, engage in a school start-up process
about which little was known, and compete for students and
teachers against district-run public schools that were better
funded and well established. It was clear they would get less
money than the district-run schools with which they had to com-
pete, but as Eric Osberg shows, nobody knew just how big the
funding gap would be. Caroline M. Hoxby shows how effective
legislative provisions were in tilting the playing field against char-
ter schools. As Chester E. Finn Jr. and Paul T. Hill show, when
charter laws were first enacted nobody anticipated how carelessly
government would play its role in approving and overseeing char-
ter schools. Nor did charter supporters, optimists all, anticipate
how relentlessly opponents, particularly teachers’ unions and
school boards, would work to make new problems for charter
schools and exacerbate the existing ones.

Opponents’ tactics have also prevented natural development
of the charter sector—not only the schools themselves but the
suppliers of goods, services, and financing that schools need, and
the teacher and administrator human resource pools that inevi-
tably emerge when a kind of school has operated in many places
over a long time.

The human resource issue is particularly important: it is why
well established genres of private school—e.g., Yeshivas, Montes-
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sori, Quaker, Jesuit and Jewish Day schools—can be reproduced
successfully in many places with relatively little infrastructure. In
any large city, there are people who have attended such schools
and perhaps even taught in them. People starting a new school
of these types face many challenges, but they can start with a
group of teachers and administrators who share many principles
and experiences, whether or not they know one another person-
ally.

The first few charter schools starting in a community have no
such advantages. They must instead hire people who have never
worked in such a school before. Not only will new teachers and
administrators have disparate ideas about teaching and collabo-
ration, but they will also lack experience working in a school that
must attract students in order to survive and must live strictly
within its income. With time, the charter school human resource
pool should grow, and future charter schools should have less
difficulty finding the people they need. However, the human re-
source pool will never become strong if the number of charter
schools in a community can be kept low and existing schools are
constantly forced to fight for their lives. As several chapters in
this book show, school boards and teachers’ unions, while com-
plaining about charter schools’ supposed advantages, have worked
to de-stabilize schools, made sure they had less money than other
public schools, and discouraged experienced teachers from joining
them.

The charter movement overall has survived a hostile environ-
ment and even thrived in some places. Individual schools have
fallen victim to one problem or another, but many schools have
defined themselves, developed stable staffs and loyal followings,
and offered learning opportunities not otherwise available.

Some entrepreneurs have also innovated in response to ad-
versity, compensating for the absence of local suppliers and hu-
man resource pools by creating multi-site school providers, called
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charter management organizations (CMOs) or, in the case of for-
profit firms, education management organizations (EMOs). De-
spite the many barriers to for-profits’ success documented above
by John E. Chubb, EMOs have become important elements of
the charter movement. Like networks of private schools, they
provide the staff recruitment and training, legal and financial serv-
ices, and legal representation needed by groups of charter schools.
Such organizations can help level the playing field by making up
for the lack of charter school support infrastructure in a given
locality. However, for the charter school movement overall to
reap all the advantages of large scale, it will also need local mar-
ketplaces for charter-related services and human resource pools
that are, relative to vertically integrated CMOs and EMOs, more
flexible, more open to new ideas, and less expensive to build and
maintain.

In addition to adapting to harsh environments, chartering has
also won new friends, especially among the superintendents and
school boards of some of America’s largest cities, who found that
the school systems they inherited are simply unable to meet the
higher academic standards set by state and federal governments.
For similar reasons, a growing pro-choice movement among Af-
rican Americans and Hispanics has also strengthened pro-charter
coalitions in many places.

Yet the opponents work continually to tilt the playing field
even more steeply against charter schools. It is not clear, for ex-
ample, how much more the movement can grow if state legisla-
tures stick with existing caps on school numbers, or if funding
arrangements and government authorizers’ duties are not made
fairer and more neutral. To date, charter schools have defeated
most efforts to unionize their teachers, but proposed legislative
changes that would create a bias toward unionization and cov-
erage by district collective bargaining agreements could cripple
charter schools.



