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CHAPTER FOUR

School Choice and
Public Funding

STEPHEN D, SUGARMAN

ost of the objections that lawyers and policy analysts

have made to the traditional approach o funding
public education in America rest on the principle that is it unfair for
wealth to make a difference in the public schooling that children obtain.
Starting in 1968, they have generated a flood of school finance litigation,
which has now reached more than forty states. There is an important, but
generally unnoticed, connection between this school finance reform move-
ment and the public school choice movement discussed throughout this
book. More precisely, the expansion of public school choice may lead t0
reforms in school funding that could eliminate many wealth-based inequal-
ities. Furthermore, if private school choice is subsidized in a manner that
provides fair opportunities to poor children, this reform may also help to
eliminate public school finance inequalities, The movement for subsidized
school choice may thus be understood o be part of a larger movement
that has sought to reform the financing of elementary and secondary edu-
cation generally.

The Basics of Public School Finance

I there were no pablic funding of education, it seems fair to assurme that
American families would be expected to provide for their children’s school-
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ing, just as they are expected to provide for their housing, nutrition, health,
and other needs, For two main reasons-—children’s rights and the common
good-—the education that many parents would provide on their own could
be considered inadeguate by society, justifying, indeed requiring, public
funding.

The Why of Publicly Funded Education

Although Americans tolerate significant inequalities among adules, cer-
1ain inequalities among children are widely thought to be inconsistent with
our nation’s deep cornmitment to democracy, meritocracy, and capitalism,
Most Americans believe that before some adults are to fairly enjoy the advan-
tages, wealth, powes, high status, and more, chiidren must have a reason-
ably fair chance of attaining those advantages, Because education is widely
thought to be especially crucial to competing for these advanrages, a sys-
tem that brings children to the brink of adulthood having experienced
highly unequal educational opportunities is thought unjust by most,

Leaving education entirely to be provided by parents would surely yield
a pattern of highly unequal educational opportunities for children, Many par-
ents are very poor, and they could not afford o provide much education on
their own, Private charity would help somewhat-—but not enough. In addi-
tion, some parents would not sufficiently value the education of their chil-
dren, perhaps out of ignorance, perhaps our of selfishness. Of course, poor
and neglectful parents can fail their children on dimensions besides educa-
tion; the public funding of education s socially attractive because innocent
children are seen to be the central beneficiaries. By contrast, it is much harder
to think abowt offserting significant other inequalities children face without
also directly benefiting their parents, who may or may not be thought deserv-
ing of that support. In an imaginary world, children could bosrow money o
finance their own education, paying it back later when they reap its financial
benefits, A significant amount of higher education is fanded this way. In the
real world, however, this is implausible for young children.

The pubiic funding of education in the name of children’s rights (or child
welfare) overcomes the shortcomings of leaving the funding of education
to the family. It may also be thought of as an institutionalized way of aliow-
ing ali children to, in effect, borrow now and repay later—as an intergen-
erational compact in which grateful, financially able adults show their
gratitude by funding the schooling of the next generation. Notice how these
are also the same two images employed in defense of the social security pro-
gram, our other very large universal social assistance scheme.
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Alternatively, public funding of schooling may be seen as redistriburive,
as in the welfare model, providing needed assistance when the family is
poor or neglectful, Some might believe that this rationale would justify tax-
geting the public funding of schooling to only a small proportion of chii-
dren. It might be argued in response that, as a practical master, even those
parents we do not consider poor would also often have great difficulties
funding their children’s education, because the costs of schooling tend to
be bunched early in their adult lives. Hence universal public funding of
schooling may also be thought of as a way that families can finance their
own children’s education over the whole of their adult working years.

A second argument for public fanding of education is that the education
of children benefits the rest of us by forming an informed and participatory
electorate, thereby bringing democracy to life and justifying our ideas of
self-governance; it provides people with 2 route to financial and personal
contentment and hence works to protect the rest of us from: the externali-
ties of crime, unemployment, and the like; and by helping to overcome igno-
rance, education promotes tolerance, thereby facilirating peaceful
coexistence in our highly diverse society. From this common good per-
spective, society at large has a strong self-interest in collectively paying what
is necessary to achieve a widely educared population, at least up to some
basic level.

The How of Publicly Funded Education

In the United States, public funding of elementary and secondary edu-
cation is largely (but not entirely} reserved for the public schools.! More
than %0 percent of the money for American public education comes from
local and stare raxes. Although individual states vary enormously in the
proportion provided by each source, nationwide the state and local shares
today are about equal {and have been relatively equal for more than twenry
vears).? Generally speaking, school taxes that are locally assessed and col-
lected {primarily property taxes) are spent by the local school district.

The proceeds of state taxes, like sales and income taxes, are typically
allocated by the state to local school districts in one of rwo ways. Some
funds are provided on an unrestricted basis (general aid). Other funds are
given in support of a specific program or for the benefit of specific pupils
{categorical aid). Stare categorical aid funds tend to be aimed at an educa-
tional need that has been ideatified by the state; gencral aid tends to be
aimed at financial need. General aid is typicaily provided in an amount that
I inverse 1o the capacity of the focal community to raise its own money; in
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other words, more general aid per pupil is provided to school districts with
fess wealth per pupil, generally measured in terms of the assessed value per
pupil of the real estate in the district.

Less than 10 percent of the funding for elementary and secondary edu-
cation comes from the federal government, and it is almost all categorical
aid, primarily for the special needs of children with disabilities or those from
low-income families.

Objections to the Present Method of Publicly Funded Education

Since the late 1960s, schoo! finance reform advocates have made several
claims about what they see as the unfairness of our conventional public
school funding arrangements. The basic objections are inequalities among
states, among districts, and within districts. These inequalities rest on the
same idea, however: wealth matters too much. Wealth differences among
the states importantly contribute to the enormous differences in the resources
provided to public education from state tostate. Indeed, a 1997 study found
that interstate spending differences on public school students are twice as
lazge as intrastate differences.’ For example, in 1997 per pupil spending
was $8,548 in Connecticut, $6,038 in Oregon, and $4,541 in Louisana.*
Tt is not surprising that lawyers have paid little attention to these inequal-
ities. They are not the product of congressional action, and so it is difficult
to imagine that they could be legally challenged. It is perhaps surprising
that policymakers have devoted so little energy to this issue. The explanation
for this inattention apparently lies in their resignation to the fact that the
federal government is destined to play a minor role in the financing of ele-
mentary and secondary education. As long as the federal government con-
tinues to provide less than 10 percent of the funds, not a great deal of
interstate equalizing could be achieved, even if that were the goal.

