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Executive Summary

The U.S. Department of Education has projected nationwide enrollment declines over the
next 10 years. Because per-pupil federal and state funding is based on enrollment, school
districts experiencing enrollment declines will also experience budget cuts, which will be es-
pecially impactful in urban and rural areas serving the most vulnerable student populations.
In such cases, districts can reduce long-term costs by closing schools and reducing person-
nel. However, identifying short-term savings will be more challenging, particularly since
many districts are also transitioning from reliance on federal COVID-19 stimulus funds. Al-
though survey data show that many superintendents and principals made short-term invest-
ments (such as hiring temporary staff, running summer or after-school programs, or mak-
ing capital improvements), federal policymakers encouraged local leaders to backfill budget
shortfalls their districts faced at the start of the pandemic. Thus, in the absence of any major
new state funding, both enrollment declines and the end of federal stimulus funds mean that
many school districts must now make difficult decisions about cutting expenditures.

This fiscal context is crucial to understanding the current expansion of voucher programs
and charter schools. Rather than commit new funding for district-run K-12 schools, many
state legislators have instead invested heavily in this school-choice expansion of vouchers
and charter schools. In 2023, lawmakers in nine states adopted voucher-expansion legisla-
tion, and many states have expanded charter school authorizations as well, despite limited
enrollment growth. This brief seeks to draw policymakers’ attention to the connections be-
tween decreasing school enrollment, school privatization, and public school funding cuts.
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Research shows, for example, that charter school growth and voucher programs have nega-
tively affected traditional public school financing. Meanwhile, a network of philanthropists
and wealthy donors have reshaped the political economy of school finance, advocating for
school voucher policies, charters, and privatization in the face of declining public school
enrollments.

Given the current education policy context facing traditional public schools, sustaining ad-
equate and equitable school finance systems will require bold actions from local, state, and
federal policymakers. Some of these actions should directly address the funding of tradition-
al public schools to help reduce the fiscal harms of voucher and charter growth. Other ac-
tions should attempt to level the playing field, requiring charter schools and private schools
receiving voucher funding to abide by the same core rules and regulations as do traditional
public schools. Based on this analysis and the review of recent policy developments, there-
fore, we recommend the following steps at four different levels of governance:

U.S. Department of Education:

* Fully enforce protections of the Individuals with Disabilities Education Act (IDEA)
in the charter school sector, which provide due process rights for families including
manifestation determination reviews for suspension/expulsion and ensuring children
with disabilities have access to a free and appropriate public education in the least
restrictive environment.

Enforce states’ compliance with the U.S. Department of Education’s Charter School
Program by requiring fiscal transparency, oversight, and accountability in their ad-
ministration of program funds.

State Legislatures:

* Provide enrollment stabilization funds or “hold harmless” provisions for districts ex-
periencing enrollment declines; include expiration dates for all hold harmless provi-
sions.

Include robust anti-discrimination provisions in statutes creating voucher programs,
such as prohibiting the denial of students based on race/ethnicity, sexual orientation,
disability, and other identity markers.

Adopt separate legislation to require private schools receiving taxpayer subsidies to
provide the protections of the federal Individuals with Disabilities Education Act.

Adopt legislation preventing taxpayer-funded schools, including charter schools and
private schools, from avoiding or disenrolling students perceived as “less desirable,”
whether because of prior academic performance, disability status, or membership in a
particular demographic group.

Require private school students to take standardized state tests and require the public
reporting of student test scores.

Fund and promote research to analyze trends in the school-aged population across the
state and in key regions to inform school finance and charter and voucher expansion
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policies and oversight. Then limit the amount of expansion that can take place based
on expected housing and enrollment changes, and review choice programs each year.

State Agencies and Departments:

Require fiscal transparency for federal Charter School Program grantees, including
the source and spending patterns for all capital and operations funding; establish pro-
cedures that require noncompliant grantees to immediately and transparently imple-
ment corrective actions.

Collect data on voucher usage and private school tuition rates, especially which stu-
dents use the program (including their demographics and program classifications),
how many students switch from public schools, how much money is allocated, how
long students remain in the program, and the extent to which private schools alter
tuition rates following the introduction of voucher program expansion.

Conduct annual and real-time analyses examining how choice programs affect special
education enrollment trends as well as other enrollment classifications and demo-
graphic indicators.

Collect the enrollment trend and financial impact data and secure the expertise nec-
essary to conduct analyses of how charter and private schools are impacting tradi-
tional public schools, including their financial viability and their ability to provide
high-quality education programs for their students.

School Districts:

Communicate regularly with state legislators and the public about their fiscal realities
by publishing district reports about fiscal health; be transparent about school budgets
and other data; directly advocate for the district with stakeholders and policymakers;
and undertake broad informational outreach to publicize school district fiscal health,
enrollment levels, school budgets, and data—including the impact of charter schools
and/or vouchers on tax revenues.