185Realizing Chartering’s Full Potential

It is also clear that the charter movement can grow and im-
prove significantly only if the large foundations continue to sup-
port it. Though many schools are learning to operate on enroll-
ment-based funding, most charter schools need other money for
the one-time costs of start-up and facilities purchase. Though a
few individuals will donate years of their time and spend their
own money on start-up, lack of financial support will prevent
many capable people from starting charter schools.

Ultimately, charter schools will be recognized as a public re-
sponsibility, and states and localities will create tax-supported
venture capital pools for charter start-up. But for now, any hope
that charter schools will become much more numerous—enough
to provide options for all the poor and minority families that want
them and to create the needed local services infrastructure and
human resource pools—depends heavily on private investment.

Despite opponents’ efforts to tilt the playing field against
charter schools, charter schools have many advantages over
schools run by politically controlled bureaucracies. These advan-
tages include discretion over use of funds, ability to use time,
money, and instructional technologies in innovative ways, free-
dom to hire teachers and to compete for people of high ability
by offering attractive packages of working conditions and pay.
They also have access to philanthropic investment and to private
risk capital.

However, a profoundly hostile regulatory environment makes
it difficult for schools to exploit these advantages. Highly capable
organizations are less likely to try providing schools if the field is
tilted against them. Because so many obstacles are rooted in pub-
lic policy, or in the lack of market provision of key goods and
services, individual schools cannot overcome them. Overcoming
supply side barriers requires concerted action by pro-choice pol-
icy activists, philanthropists, businesses, and school heads.
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Barriers to Chartering and

How They Can Be Overcome

The most important barriers to charter school development are
state, legal, and policy frameworks including poorly crafted char-
ter laws (analyzed above by Caroline M. Hoxby),1 inequitable
funding (Osberg), and inadequate authorizers (Finn Jr. and Hill).
There are two additional barriers—first, an underdeveloped infra-
structure of people and organizations able to provide services
charter schools need; and second, school districts’ reluctance to
use the chartering provisions of No Child Left Behind. This sec-
tion will define the problems posed by each of these barriers and
suggest how they can be overcome.

State Legal and Policy Frameworks

Charter School Laws

Caps on the numbers of schools can prevent groups with sound
ideas from opening charter schools, and can prevent the charter
sector in any locality from gaining the advantages of large scale.
This in turn denies families access to a real marketplace of viable
options. Fixed limits on charter terms, often three to five years
with no clear criteria for renewal, can force charter schools to
fight for their lives just as staff and families have learned how to
work together effectively. Term limits also put all charter schools,
even highly effective ones, at risk of politically motivated non-

1. Hoxby’s results are broader than those of an earlier study on one feature of
state laws. For evidence that laws allowing multiple charter authorizers lead increased
numbers of charter schools see Jack Buckley and Simona Kuscova, The Effects of
Institutional Variation on Policy Outcomes: The Case of Charter Schools in the States,
New York, National Center for Research on Privatization in Education, Occasional
Paper 79, 2003.
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renewal. Each can discourage some capable entrepreneurs from
starting schools.

The same provisions can discourage financial institutions from
developing lines of business, lending money to charter schools,
insuring them, and providing goods and services that district-run
public schools get from their central offices but that charter
schools need to buy.

As John E. Chubb argues above, charter law provisions that
bar for-profit firms from receiving charters and groups holding a
charter from operating multiple schools also cut off important
sources of entrepreneurship and private investment.

Finally, state laws can limit schools’ freedom of action by re-
quiring them to hire only certified teachers. This can cut off char-
ter schools’ access to artists, musicians, and mathematicians and
scientists who are not certified teachers. It can also force charter
schools to hire teachers in a labor market where wages have been
artificially inflated by restrictions on supply, and discourage ex-
perimentation with technology-rich instructional methods that
require new kinds of teachers. Federal law also interferes with
charter schools’ access to good teachers, via the NCLB “highly
qualified teacher” requirement. Because this rule has been inter-
preted to favor education-school-trained teachers, it limits charter
schools’ ability to make innovative use of artists, scientists, math-
ematicians, and other masters of key subject matter.