In principle, the federal government could, of course, play a much larger
role, In most industrialized sociedes, after all, the federal government is the
primary (often exclusive) source of public school funding, In America, fed-
erakism is so entrenched that perhaps our very different pattern goes unno-
ticed. Moreover, of late our federal government has been trying to shed, not
add, major financial commitments. Hence it is probably just wishful think-
ing that Congress might decide to pay for even one-third of current annual
spending in the United States for elementary and secondary education.

This is not to say that fairness requires that spending on education be
equal everywhere in the country, First, there are legitimate cost differences
from place to place. Second, children have unequal needs, and chis implies
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the desirability of unequal spending per pupil; and to the extent that need -
ter children are not randomiy distributed among schools, this also implies
the desirability of unequal spending at the school level. There is also the
delicate matter of taste or effort. Even if & is unfair if wealth differeaces {in
their family, thelr community, or their state} vield highly unequal amounts
of schood spending on children, that does not answer the question of whether
it is unfair if spending differences result from a differential willingness to
make a {tax} effort for educasionwwhether by the child’s state, commu-
nity, or family,’

Within: states, the inequalities that have gained the most astention are
those among school districts, inequalities that have arisen from the tradi-
tional reliance, noted earlier, on local taxes {primarily property taxes) to
fund public schooling.® Some school districts have a much greater fiscal
capacity than others to deal with their educational responsibilities. So even
though state aid tends to go in greater amounts to poorer districts, through-
out the twentieth century wealthier districts have been abile to spend con-
siderably more on their pupils. Using various state constitutional provisions
and legal theories, lawyers have tried to get courts to break the connection
between Iocal wealth and local spending and, in turn, to force spending to
better reflect differential costs and needs.” In the 19705 and 1980s, most of
these fawsuits were called equity cases, and their focus was on district-to-
district input {spending) differences arising directly from district wealth dif-
ferences. Since 1989 a majority of the lawsuits have been termed adequacy
cases, and their focus has shifted toward output {achievement) differences
and the unequal spending required on some pupils to bring about adequate
outcomes for all. As of the beginning of 1999, supreme courts in ar least
sixteen states have declared their traditional schoaol finance systems uncon-
stitutional on either equity or adequacy grounds or both. This is only par-
tial success,

The major impact of most of the successful school finance cases to date
{whether equity or adequacy claims) has been to cause the state to increase
its spending on public education, primarily by boosting the spending lev-
els in the formerly low-spending, low-wealth districts.® Nevertheless, across
the United States children living in wealthier school districts have access to
better-funded public schools; this is true both in most states where courts
have not ordered schoo! finance reform and even in many states where courts
have ordered reform.?

inequalities within school districts have gained far less attention than
have interdistzict inequalities for several reasons, First, these inequalities do
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not arise from the same structural reasons as do interdistrict inequalities,
Second, the official data demonstrating these inequalities are not as read-
ily available, Third, from the perspective of lawyers, it is not clear how th.ese
inegualities might be legally aracked. A few cases, directly based on claims
of racial discrimination, have been filed over the years, but not a grear deal
has come of this effore.!®
From a policy perspective, three sorts of intradistrict inequality have been

of greatest concern. One concerns differences in the condition of the schools
themselves: sorne schools are bright, clean, and well equipped; others are

woefully dilapidated, a condition that a¥ too often exists in the parts of town
where poor families live. A second concerns a common practice ins the allo-
cation of teaching resources. In many school districss, individual schools are
entitied 1o receive from the central districr a certain number of teacher slots
for a certain number of pupis. Whoever is hired to fill the slot has her or
his salary paid by the district, regardless of the salary amount. According to
the typical teachers’ union contract, teachers have seniority rights to ava‘ulw
able teaching jobs within districts, and it is common that the more senior
reachers tend to exercise those rights to avoid the “worst” for “hardest”}
schools and to cluster in the “best™ {or “casiest™} schools. The resuie is that
the schools serving the neediest, poorest, and lowest-achieving pupils often
have many fewer dollars per pupil spent on their core teaching force.
Although having younger and less experienced teachers can carry some
advantages (enthusiasm, more recent training, more openness to new ideas),
on balance, it is probably worse for a school to have a lower-paid teache;r
corps. A third concern has to do with pupil needs, The basic azgument is
that, even though federal and state categorical aid programs do target extra
funds to pupils with extra needs, those unequal needs ha\{e not been _afie;h
quately met, especially the extra needs of pupils from low-income famzht?s.

The upshot is that, even in some relatively wealthier urban school dis-

tricts, the neighborhood public schools that children fram low-income fam-
ilies have access to are much less adequately funded to meet their educational
needs than are the public schools located in neighborhoods where higher-
income families live,

New Remedy, Old Problem

In sum, the children’s rights and common good argaments for funding
public education have carried only so far. As far ag most state legislatures
and school district leaders are concerned, children attending public schools
are entitled only ro some politically determined minimum level of spend-
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ing. Many observers agree that this minimum is insufficient to serve the
common good, and it is surely insufficient to satisfy any meaningful notion
of children’s rights. In short, equal educational opportiznity for all Ameri-
can children remains but an aspiration. As a result, the ongoing battle 1o
achieve real equality of opportunity will no doubt continue in courtrooms
and legislatures around the country.

The argument advanced in this chapter depends upon the little-noticed
connection between school finance reform efforts and the school choice
movement. The drive to expand school choice may itself put considerable
pressure on the conventional school finance structure and, if successful, could
bring about more equality of educational opportunity than decades of it
igation and direct legislative policy reform have achieved.

Public Funding of Public School Choice

Why do we traditionally fund access to only the Joca public school? Speak-
ing generally, in the school financing system just described each child receives
a public subsidy that may be used {almost} exciusively at his or her local
public school. Can this be justified? One might argue that, since local peo~
ple are funding the school, it is only the local school to which 2 child should
have access, but this argument hardly takes us very far. Ik does not explain
why children do not routinely get to choose from among ail the schools in
their focal district; yet intradistrict choice options are far more the excep-
tion than the rule. Further, a substantial share of the funding in most states
comes from the state itself. Anyway, just because much of the funding has
traditionally been local, that does not expiain why it should be so.

At one time it might have been argued that many people lived out their
lives where they grew up, se that decisions about the common good from
educartion, as well as the contours of a child’s educational rights, were aptly
made locally. In reality, of course, Americans have long been much on the
move, and that is decidedly so today. Hence the country now is ¢leardy not
a series of rather isofated communities. In the past it might also have been
argued that the public school is a common school in the sense that what
goes on in all public schools is pretty much the same, and simple expedi-
ency might justify local assignment, 1€ it does not matter where you attend,
the easiest thing for the administration is just to send you to your nearest
school. Today, however, no one believes that all public schools are the same.

To be sure, assigning neighborhood children to the local public school
can bring the added benefit of making the school a community institution
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in the geographic sense. In fact, many Americans cherish their focal poblic
school, often rating it far higher than public education in general, indeed,
a preference for neighborhood schools may lie behind both suppeort for pub-
lic school decentralization reforms {proposed and adopted) that give more
power to the school site and opposition to involuntary busing for purposes
of schoot integration. Nevertheless, Americans are now very much accus-
tomed to being part of communities that are not geographicaily based. For
example, people rarely select a church because it is the closest one to their
home. They tend first to pick their religion; even then, they might well select
a congregation in their faith that is not nearest to where they live. People
belong to the Sierra Club or the National Rifle Association, and some of
thern may care passionately about the community feeling that such mem-
bership brings. These are not geographic communities; they are commmuni-
ties of interest. Many find community in the college or university they
attend, but higher education attendance is not based on the neighborhood
one lives in,

The reality is that the narrow nature of the public school subsidy that
has traditionally been available to the individual child has served to keep
some chifdren out of other children’s neighborhood public schools, whether
they are located elsewhere inside the district or in another district. Put
bluntly, it has meant that those comununities with means, or access (o
wealth, have been able to provide greaser funding for the public schools
that serve their own children.

Most school finance reform efforts aim at equalizing the quality of
schools from place to place, a strategy that rests on the assumption that
children stay put. A different approach, however, is to permit children to
use their public subsidy at public schools other than their local schools,
This solution permits them to shift to a better school—which is, of course,
exactly what public school choice is designed to achieve. Moreoves, per-
mitting children to attend other than their neighborhood public schools
threatens to undermine the existing school finance system and may pave
the way to eliminating what have been said to be its inequalities.

Imtradistrict Choice

About one in ten schoolchildren currently attend magnet, alternatve,
and other choice schools that are run directly by the districts in which they
live. Some other children are permitted to transfer into neighborhood schools
that are located in other neighborhoods in the district. A small number of
districss have abotlished neighborbood schools, thereby forcing all families
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in the community to make a school choice for their children. The funding
for these intradistrice choice arrangements is ordinarily an internal matter
for the district to work out from its regular funding sources {focal, state,
and federal), but the mere existence of intradistrict choice may call into
question the way thar the district has historically funded its neighborhood
schools.

Some families will opt out of the neighborhood public school for rea-
sons of educational program or convenience. This is a central purpose of
school choice and implies nothing about the way the district’s schools are
funded, Other families will opt for a nonneighborhood school because their
school of choice is better run {that is, it is more effective), Another main
purpose of school choice is to permit selection on this basis, with the addi-
tional hope that it will prompt currently inefficient schools to becomie more
productive. Suppose families opt for schools because those schools have
mote resources available to perform their task. Although school choice facil-
itates selection on this basis, it has not conventionally been touted as an
objective of the choice scheme, To be sure, somerimes local specialty schools
may be better funded than the average school in the district precisely because
the district has decided to showcase them or because it is eager to attract
pupils to them. Ordinarily, however, since all families will not be able to
gain entry 10 the better-funded schools, combining intradistrict inequalities
with school choice is a recipe for discontent.

Families that successfully gain entry 1o the schools with a richer resource
mix will not complain; nor will those who run such schools. Unsuccessful
aspirants and heads of the resource-poorer schools, however, have good
reason to protest. Of course, even without school cheice, those attending
{and working in} schools with relatively fewer resources to do their jobs
may complain. Yet with choice, families are clearly encouraged to think
beyond the local school and to make comparisons; in tarn, they are more
likely to know more about schools other than their local school. School
principals who Jose families on this basis will have new grounds for protest,
This pressure that school choice places on intradistricr ineqgualities has, of
course, existed for as long as these types of intradistrict choice have existed.

The charter school movement puts additional pressure on intradistrice
inequalities,

Interdistrict Choice

More than a third of the states now permit children to attend public
schools focated outside their home district without gaining the approval of

-
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their home district. Although this option is currently used by relatively few
families even in states with active interdistrict transfer schemes, it is a grow-
ing form of school choice. When this type of schoo! choice is made, how
should the transfersing child’s education be paid for? There are basically
two options available to the states: one is to have the child’s district of res-
idence pay tuition to the receiving school district; the other option is to treat
children as though they are living in the districts In which they are enrolled
{even though their families pay property taxes to the district in which they
reside). Either way, interdistrict choice exposes and puts pressure on mter-
district school spending differences.

1 the district where the child lives has to pay tuition to the district where
the child wishes to attend, the first question becomes how the level of tuition
is to be set. f the amount is determined by per pupil spending where the
child wishes to attend, and that is a high-spending district, the sending dis- |
trict is bound to complain, Why should it spend more on it resident chil-
dren it does not educate than on those it does educate? In any event, where
will it get the extra money? Suppose the tuition required for interdistrict
transfers is st at the spending level of the lower-spending sending district.
‘Then the receiving district may well object and is likely to resist entry of such
students {by declaring itself full). This, however, undermines the basic goal
of the school choice scheme, the free transfer of children across district lines,

The problems do not go away if the child is instead treated as living in
the district of attendance rather than where the child actually lives. The

sending district probably is not much affected. Having one less pupil to
educate both decreases its costs and increases its wealth per pupil; it prob-
ably suffers a reduction in state aid approximately equal to its savings from
losing the student (at least over time). A high-spending receiving district,
however, will probably be adversely impacted. Having one more pupil to
educate increases its costs; and while that also lowers its wealth per pupil,
if it is 2 wealthy district its increase in state aid {if any} is likely to be less
than its increased cost (at least over time}. Some may conclude that, on
moral grounds, oné should favor this arrangement, in which sransferring
pupils are treated as living in the district where they attend, precisely because
this solution burdens richer receiving districts {and perhaps even drives down
their existing wealth-advantaged per pupil spending). The trouble is that
districts Tike this would have a financial incentive to resist in-transfers,
thereby undermining the school choice scheme.

Moreoves, although parents who do successfuily eransfer their children
to higher-spending districts are likely to be pleased, those who are left
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behind are likely to be unhappy at seeing their neighbors’ children obtain
spending advantages in other districts. Parents are especially likely to be
%‘rat‘e if they try to transfer their children but are unable to because of the
limited mumber of open places in the receiving district {or if they are, per-
haps because of transportation complications, unable to apply for a t;anq~
fer to the other district), As with intradistrict transfers, once families a:le
encouraged to make comparisons, school resource differences that, in the
past, may have been unknown or rather abstract to them may now be vividly
appreciated. As with intradistrict transfers, those principals and superin-
tendents who lose pupils have even more reason to complain {who likes to
be unpopular?} about the underiving inequalities.