Pro-charter people shouldn’t kid themselves that the move-
ment can live with these provisions. They are, as intended, strong
barriers against the emergence of a healthy charter sector. The
remedies are clear enough. Charter laws need to be amended to:

● Empower new authorizers, including colleges and universi-
ties, mayors, and qualified nonprofits in states where school
boards hold a monopoly on authorizing charter schools.

● Protect charter schools from arbitrary denial of applications
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by establishing appeal processes, to a state agency or inde-
pendent body, in each state.

● Eliminate arbitrary caps on the numbers of charter schools.
Amend state laws so that the number of charter schools de-
pends only on the availability of competent and willing school
providers.

● Eliminate fixed terms for charter schools, in favor of provi-
sions that make it clear a school’s charter is valid only as long
as it can demonstrate student learning.

● Eliminate bans on for-profit firms holding charters directly, in
favor of common funding and oversight provisions for all
charter schools, no matter who runs them.

● Allow an organization holding one charter to operate multiple
schools as long as all their schools meet agreed performance
expectations.

● Allow charter schools to employ teachers and administrators
in whatever numbers, and with whatever mixtures of skill and
experience necessary to deliver the school’s instructional pro-
gram. All authorizers have ample power to reject a charter
proposal in which the staffing plan does not match the in-
structional methods to be used.

Charter school associations are pursuing this legislative agenda
in a few states, but in most states charter school supporters have
no agenda other than defending what little they have. This needs
to become a multi-state agenda with designated initiative leaders
and agendas in each state.

A model for the kind of multi-state legislative campaign re-
quired is the national Business Roundtable’s standards-based re-
form initiative, which the organization pursued in the early
1990s. After creating a common nationwide legislative agenda,
the Roundtable designated leadership groups in every state to
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press governors and key legislators to enact it. The national
Roundtable provided materials and assistance to designees in
every state, and produced an annual state-by-state progress re-
port. The result was a much more concerted, and ultimately ef-
fective, legislative strategy than any one state business group
would have pursued on its own.

The national business community has not stepped up on char-
ter schools, preferring less controversial if less effective reforms.
However, others can imitate their tactics. A similar foundation-
backed effort, managed by the national Alliance of Public Charter
Schools, could be effective.

Inequitable Funding for Charter Students

The school financing provisions of charter-school laws also im-
pede the movement’s development. These include funding
schemes that give charter schools only a fraction of the per pupil
amount available to public school districts, and exclusion of char-
ter schools from valuable things that district-run schools get free,
including facilities and state contributions to teacher pensions.

As Eric Osberg’s chapter shows, compared to public school
districts, charter schools get less money for every pupil they ed-
ucate. Compared to individual public schools, charters also must
pay for many things that their competitors get free—everything
from facilities to accounting services, insurance, teacher pensions,
and often special education services. True, charter schools often
have sources of income that district-run public schools don’t, in-
cluding federal start-up funds and philanthropic contributions,
but these are trivial compared to regular public schools’ much
greater access to federal program funds and to hidden support
provided by state government. States (e.g. Illinois) support school
districts by subsidizing teacher pensions and other benefits for
which charter schools must pay market rates.
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Public school financing is such a mess that not even school
district CFOs know how much money they have or how it is
distributed.2 Though most charter schools are independent of dis-
tricts, they suffer from districts’ financial chaos. Muddled ac-
counting and uncontrolled spending cost money. Districts, having
wasted money that could be spent on instruction in their own
schools, resist any further financial drains, even when they are
relieved of the obligation of educating the children for which
money was provided them. Districts therefore join teachers’ un-
ions in pressing for charter funding arrangements that provide less
money per pupil than the districts themselves get. In these ways,
opponents work to force charter schools to help pay for districts’
inefficiency.

Charter schools would clearly benefit from a more transparent
method of funding public education—one that accounted for
state and local funds on a per pupil basis.3 Compared to the cur-
rent funding practices, which focus money on programs, build-
ings, and job slots rather than the children to be educated, pupil-
based funding would be easy to track. Money could also be
quickly reassigned from one school to another when families ex-
ercise choice. Extra money could be allocated to children who
pose particular educational challenges—non-English speaking im-
migrants, the poor, and the disabled. A pupil-based funding sys-
tem would guarantee that the same amount would be spent on
a child no matter where he or she went to school. It would also
ensure that charter schools got all the money taxpayers contrib-
uted for the education of their children.