_ Plainly, if there is to be more and more interdistrict choice, the underly-
g inequalities between districts become more and more intolerable. Indeed
the more that interdistrict choice is exercised, the more incoherent it bccome;.
that schools are locally funded in the first place. Why are those families
wbose children transfer from District A to District B still helping to fungi
District A’s schools? Indeed, why are the residents of District A still paying
local property taxes to support the local schools when the pupils attending
those schools are less and less from the local community?

Charter Schools

How should charter school funding be arranged? First, assume that a
school is chartered by a local school districe. In that event, one solution
waould be to treat the school’s pupils as part of the district load and have
the school’s funding come from the district’s overall budger. State funding
would be the same as if the students attended traditional neighborhood
_schoois, and the district might try to teat the charter school just as it rreats
its neighborhood schools. ~

In many districts, regular public schools have their teacher positions
funded, rather than having district-average, per pupil, lump sums paid over
to ‘thcm‘ Charter schools, however, generally want the flexibility of config-
uring their staffs in innovative ways, of paying their teachers differently
and 50 on. This wish makes them push for a lump sum per pupil I"i{}v\:
s}'wiz.i{i the district deal with this demand? If it pays the charter scilc;ol the
districewide average, the district could well find it more expensive to fund
a charter school than a comparable school it runs itself~that is, assuming
zheb charter school is a conversion of an existing public school filled with
an fnexpezieﬂced staff. Notice also how a policy of making a per pupii alio-
cation to charter schools might create a strong financial incentive for many

-
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existing public schools to convert to charter schoels and a disincentive for
other existing schools to become charter schools. These complications of
charter school funding, even more than conventional intradistrict school
choice schemes, will put pressure on districts to eliminate the inequalities
that now arise from the funding of teacher positions. if a district abandons
funding teacher positions for its charrer schools, it may well have to do the
same for its ordinary schools,

This is not the end of the story. What if the charter school has {or expects
to have) a disproportionate share of the district’s high-cost pupils? It would
then no longer want from the district a lump sum equal to the district aver-
age spending per pupil. Instead it would want a per pupil amount adjusted
for the needs of the specific pupils it enrolls {or a categorical lomp sum addi-
rion for that extra need). Without that, it might be financially foolhardy for
certain existing schools to convert to charter schools and very difficult for
new charter schools to serve their pupils well. These forces will pressure
school districts to take more care than they do now in deciding just how
much of their budgets to allocate for special pupil needs, both in charter
schools and in regular schools.

In short, the development of district-funded charter scheols could lead
the way to having districts, on their own, eliminate some of the objection-
able features found in the traditional approach to intradistrict school fund-
ing. Whether this will actually occur, and when, is another matter. So far,
in practice, many of those who have created, or wish to create, charrer
schools object to local district funding altogether. Some object to the buife-
in inequalities already noted. Some claim that local funding discourages
disericts from granting charters in the first place—or at least causes districts
to drag their feet in paying to charter schools the sums they are due, There
has also been some gamesmanship by districts; for example, some districts

push charter schools to take far less money than whas the district spends
on its own pupils.!? Hence many charter school supporters push for state,
rather than distzict, funding.

Another factor that encourages state funding of charter schools should
be emphasized. Suppose a charter school draws a fair number of pupils
from outside the districe in which it is located. If it is funded by its local dis-
rrict, this, of course, raises the equity problems of interdistricr choice. But
there is more. If a charter schoo! draws pupils living in many districts, the
school might be better off obtaining a charter from the local district spend-
ing the most per pupil. Of course, for the reasons explained earlier, some
wealthier districts may be reluctant to grant charters to schools that will
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draw in new pupils from outside the district. To the extent thar they do,
this will probably create a situation that will surely seem unfair to charter
school operators. Those charter schools created by higher-spending districes
are likely to have more resources with which to compete for pupils than
those created by lower-spending districss,

Consider the alternative approach to funding charter schools: having the
state directly fund them. This probably strikes many as an especially apt
sotution for schools that receive their charters from an agency other than
a local district, such as the state beard of education or a state univessity
{which are chartering bodies in several states). Many claim that al} charter
schools should be funded in this way, Yet this solution creates other prob-
lems and pressures. If a poorer, lower-spending district foses pupils to a
charter school and those pupils are no longer counted as part of its enroli-
ment, the result Is the same we saw earlier when pupils who transfer out of
a district are no longer treated as belonging to the sending district. The dis-
trict probably comes out financially about even over time. If, however, a
wealthy, high-spending district foses pupils to charter schools and those
pupils are no longer counted as part of its enroliment, that district enjoys
a gain. kt in effect becomes even wealthier because its educational burden
is lightened and its loss of state aid, if any, is likely to be much less than its
cost savings. This not only magnifies existing inequalities but also affects
the state’s financial obligations.

First, if the state funds charter schools, although it may save consider-
able sums from a redoction in the state aid it formerly provided to poorer
districts for their students who now attend charter schools, the state wili
tikely save little or no money when pupils transfer into charrer schools out
of higher-spending districes, To the extent that occurs, the state will have
to come up with new funding to replace savings enjoved by already rich
districts. Second, and perhaps more fundamentally, at what level should
the state fund charter schools? Should it be at the level of lower-spending
districts, higher-spending districts, the state average, an “adequate” level,
or something else? Whatever sain the state selects raises questions as to the
fairness of having quite different surns spent on the schooling of individual
pupils depending upon which type of school they choose.

Muozeover, if charter schools are generously funded, they might well
draw off many more pupils, especially from currently low-spending dis-
ericts. Those disericts would likely adopt one of two very differens responses,
Some might object that it is unfair that they must remain lower spenders
when charter operators get more money; others might take advantage of
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the state’s generosity and convert all of their schools to state-funded char-
rer schools. When the state reckons with this lacter possibility, however, it
might become reluctant to fund charter schools at generous levels.

Even if charter schools are fully funded by the state at less generous lev
els, a local community that now spends that sum or less on its public schools
might still decide to converr all of its public schools to charter schools. lts
citizens might realize that not only would its pupils not suffer reduced
spending, its taxpayers would seemingly be completely relieved of paying
local property taxes for schaols. Widespread reaction of this sort, of course,
would put large new financial burdens on the state and could well prompr
the state to take over the property tax for its own uses, Once it goes down
that road, it is hard to see how the state could tolerate wealthy districts
spending as much as they now do per pupil when the state average is con-
siderably lower,

As with local funding of charter schools, if the state fully funds charter
schools, there will be pressure on the state to adjust the payment for the
nature of the pupils actually enrolled in the charter school {as well as its
location in a high- or low-cost part of the state). Indeed, it is especially cru-
cial in the charter school setting thar sufficient extra money is provided for
high-cost pupils. Otherwise, charter schools will be tempted to discourage,
reject, or later exclude those students, thereby denying them the same rights
to choose that have been extended to athers. In short, once we start think-
ing about charter schools drawing pupils from many communities and
heing founded by other than Jocal school districts, it is hard to come up
with any fair or coherent funding arrangement that will ailow charter
schoals to thrive and thar will also maintain the inequalities of the trads-
tional school finance system. This is why a big expansion in charter school-
ing may eventually so undermine our okd system of financing neighborhood
public schools as to require the ending of those inequalities that have for
so long been built into the structure of local, wealth-based, public school
finance. Although a shift to full state funding of all public schools is not the
only possible remedy to the problem, it is the simplest to imagine.

Of course, the scenario sketched here might not transpire. Entrenched
interests may force charter school funding to remain at the district level, as
though the charter school were just another local school; and in wamn charter
schools open to outsiders may form primarily in relatively lowerspending
districts, Rather than successful school choice reform driving school finance
reform, conventional school finance arrangements may strangle efforts to
expand choice in the public sector.
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Funding Choice in the Private Sector

If the children’s rights and common good arguments justify taxpayer sup-
port for elementary and secondary education, it is yet not clear why this
financial support should go only 10 those who attend public schools, Note
that, in a world of subsidized education, choice is not about the abstract
right to select a school for one’s child. That right is already guaranteed to
parents by the U,S. Constitution. The real issue is whether the family’s choice
is subsidized.

At one time, in some smali communities, there were not enough children
to fill more than one school. Such education might be viewed as a natural
monopoly. If there is to be but one provider, perhaps it should be the
government—although notice that the local school might also be provided
by a regulated private provider. In any event, this condition rarely applies
now, Evert if it is assumed that voung children should travel only a short
distance from home to school, in most places there are enough children in
reasonable range 1o support more than one school, especially because it is
by ne means obvious that significant economies of scale are achieved in
larger schools for vounger children.

If there is a principled defense of the {near) exclusive funding of public
education, we should look for it in the underlying reasons for public fund-
ing of education at all, Basically, the argument must be that only through
public education can society be confident that pupils will be steeped in tol-
erance and the values of democracy and that the money will be used 1o
bring about their education. By contrast, the strongest fear must be that
were nonpublic schools equally subsidized, they might turn out to be sub-
versive, intolerant, or fraudulent, thereby undermining, instead of achiev-
ing, children's rights and common good objectives. A more moderate
argument for exclusive funding of public educarion is that private educa~
tion too much promotes private, rather than public, goals. This outlook is
reflected in one conventional understanding of the religion clauses of the
First Amendment-—that is, while religious exercise must be ensured, it ought
not be subsidized.

Supporters of subsidized private school choice, of course, reject the
premises of both the stronger and the milder arguments against the fund-
g of nonpublic education. They see private schools as promoting public
objectives in the same way that they see privare providers as serving the
public good in programs like food stamps, medicaid, and section 8 subsi-
dized housing. But in America the political reality from nearly the begin-
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' : i lic
ning of our system of public education has been largely to restrict pub

funding to public schools.

Private School Tuition

The tuition charged by private schools varies enormously. Most prz\;ate
schools are religious schools. Their taition fevels tend to be levae% low
indeed at many elementary schools in some parts of the Qounzri. | is 15
possible first because refigious schools gcnerailvy make do with rat! de,r (;sz
spending per pupi as compared with the public schoels'. They zenh to E:l v
lower-paid teachers, tiny administrative staffs,and ne frills; marzyh a‘;e b
stantially more pupils per classroom, Scx:pr'zd, sometimes these sch o0 }: o
efit from using facilities and other subsidies provided by the ¢ ;r«: sz-
which they are affiliated, so that their true costs may be substanuiaily grea

ition they collect.
thag:}il:rt;::::; sc;oois, especially those aimed at children from “{;eliwte-
do families, have very high tuition levels. These schools tend 0 spe; r}:}{;r&
per pupil than is typically spent in pgblic ‘schoo%s, often apnng ot n(:;
smalter classes and more administration, inchuding ccilege an ge;}sol "
counselors, admissions and financial aid directors, furzdﬁazs&::rs, and thelike
that public schools tend to go without or to spread very thin,

State Aid to Private Schools

In the period berween 1875 and Wor}d War I, there was i\frzﬁgspgfj::
political and societal hostility toward private schools, especially ai :
schools. In the late 1800s a majority of states aci.opzcd constimtzoza‘ plzov
visions {generally called Blaine amendrments} designed to prevc;fft m;hei
«slatures from ever providing any assistance to these S:ChOOfS. ore s
hefore we had public education in the way we icn}ow it tods::,;, stme states
financially supported both Protestant and C‘a.:huhc schools. ;

After World War 11, this legislative hOStii‘ltY began to zhav‘v, an Son?;
states began to pass modest measures t:specxa%i.y aimed at asszztl;hng- p}:lpzis
enrolled in privaté schools. Public offictals reallzeé that the pu{d i ;c ools
were getting away with not having to educate pupils who wou r.;t em;l'se
be a substantial burden on the public purse; they a?preczared the rea 1:3;
that taxpavers had an interest in making sure the private eéucam:;l sect r

did not collapse financially. Moreoves, pazents‘of children azteré ing pri
vate schools complained about having to pay twice, fmd some mo es..{ti assis-
tance might ameliorate those complaints. The willingness to pr{}: e ;m.y
assistance to privare schools also signaled an acknowledgment that these
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schools were not undermining the collective educarional goals for the count-
try’s children. But although the U.S. Supreme Court agreed that states could
offer refigious school users both bus rides and textbooks, in a series of deci-
sions issued during the 1970s, it put substantial roadblocks in the way of
further public support of refigious schools.

In recent years, the Supreme Courr has eased its opposition to certain
types of state assistance to pupils artending private schools, including reli-
gious schools. Minnesota enacted a law that made a limited amount of pri-
vate school tuition payment deductible for state tax law purposes, at the
same time granting a similar deduction for education costs connected 1o
public schooling. The Supreme Court upheld this measure. The Courtalso
upheld the provision of federal compensatory education services to low-
income children artending religious schools, !