2. See Marguerite Roza and Paul T. Hill, “How Can Anyone Say What’s Ade-
quate If Nobody Knows How Money Is Spent Now?” in Courting Failure: How School
Finance Lawsuits Exploit Judges’ Good Intentions and Harm Our Children, Education
Next Book, ed. Eric Hanushek (Stanford, CA: Hoover Institution Press, forthcoming
2006).

3. See Thomas B. Fordham Institute, Fund the Child: Tackling Inequity and An-
tiquity in School Finance (Washington, D.C.: June 2006).
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Chartering can benefit from a rationalization of public-school
finance, but supporters should understand that not all forms of
rationalization are equally good. Supporters of school finance “ad-
equacy” lawsuits would increase total public funding without
changing the way money is allocated and controlled.4 Charter
schools might get a little more money as a result of adequacy
litigation, but school districts and the schools they run would get
much more, thus worsening charters’ competitive position.

Charter supporters need to campaign for pupil-based funding
at least as vigorously as they do for removal of unproductive reg-
ulations and arbitrary caps on the numbers of schools. They need
to risk losing the support of those who favor school choice only
because they think it will cost less.

Too Many Inept or Hostile Charter Authorizers

Many state laws allow only local school boards to charter schools.
This creates a fox-in-the-henhouse situation, in which the very
institutions that have the most to fear from the development of
a vibrant charter sector are able to block its development. As Finn
Jr. and Hill note, only a tiny fraction of the number of local school
boards legally empowered to authorize charter schools have ap-
proved even one charter school. Even when local school boards
approve charters, they are much more likely than other author-
izers to sponsor conversion schools, essentially existing public
schools that do not bring new providers into public education or
fuel development of new services.

In many places, charter schools are handicapped by the au-
thorizers’ incapacity or hostility. Charter schools don’t benefit
from having weak or negative authorizers. To the contrary, au-
thorizers that approve charters and then ignore them can turn

4. See the companion Koret Task Force book being published in the same month
as this one, Eric Hanushek, ed., Courting Failure.
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nasty and arbitrary when a problem occurs and they are charged
with neglect. Authorizer unpredictability is a serious entry barrier
for potentially competent charter school operators and for poten-
tial providers of services and financing. Hostile authorizers kill the
very entities they are supposed to protect.

From the enactment of the first charter laws, government
agencies were clearly assigned responsibility for charter approval
and oversight. This is sensible in principle; if charters are “public”
schools there has to be some plausible chain of responsibility that
traces to the public. Reasonable observers would expect these
agencies to hire the people and create the systems necessary for
government to oversee independent providers. After all, govern-
ment has been contracting out for goods and services for decades,
and many local, federal, and state agencies have learned that good
performance by providers requires smart proposal evaluation,
clear contracts, and knowledgeable oversight.5

But school districts, the one entity designated by every state
law to authorize charter schools, generally did not want to take
on the function at all. Most made no arrangements for soliciting
and evaluating proposals, and many that felt forced to consider
charter schools often assigned responsibility to central office units
that had many other tasks. Chartering was often last minute, ad
hoc, and inconsistent. In states where there was no appeal to
district decisions, many authorizers turn down charter applica-
tions without considering the merits of particular applications.

Other authorizers, particularly state departments of education
and state colleges and universities, have taken their jobs much
more seriously, developing the kinds of in-house expertise and
data systems that government has always needed to oversee pub-
lic health services or weapons systems development.

5. See Frank Camm, “Strategic Sourcing in the Air Force,” in Strategic Appraisal:
United States Air and Space Power in the 21st Century, ed. Zalmay Khalilzad and
Jeremy Shapiro, MR-1314-AF, RAND, 2002, pp. 397–435.
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As school districts awaken to the need to charter schools—in
order to meet parents’ demands and provide the NCLB-required
options for children in consistently low-performing schools—they
will need to become competent authorizers. They can get some
help from the foundation-funded National Association of Charter
School Authorizers. However, even the best charter authorizers
are short on funding and capacity, and are just starting to wrestle
with tough questions about when to help versus when to close
struggling charter schools.

It is clear that school districts can’t be trusted to work through
all the problems of quality charter-school authorizers. Continued
foundation investments in NACSA are necessary, as is a more
aggressive effort to document the links between authorizer prac-
tices and the quality and stability of charter schools.

But government must also change its policy and make invest-
ments. With respect to policy, authorizers need to be held ac-
countable, both for whether they create the opportunities for
chartering and how responsibly they oversee schools once char-
tered. A multiple authorizers policy, allowing charter applicants
to avoid hostile or negligent overseers, is a necessary sanction,
especially for school districts. If others authorize successful char-
ter schools, districts can suffer declines in the numbers of children
they educate, and thus the numbers of teachers they employ and
of schools they oversee.

State constitutions and No Child Left Behind also give states
the authority to bypass or replace school boards that consistently
neglect their obligation to provide effective education for all chil-
dren. Buttressed by this authority, state education agencies can
demand changes in district practices toward charter schools, and
even dismiss school boards and arrange their replacement. Such
actions are unlikely in today’s public education system, where
administrators all up and down the line are more loyal to one
another than to the children and families served. However, these
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things can change under strong political pressures. These can be
orchestrated by state charter school associations but are best de-
livered by foundations, businesses, and mayors who believe the
futures of their communities depend on dramatic improvements
in public education.

Authorizers also need funding for charter application ap-
proval and oversight of schools once established. Though some
state laws allow authorizers to keep a tiny fraction of the money
available to the schools they charter, most lack a clear source of
revenue. Assuming that authorizers will be held accountable for
performance, states need to fund charter authorizers as they do
school districts, providing a fixed minimum amount for an au-
thorizer that oversees even one school (e.g. the equivalent of one
senior staff member and a clerk plus a small facilities allowance)
with additional amounts for every school overseen. NACSA will
develop models for authorizer operations that can be the basis
for funding. None of them is likely to cost less than $150,000 for
the smallest authorizer and $20,000 for each additional school
overseen. This seems a hefty sum, but consider that under these
assumptions, the New York City public schools central office
would have a budget of about $22 million—a far cry from the
hundreds of millions its activities cost today.

This is an area in need of both policy action and philanthropic
investment. State charter laws need amendment both to give au-
thorizers access to enough money to do their jobs effectively, and
to allow charter schools to bypass inattentive or intransigent au-
thorizers. Philanthropic investment in authorizer development—
initially through expansion of NACSA’s efforts—is also needed.

Table 7.1 summarizes the legislative changes needed in the
states. As it shows, most states need multiple changes in their
charter laws.
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Table 7.1 Changes Needed in Charter Laws by State

Changes Needed In Charter Laws States

Lift or eliminate caps on numbers of charter
schools

Arkansas, Hawaii, Idaho, Illinois, Indiana, Iowa,
Louisiana, Massachusetts, Michigan, Mississippi,
Missouri, Nevada, New Hampshire, New York,
North Carolina, Ohio, Rhode Island, Tennessee,
Texas, Utah, Wisconsin

Equalize funding for students in charter and
traditional public schools

Alaska, Arizona, Arkansas, Colorado, Connecticut,
Georgia, Hawaii, Idaho, Illinois, Kansas,
Louisiana, Minnesota, Missouri, New Hampshire,
New Jersey, New York, Ohio, Oregon, Rhode
Island, South Carolina, Texas, Wyoming

Create multiple authorizers and hold all
authorizers accountable

All states

Direct state funding for authorizers All states

Treat non-profits and for-profits equally All states but Arizona, Colorado, Virginia,
Wisconsin

Allow multiple schools under one charter All states but Arizona and California

Eliminate fixed charter terms All states

Infrastructure Needs

Small scale is a major problem for the charter-school movement.
In a friendlier environment of policies and government oversight,
the sheer numbers of charters would have elicited suppliers of-
fering everything from real estate brokerage and building main-
tenance to accounting services, appropriately designed loans,
management help and teacher training. A large charter sector
would also naturally produce a cadre of former administrators,
teachers, and alumni who understood what it means to work in
a charter school and could adapt to them easily.