As a result, in many states private schools benefit frosm public support
in several small ways. The conventional approach remains one of permit-
ting private school students 1o participate in certain categorical aid pro-
grarms, most commonly receiving not only free bus rides to school or free
texthooks but also a range of targeted, clearly secular, educational services.
How much financial aid, if any, is actuaily provided in any state remains,
of course, a matter of state politics, and in some states powerful opposition
stilf exists to assisting private school users. Moreover {as discussed in more
detai! in Frank Kemerers chapter in this book!}, some state constitutions
are so restrictive that financial support that would be allowed under the
federal constitution is nonetheless forbidden,

Although private nonprofit schools also benefit indirectly from the fact
that voluntary charitable contributions to them are typically deductible
under state and federal tax laws and from the fact that in some stares their
property is not subiect to property taxes,” all of this assistance taken
rogether still constinstes a very small amount of financial suppert of pri-
vate schools as compared with public schools,

Experimental Funding Programs for Private Schools

There have been growing calls for much more generous funding of pupils
who choose to artend private schools, and recently swo communities have
experimented with schemes that provide considerably more fnancial aid.
1 both plans, public funds are targeted to needy children,

Milwaukee’s plan came first and has gained the most attention, By the
end of the 1998-99 schoot year, it provided about 6,000 children from low-
income families with scholarships worth about $4,400 a year, Cleveland’s
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plan is newer; as of 199899, it had about 3,500 participants, who received
scholarships worth up to $2,500 a year,

From the start, the Cleveland plan has permisted families to use the schol-
arships at refigious schools. The Ohio Supreme Court found this aspect of
the plan constitutional but concluded that the program ran afout of tech-
pical state rules about legislation.® The Ohio legislature repassed the plan
in 1999, and opponents shifted their fega! attack to federal cout. The Mil-
waukee plan originally applied only to nonreligious private schools, but in
1995 it was extended to cover religious schools, This decision was chal-
lenged in court, and in June 1998, the Wisconsin Supreme Coust upheld
the plan as constitutional under both the Wisconsin and U.S. Constitutions.
In late 1998 the U.S. Supreme Court declined to review the case.” As Jesse
Choper explains in his chapter in this book, it is not certain how the us.
Supreme Court will rule on these schemes when it eventually confronts the

issue.

Other Funding Programs for Private Schools

Although the Milwaukee and Cleveland plans are the most discussed
schemes of public funding of private school choice, they are not the only
such plans. Vermont has for decades allowed small school districts to be
nonoperating. Instead of running schools, they puschase schooling elsewhere
for their pupils. In some districts, this has meant that all the children are
sent to a neighboring public school, In others, it has meant that all the chil-
dren are offered places in a specified private school. In stilt others, the dis-
erict has been willing to pay for the child’s education in a variery of schools,
hoth public and private. It is this latter arrangement-—when families have
a choice that includes some private school options-—that has attracted the
greatest attention of advocates of school choice. Eventually, the Vermont
scheme was challenged in court, and in 1999 the Vermont Supreme Court
held the funding of religious school choice illegal on state constitutional
grounds.'? ‘

Thirty years ago, before there was school litigation on behalf of children
with disabilities and before there was federal statutory protection of the

education rights of children with disabilities, many public schools refused
+0 educate such children, at least those with the most serious disabilities,
In some places, these children were allowed to attend special private schools
at public expense. Although the public school treatment of children with
disabifities has changed censiderably, the eradition of a small wedge of pri-
vate schools specializing in the education of the disabled continues. Some-
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times t‘he public schools eagerly support sending the child to such a school
Scfmezlme:; the parents have to fight, perhaps through appeals processes tc;
win that remedy for their children. Altogether, these specialized pri\:ate
schools now enroll less than 2 percent of all private school pupils {arcund
90,?00 pup‘iis nationwidel. ! Some other childrens with disabilities attend
ordhmar)f private schools, where, as Laura Rothsrein explains in her cEa -
ter in this book, they are supposed to receive public financing for the s Z—
cial education services to which they are entatled, ?

_ In some communities, the local schoo! district has financial arrangements
with private school providers to take over the education of small numbel;s
of certain at-risk children who are seen to be poorly served by the pubfi;:
SCh?O%S {such as children who are chemically dependent, pregnant, or weil
behind grade level in achievement). In effect, the local public schoo; districe
contracts out the education of these pupils to specialized private schools if
th§ famzi:@ of these pupils choose 1o enroll them in such schools. In the
Minr?eapells program, the local school distzict basically pats up the funds
thaF it would otherwise spend on these children, and most of the partici-
pating nonprofit schools supplement that money with their own fund-

raising efforts 50 as t provide the extra dollars required to serve this
high-cost population,® ‘

Charitable Funding of Private Schools

Some years age a private foundation was formed in Indianapobs that
Offe%’l?d to provide smali scholarships 1o enable children from low-income
families to attend private schools, usually low-tuition private schools {which
were usnafly religious schools). This type of charitable nition organization
has caugh? on, and as of the summer of 1999 programs broadly parerned
onthe Ind}anapelis model were said to exist in sixty-five cities, serving some
57,000 children.?! Moreover, two new nationwide programs s;rving 40,000
addltzanfii pupils were announced in 1999 for the 19992000 school ’ear
Usually in these programs the foundation pays half of the child’s tuizrion-
u}f toa sz.ited ‘ceiling. These schemes are publicly supported m the smsr;
ziez:i:}gg];z;?hunons to these tuition organizations are themselves tax

Aflmna passed a measure designed to attract far more money on behalf
of this approach. Under the law, any Arizona taxpayer may obtain a 100
pf:ri':enz state income tax credit of up to $500 a year by makig a congri-
bution of up to $560 to a qualifying ruition organization.”2 Under this mea-
sure, contributions are not really charity; the Arizona law, in effect, allows
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taxpayers to write a check on the state treasury by directing a portion of
their tax payments to a tuition organization instead of the government.
{Oddly, the Arizona taw does not require that the money be paid out by
the tuition organization only to low-income families, even though this has
been the practice of the organizations in operation to date.) This Arizona
measure was challenged in court, but in early 1999 it was upheld by a divided
Arizona Supreme Court.>

The Future of Public Funding for Private Schools

increased public funding of public school cheice is both a threat and an
opportunity 10 those who favor public funding of private school choice.
The threat i that much of the demand for choice will be satisfied, and so
there will be ligtle enthusiasm for further expanding subsidized choice. The
opportunity comes from the reasons that the society has welcomed public
school choice: it could spilf over to submidized choice for all schools.

The Productivity Claim

Some advocates of publicly funded school vouchers valid for use in pri-
vate schools argue that competition will produce more effective schools. They
claim that both childrens rights and the common good will be better served
by having public and private schools compete for pupils, Public funding of
private schools bas been seen as the way to bring the power of the market
and competition to elementary and secondary education in the way, for exam-
ple, that Federal Express and United Parcel Service have brought competi-
tion to the 1.8, Postal Service, Opponents of private schools often talk abour
the risk of fraud, pointing to arguably analogous fraud problems in medic-
aid, in private trade schools, and the like. Supporters of wide-open school
choice counter that public education in the wrban centers is the real frand.

it is at this moment unclear how expanded pubtic school choice will play
out for private school choice supporters on this issue. If most states were
to adopt so-calied strong charter school laws, permitting easy access to the
creation of this form of schooling, opponents of public funding of private
schools are sure to argue that the charter schools will provide enough com-

petition, If charter schools also remain relatively unregulated, this argu-
ment may well be persuasive, or at least it may make the public want o
wait to see how competition in the public sector plays out before expand-
ing subsidized choice 1o the private sector. The productivity argument for
funding private school choice may be especiaily weakened if charter schools
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are permitted to contract with private entrepreneurs to deliver significant
aspects of their program.