Regrettably, the factors working against scale for charter
schools have also retarded development of this marketplace. Op-



196 Paul T. Hill

ponents can continue pointing to the marginal character of char-
ter schools, the difficulty they have starting up, and their low but
non-zero failure rates.

Thus there is reason to accelerate the development of a mar-
ketplace for the services and human capital that charters need.
This will almost certainly require philanthropic investment, at
least until the number of charter schools grows large enough to
support needed services with school-paid fees.

Philanthropies are now making relevant investments in organ-
izations capable of managing large numbers of schools in multiple
sites. The firms thus created, called charter management organi-
zations (CMOs), vertically integrate non-profit school providers
that perform most of the roles of school districts. (Similarly struc-
tured for-profit educational management organizations (EMOs)
depend on private investors rather than philanthropy.)

Such organizations are necessary, especially in an environment
where opposition is strong and much of the intellectual and or-
ganizational capital required to run a school must be imported
from outside a community. But EMOs and CMOs are complex
and their central service and quality control mechanisms are ex-
pensive. A recent analysis of EMOs and CMOs by some of their
major investors, including Gates foundation strategist James Shel-
ton, concluded “such models are likely to grow slowly and in
many cases are unlikely to be replicable at a broad systems level.”6

If Shelton and his colleagues are right it seems unlikely that
the existing EMOs, even with major foundation investments, can
start enough charter schools in the next ten years to create char-
ter-rich environments in a large number of localities.

One way to reach the benefits of scale is to concentrate the
work of all the existing EMOs and CMOs in one or two major

6. Susan Colby, Kim Smith, and Jim Shelton, Expanding the Supply of High-
Quality Public Schools (San Francisco: The Bridgespan Group, 2005).
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school districts. The major actors in the charter movement, in-
cluding associations, foundations, and CMOs/EMOs, should
identify one or two mid-size cities willing to turn at least half
their schools over to chartering, and develop these as demonstra-
tions of what a fully-functioning charter system could accomplish.
This would force a new level of collaboration among EMOs and
CMOs, which now scatter their effort across very different parts
of the country, from New York to Florida to northern and south-
ern California.

An additional strategy, one that would complement rather
than substitute for EMOs and CMOs, would be for pro-charter
philanthropies to invest in local support infrastructures that
would make it easier for new locally based charter schools to
emerge. If new schools found it easier to secure facilities, obtain
legal and financial services, and find teachers and administrators
who know what it means to work in a charter school, wholly new
charter schools could form more readily and successful schools
would have a much easier time expanding and duplicating them-
selves. Individual charter schools with good reputations and more
applicants than seats could reproduce as if by cell division, from
one to two to four and so on. This could be done the same way
that the Jesuits and other private school brands have expanded,
by sending a few experienced people out to recruit others into a
school whose core ideas the founders carry. School founders in
new localities find the people and other resources they need lo-
cally.

The cell division model is different than the vertically inte-
grated firm model used by the EMOs and CMOs, which control
new schools centrally. It is not necessarily faster or more effective
than the EMOs and CMOs, but makes greater use of grass roots
initiative, and does not require an ever-larger central apparatus as
the number of schools grows. However, it requires a far more
friendly local environment, including policies and public oversight
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that do not stifle fragile new organizations, and access to talented
educators able and willing to work in an entrepreneurial school
setting. A local environment friendly to local charter school ini-
tiatives would also be a much easier place for EMOs and CMOs
to operate.

Though a charter friendly local support environment would
include many features, its two most critical elements would be
schools’ access to facilities and needed human resources. Charter
schools often struggle for years to find adequate and affordable
space, and virtually all new charter schools must overcome the
fact that a high proportion of the teachers and administrators
hired don’t understand what they are signing up for.

The facilities problem is difficult both because charters have
little money to put into rent—and unlike district-run schools any
money they pay for rent reduces the amounts available to pay for
instruction—and because safe and accessible space is often scarce
in the neighborhoods that charter schools serve. The human re-
sources problem is also difficult for two reasons: First, public
school teachers and administrators, one important potential
source of charter school staff, have learned all the wrong lessons
about working in interdependent teams and accepting the natural
consequences, good and bad, of their school’s performance. Pub-
lic school principals in particular often don’t understand that they
must run a productive organization and that managing on the
basis of their favorite adage, “It’s my way or the highway,” isn’t
always the best way to run a school that adapts to students’ needs.
Second, individuals from outside the public education establish-
ment often join charter schools in order to fulfill their personal
visions of great education, but often find themselves in conflict
with others who have similar motives but conflicting visions.

Philanthropic initiatives in a number of cities could help solve
both these problems.

Charter schools’ facilities problems could be solved, or at least



199Realizing Chartering’s Full Potential

ameliorated, by creation of local real estate trusts that specialize
in locating facilities that might accommodate charter schools,
making city lists of appropriate properties available to people in-
terested in starting charter schools, helping potential charter
school operators incorporate specific facilities plans in their char-
ter proposals, and representing charter schools as they make lease
agreements with private landlords.

Charter schools would find it easier to solve their human re-
sources problems if there were larger numbers of teachers and
principals who knew what it meant to work in a school that must
attract and keep students if it is to survive. The numbers of such
people will naturally grow over time, but in the short run there
is a need for a deliberate effort to find and train people so charter
schools can have a professional labor pool from which to draw.
Formal training programs, whether offered by a non-profit or lo-
cal college of business or education, could inform teachers about
the difference between working in bureaucracy-run schools and
schools of choice. Potential charter school teachers and adminis-
trators could also be taught the basics of budgeting, cost projec-
tion, obtaining insurance, hiring and personnel management, and
management of contracts for services and supplies. Once hired
these individuals would still have to learn about what makes their
particular charter school unique, but they would start under-
standing the basic circumstances of work in a school of choice.

Willing state and local officials and pro-charter philanthropies
could try out these ideas by experimenting with real estate and
educator training programs in one or two cities. Ideally, these
would be cities that have relatively few charter schools now, but
the possibility of gaining many more due to need, room under
state caps to permit formation of new schools, and the availability
of local philanthropies and nonprofits capable of creating schools.
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Neglect of NCLB’s Chartering Provisions

No Child Left Behind requires school districts to create options
including charter schools for children in consistently low-per-
forming schools. At present, many districts are ignoring these pro-
visions, and telling parents whose children are supposed to get
options that there is nothing available locally. A few cities like
Chicago have paid some attention to the options provisions, and
are at least trying to increase the numbers of charter schools avail-
able.

Determined federal enforcement of NCLB options require-
ments would increase pro-chartering pressure. Federal officials
need to keep the lost opportunities for chartering in mind as they
try to placate NCLB’s opponents.

Charter school associations in each state should monitor ma-
jor districts’ implementation of No Child Left Behind, pressing
districts to provide charters as options for children in consistently
low-performing schools.

For federal research sponsors and pro-charter think-tanks the
first step is obvious. A national study of the gap between the
numbers of children eligible for options under NCLB and the
numbers of alternatives made available can illustrate the need for
accelerated chartering. Then, state and local charter school asso-
ciations could start demanding the opportunity to provide NCLB-
required options, and local children’s advocates can add their own
demands on behalf of children left behind.

School districts might resist all these pressures, claiming that
chartering is just one possible remedy that they are not obligated
to use. These claims might need to be challenged in court.
Though it is not clear that private parties can now sue school
districts seeking the relief from bad schools contemplated by
NCLB pro-charter, Congressional leaders could put teeth into the
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options provisions via a technical amendment giving parents pri-
vate rights of action.