The Pluralism Claim

Other advocates of subsidized private schoo! choice emphasize plural-
ism. They argue that tolerance would be promoted by trusting parents and
by allowing a wide range of family groups with similar values to have theis
own schools. Rather than undermining our democratic values {as school
voucher opponents claim), supporters insist that empowering the ordinary
family to take charge of its children’s educational goals is fundamental ro
our democracy. The current scheme, they argue, is designed to socialize the
children of the working class and the poor in ways determined by elites,
the result of which is interclass resentment. In other words, our commit-
ment to the rights of children and families is incomplete if public subsidy
is available only in the public sector,

Yet if strong charter school legislation is widely adopted, it is possible
that a charter would be granted to nearly any respectable group that would
otherwise have started a private choice school in a regime that gives our
vouchers or scholarships. One major exception to this, however, is the reli-
gious school, which it is fair to assume will not be able to become a char
ter school. Although this fact may arouse the passion and political zeal of
families seeking religious education for theis children, i will also satisfy
those who believe in a high wall of separation between church and statﬁ;,
regardless of whether aid to users of religious schools is permitted by the
U.S. Constitution. The other side wouid emphasize fairness to families with
religious beliefs: Why should they have to pay twice to get the schooling
they want for their children? Moreover, some pragmatists would argue that
the religious-based controversies that now hauant public schools—school
prayers, the teaching of evolution and sex ediscation, and so on—would
largely disappear if those with strong religious beliefs were enabled to form
their own schools with public support,

_ Competing attitudes toward religious schools are not the only issue here.
Some would favor stopping with 3 strong charter school regime just because
that approach imposes at least a minimal political filter on who can begin
a school.” A market filter alone, they worry, will not keep out kooks, hate
mongers, and con artists. Private school choice supporters counter that i
is preferable to rely on statutory limits to exclude socially unacceptable
schools, for example, by requiring disclosure from participating schools and
by prohibiting participating schools from teaching racism,

o
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The public stances taken on the issue by leaders of the have-nots could
be decisive, I the past, for example, African American leaders have widely
opposed school voucher schemes, making it difficult for supporters to con-
vincingly claim that black children would benefit. This near unanimity may
be crumbling, as surveys reveal strong support for choice among ordinary
African American families, as black families participating in the Cleveland
and Milwaukee plans ltke what their children are getting, as the federal
courts are pulling out of the school desegregation business, and as the edu-
cation achievement of all toe many African American children remaing
too low. >

QOther Issues in the Funding of Private Schools

Assume that much more generous funding of private school choice
occurs, Would this development create additional pressure to eliminate the
pubtic school finance inequalities discussed in this chapter? Or might it bring
about greater inequality? The answer depends upon the specific way in which
private school choice 1s subsidized.

Milton Friedman, the Nobel laureate economist, has proposed a system
of unregulated school vouchers in which all children would receive a sab-
sidy equal to, say, haif of what is now spent on average per pupil in the
public schools.?® As Robert Bulman and David Kirp discuss in their chap-
ter in this book, a proposal of this sort was put to the California voters a
few years ago and badly defeated. This scheme, 1 believe, would increase
inequality of educational opportunity, Poor famities could hardly expect to
purchase high-quality schooling with such a sum; nor could they afford to
add significantly to it.” Rather, these vouchers would be used mostly by
well-to-do families, who could add to the public subsidy from their own
income, Moreoves, economic segregation would increase even further under
the Friedman plan, not only because schools could charge as much tuition
as they wish bur also because they could admit or deny any pupils they
wish. In short, the Friedman plan magnifies the traditional inequalities of
the public school system, using the government in a way that ensures that

the rick are able te provide greater educational opportunities for theiy chil-
dren than the poor can provide for theirs.

Yet there are ways of funding private schooi choice that are friendlier to
the poor, For one, the subsidies for private school attendance could be offered
exclusively to children from low-income families. That is what ¢he private
foundations that have stepped into the field are now doing, and it is what
Milwaukee and Cleveland have done. Other variations might target subsi-
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dized choice to low-achieving children, students attending low-performing
schools, at-risk pupils, and so on.? Indeed, Florida passed a “failing school”
scheme in 1999

Alternatively, participating private schools could be funded like charrer
schools. Were that approach adopted, many would also favor imposing at
least two key requirements on participating private schools that parallel
requirements ofternt {but not always) imposed on charter schools: the school
would be open to all applicants {with excess demand handled by fottery);
and no tuition could be charged beyond the public subsidy. 1f a privae school
did not comply with these requirements, none of its students could obtain
a public subsidy. This regime, which basically mirrors the plan thar Swe-
den has put in place in recent years, would give children of the poor much
greater access 1o private schools of their choice than the Friedman plan does.

Of course, not all supporters of subsidized private school choice support
public regulation of admissions and tuition. Some argue that private schools
ought to be able to have academic selection criteria if they wish, pointing
to public choice schools like Bronx Science. Other people argue that it would
be unfair if participating religious schools could not favor children of local
parishioners. This issue haunts charter schools too, when founding parents
want their children to have preference. In practice, the concern about insid-
ers is not likely to be a serious problem in a regime in which everyone has
choice, but the selection issue is a thorny one.

The opportunity to charge extra tuition is often justified by its suppott-
ers in the hope that this would facilitate the participation of today’s elite
private schools, schools that now generally charge considerably more than
the public funding would likely be. Because giving schools the right to
charge more risks pricing out low-income families, this concern has gener-
ated compromise proposals to guarantee the poor fair access to extra-
tuition schools. One idea is to require private schools to means test their
tuition add-ons and to reguire them to guarantee low-income families a
reasonable share of the school’s places (say, 20 percent).?’ Such a regime
might not only draw today’s elite schools into the subsidized choice plan
but aiso prompt them to recruit talented children from low-income fami-
ies. It might also be compatible with a scheme that permits selective admis-
sion of the other, say 80 percent, of the school’s pupils,

In contrast to the Friedman voucher plan, schemes for subsidizing pri-
vate school choice that are friendly to the poor would put pressure on exist-
ing public school funding arrangements. First, assume that districts would
have to pay for private school choice for evervone in the community who

s
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exercises it. Under this scenario, one might initially imagine that many dis-
trict Jeaders would object to picking up the new cost of all the students in
the community who already artend private schools. In response to that, some
would say that it is only fair that communities that have been getting a free
ride are now forced to pay for those students. Both of these viewpoints
exaggerate what is at stake. It is important to remember that the poorer
districts would gain substantial new state financial support for these extra
pupils, not only because they increase the district’s average daily attendance
but also because they reduce the district’s measured wealth per pupil. In
poorer school districts, the state would fund these pupils up to approxi-
mately the state-guaranteed spending amount anyway.