School districts are more likely to exercise an option that is a
mixed blessing for the charter movement, reconstituting low-per-
forming schools within the district’s financing and collective bar-
gaining systems, and calling them charters. In the past, district
“reconstitutions” have been half measures that protect so many
adult stakes that the resulting schools are little different than
those that preceded them. Such half-baked chartering threatens
to produce many bad schools, to the detriment of the children
they serve and the reputation of chartering.7

School districts have the authority to charter in these ways
but it is in the interest of the charter movement to make sure
local school boards and local publics hear that half-baked char-
tering is not the only option. State charter associations should get
onto local board agendas to say there is a right and a wrong way
to do chartering and the wrong way will accomplish nothing. The
“right” way must include giving charters real authority over hiring,
firing, and spending, flexibility over use of time and materials,
and status as schools of choice. State associations can also make
sure local communities know about successful charter schools
that could be imitated or hired to reproduce themselves, and
about available EMOs and CMOs.

Summing Up

Taken together, the actions recommended in this chapter are am-
bitious and will be costly. They reflect our conclusion that the
charter movement, though well started, is not likely to become a

7. For a discussion of the risks and possible benefits of chartering under No Child
Left Behind, see Martin R. West and Bruno V. Manno, “The Elephant in the Reform
Room: Are Charter Schools on a Collision Course with the No Child Left Behind
Act?” Education Week 25, no. 34 (May 3, 2006): 44.
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much larger factor in American public education—or even to be
given a proper test as a system or mutually supporting institutions
providing options for families—without serious efforts to level the
playing field by elected officials, and continued investment in the
capacities of schools, authorizers, teachers, and administrators.

How much action and investment, and for how long, are em-
pirical questions. The barriers now reinforce one another, and
actions that weakened each of them incrementally could lead to
major expansions in chartering. However, chartering’s opponents,
especially teachers’ unions and school boards, have been able to
find and exploit weaknesses (such as ambiguous provisions of
charter laws) that proponents had not anticipated. This is likely
to continue. Charter proponents would therefore be naı̈ve to
think that the movement is close to some tipping point beyond
which matters will take care of themselves.

Philanthropies have carried the charter movement to this
point. It is time for elected officials and business leaders who want
better schools, especially in big cities, to support the creation of
real educational options. Charters need a level playing field, and
only elected officials can ensure they get it.

Do the philanthropies need to continue supporting the char-
ter movement? The answer is yes, especially if they take on the
task of creating strong charter associations in every state, building
up authorizers, and stimulating development of rich charter sup-
port infrastructures in at least a few localities. However, groups
already created by philanthropic investment can also focus their
efforts more effectively, especially on the federal level advocating
for full use of NCLB provisions and in the courts.

After nearly fifteen years, the charter-school idea is an im-
portant part of the landscape of public education, but it is not as
dominant or influential as some supporters hoped it would be-
come by now. Relative to supporters’ early expectations, the play-
ing field has been tilted more sharply against charter schools than
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charter enthusiasts first understood, and creating large numbers
of good new schools has proven more difficult than expected.

However, these difficulties seem large only relative to opti-
mistic expectations. Despite opposition, the charter-school move-
ment has grown faster, lasted longer, and held together longer
than other reform initiatives like site-based management and
magnet schools.

This is due in part to the fact that charter schools have bases
of support outside the conventional school district structure. The
private groups that run charters, foundations that fund them, and
parents that rely on them sustain chartering against flip-flops in
school board support and attacks from unions. This same support
base also solves problems via investments in institutional support
mechanisms and research and development. Thanks to founda-
tion funding, chartering is one area of public education where
research matters: problems get attention and dollars go to areas
of evident need and opportunity. That sets chartering apart from
other reform initiatives that were totally contained within the
public-school system, which did not enjoy these forms of external
support, and have consequently, languished.

Despite this extraordinary support, charter schools still face
many challenges. Today’s chartering policies let a few schools
emerge but they prevent the growth of a critical mass of charter
schools that could support one another, increase the numbers of
teachers and principals who know how to work effectively in
schools of choice, stimulate development of supportive vendors
and financial institutions, and give parents many real options. We
have suggested ways charter supporters—elected officials, advo-
cates, philanthropists, and school providers—can work together
on chartering’s new frontier, which is the removal of barriers to
scale and the development of mature charter sectors in key cities.
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