Even so, if the basic scholarship {or voucher) amount were set somewhere
around the state’s average spending per pupil, then low-spending districts
might actually have 1o spend more on the pupils who leave them for private
schools than they spend on their own pupils. That would certainly be objec-
tionable, Could this problem be fairly solved by having the scholarship
amount vary with what the local district now spends? I doubt it. If, on the
one hand, this means that students from low-spending districts will have to
top up their scholarships to meet their school's regular tuition, that seems
unfairly harsh on the poor. On the other hand, it seems zany to force par-
ticipating private schools to accept in full payment of their tiition whatever
value of scholarship the pupil presents, if for no other reason than this would
give the schools incentives to avoid pupils with low-value scholarships.

This line of analysis may suggest to some the desirability of full stare
funding of scholarships that would not vary in amount based on the finan-
ciai circumstances of the child’s home district. For reasons discussed in con-
nection with charter schools, this solution raises other problems. Most
important, it is still probably not a stable solution for some children who
opt for private choice to get a subsidy that is greater than what their dis-
trict would have spent on them, while others get less than what would be
spent on them if they remained in their neighborhood schools. But that
would remain true ds long as the traditional, underlying school finance sys-
tern remains in place,

Conclusion

An expansion of subsidized public schoot choice and of subsidized private
schoot choice thar is friendly to low-income famuties threatens the linkage
between the local tax base and the local public school, which has been the
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basis for the publicly subsidized U.S. public education system for more than
a hundred years. As a result, school choice might pave the way to a reex-
amination and reform of school funding across the board, an ocutcome that
thirty years of ltigation have only partially accomplished.

What might that reformed schoo! finance system Iook like? The most
readily understood solution would be for the state itself simply to take over
the full funding of elementary and secondary education, possibly relying
on a statewide property tax for a substantial share of the needed revenues.
Under this approach, both choice schools and conventional public schools
would receive their funding from the state. Indeed, stare funding might well
flow directly to local schools, bypassing local school districts altogether.

Under this approach, the state would decide how much money to pro-
vide to cach pupil (whether enrolled in a focal public school, charter school,
or participating private school}. Farlier | mentioned the need for the state
to set a basic amount for the typical child, with upward adjustments for
children with special needs and those living in higher-cost communities. But
if full state funding of education cecurs, the state would have to be more
precise about it. Moreover, it could now aspire to be more scientific, draw-
ing on the research emerging from the literature on schoo! financing. These
studies provide insights into, first, how much money ought to be enough
to allow an average school with average children to bring a substantial
majority of them {say 80 percent} up to high educational standards {say the
top quartile of pupils on similar tests given around the world) and, second,
how much extra money should be supplied to schools facing higher costs
because of their location or their pupils in order for them to mees the same
achievemnent target.’® In terms of the arguments for public funding of edu-
cation made at the start of this chaptes, these adequacy goals operational-
ize what constitute children’s rights and the commeon good.

It is certainly possible to combine full state funding of education with a
largely hands-off approach to the regulation of schools that many believe
is essential if school choice is to have a chance to succeed in America, Swe-
den and other countries have so far nicely managed this balancing act; but
in other nations, such as the Netherlands, public financial support of pri-
vate schools has been accompanied by considerable regulatory control?!
Because of these concerns, some school choice advocates seek to give par-
ticipating choice schools state constitutional protection from state regula-
tion beyond that currently imposed on the state’s private schools; such a
provision is a common feature in proposed state constitutional inftiatives
secking to establish school choice plans,

By
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Besides the issue of regulatory freedom, there is the issue of spending
freedom. In the public school finance held generally, some of those who
have fought the interdistrict spending inequalities that arise from local
wealth differences nonetheless oppose full state funding as the remedy. They
argue that local public school districts still ought to be allowed to spend
extra money for their schools, provided it is raised on a wealth-neutral basis.
Some favor variety in school spending because they believe, as 2 practical
mattes, it helps ensure higher average spending on schooling.® Others
believe, in principle, that communities may have different tastes for edu-
cation, which the state ought 10 accommeodate {with wealth removed as an
influencing factor, adequacy should be determined locally), To achieve this
resuit, such solutions as “district power equalizing” and “guaranteed yield”
are usually proposed. These schernes rely upon a redistributive state aid for-
mula that permits poorer districts to generate as much money per pupil as
vicher districts with the same local tax effort.*

This sentiment toward decentralized funding decisions could be even
stronger in a world of widespread charter schools and voucher schools.
After all, despite the experience in Sweden and other countries, some may
Snd contradictory the combination of uniform state funding of education
and family choice of schools for their children. 1f s0, & variation on district
power equalizing-family power equalizing—would permit variety in a
school's per child spending without disadvantaging the poor.® Under this
plan, the state would subsidize a fairly wide range of school costs {tuition
obligations), and schools could locate themselves anywhere along this con-
tinem, from say $4,000 ro $9.000 z vear per child. Farmilies wanting to

send their children to charter or voucher schools that are relatively more
expensive, or perhaps ¢ven to more expensive conventional public schools,
would have to make a proportionately larger contribution toward that
greater cost from their own income. To use some arbitrary numbers by way
of illustration, a family might not be required to pay anything for a $4,000
scholarship but would have to contribute 2 percent of its income for a $6,000
scholarship and § percent for a $9,000 scholarship. This would mean that
a family with an income of $30,000 would contribute $600 toward the
$6,000 scholarship and $1,500 toward the $9,000 scholarship; a family
with an income of $10,000 would contribute $200 and $500, respectively;
a family with an income of $100,000 would contribute $2,000 and $5,008,
respectively. In each case the state would make up the difference. Since a
scheme like this is inherently means-tested, it would thereby permit those
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low-income families who cared to to send their children to more expensive
schools pretty much as easily as higher-income families.

One final point. The analysis so far has envisioned that a rapid expan-
sion of school choice will put such pressare on today’s basic school finance
sche;ne as to require its reform. It is also possible to imagine the causal con-
nection running the other way, In school finance litigation to date, plain-
tiffs have sought structural remedieswthat is, new systemic arrangements
that eliminate the inequalities of the traditional finance system. Suppose
mstead, however, that aggrieved children sought individual rather than
group remedies, More specifically, suppose they asked for individual schol-
arships of fair value as their damages for the unconstitutional deprivation
they have suffered.® Were such relief granted, then the school finance
reform movement and the school choice movement would be joined in a
symbiotic relationship arising from the other direction.
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