Advocate for state policies that support adequate and equitable funding, such as short-
term enrollment stabilization funding, levy or tax base equalization, and student fund-
ing weights or categorical programs that drive more funds to students based on need.
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I1. Introduction

Education represents a significant expense to U.S. taxpayers, who invest over one trillion
dollars each year to support a free public K-12 school system.* Research shows this invest-
ment provides immense benefits to society, including nurturing generations of well-in-
formed citizens, culturally thriving communities, and productive workers.? Over the past
50 years, states have substantially expanded funding for public schools, and a large portion
of new funding has been targeted at higher-poverty school districts, where financial invest-
ments in education tend to have the most significant benefits.3

However, districts face several fiscal challenges moving forward. The U.S. Department of
Education has projected declining school enrollments nationwide over the next 10 years,
through 2035, citing fewer school-age children in the population and reductions in immi-
gration. Because federal and state funding is allocated on a per-student basis, districts with
declining enrollment will face lower budgets.5 Over the past two decades, declining enroll-
ment has disproportionately impacted schools located in urban and rural higher-poverty
areas, including schools enrolling a greater number of Black, Latine, Indigenous, and other
students of color.®

While states have looked for ways to help districts address enrollment shifts, state legisla-
tors have also introduced policies that exacerbate enrollment decline and its fiscal impact.”
In 2023, as many as nine states advanced legislation to support school vouchers or vouch-
er-related policies, such as education savings accounts or tax credit scholarship programs.?®
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Vouchers provide families with a publicly funded grant to pay for a child’s private school tu-
ition. Education savings accounts are similar, except that funds can be used for other private
school expenses. Tax credit scholarships provide individuals, households, and businesses a
tax credit (or deduction) in return for a donation to a private school scholarship granting
organization (SGO)—which then grants students private school scholarships. In most cas-
es, voucher policies cover only a portion of the cost of private school tuition, with families
expected to make up remainder.® In Georgia, for example, the state’s policy (the Qualified
Education Expense Tax Credit, or QEEC) provides $4,400 per student, and private school
tuition ranges from $4,250 to about $22,575.° Research shows that conventional vouch-
ers, education savings accounts, and tax credits and deductions, collectively referred to as
voucher policies, can have negative consequences for public school systems.!!

States have also advanced policies in recent years that support growth in the charter school
sector.? Charter schools are publicly funded but privately managed and tuition-free. Since
their inception in the early 1990s, charter schools have increased enrollments annually.
Growth in the sector during the post-pandemic period has been led by virtual charters, which
engaged in extensive marketing during the pandemic’ and have benefitted from recent state
legislative reforms.*

Meanwhile, traditional local public school districts across the country—which state consti-
tutions have explicitly established to serve all children in a community’*—have recently been
facing budget challenges in large part because of declining enrollments. While declining
enrollments due to falling birth rates sometimes require districts to make such structural
changes as school closures or reorganization, some enrollment pressures result from spe-
cific state policy actions and thus require state policy responses. For example, to the extent
that recent charter and voucher policies have negatively impacted school districts, state and
federal policymakers share responsibility with local district leaders to ensure students’ ed-
ucational opportunities are not disrupted. Understanding how charter and voucher policies
influence school district enrollment and finance, and identifying action steps for local, state,
and federal policymakers, is critical for providing stable learning environments for all stu-
dents. Education leaders would benefit from greater understanding of the recent growth in
school choice policies across states and how those policies may impact public school finance
systems.

Responding to this urgent need, this brief synthesizes research on the fiscal impacts of char-
ter and voucher school policies on public school systems. It then provides a snapshot of
recent developments, including the influx of voucher policies—often promoted by large phil-
anthropic donations and messaging campaigns. Based on this analysis and in light of recent
policy developments, the brief concludes by offering school district leaders, as well as state
and federal policymakers, specific recommendations for sustaining adequate and equitable
public school finance systems.

http://nepc.colorado.edu/publication/finance-equity




III. Research on the Fiscal Impacts of Charter
Schools and Privatization

Charter schools and privatization primarily impact the finances of traditional public schools
by reducing their enrollments; private school voucher programs can also lower overall state
tax revenues funding traditional public schools. Both policies create additional education
costs by supporting a parallel education system requiring additional school buildings and
infrastructure and potentially duplicating some services.’ Research has documented neg-
ative effects of these policies on traditional public school finance and district fiscal health.

Public School Funding in the Context of Declining Enrollments

State and federal funding for K-12 education is distributed on a per-student basis, so declin-
ing enrollment implies that a school will receive less overall funding as enrollment declines.
In theory, a school district with declining enrollment can reduce the number of personnel
and other services to reduce cost and offset funding reductions.

However, studies show that as enrollment declines, districts are not able to reduce spending
at the same rate as they lose funding.”” While districts can reduce long-term costs by cutting
personnel and closing schools, they can struggle to identify short-term savings from gradual
shifts in enrollment.'® For example, if a district loses one or two students at each of its 20
elementary schools, it may not save any money at each school since one fewer student does
not reduce the need for a given number of teachers, staff, or services. However, at the dis-
trict level, the total decline of 20 to 40 students would cause a significant loss in revenue.
In fact, an analysis of districts in Michigan identified declining enrollment as among the
strongest predictors of districts entering financial distress.' And this pattern of districtwide
enrollment decline without obvious ways to reduce costs at any school site is a common
problem.2° Some researchers have termed this phenomenon “indivisibilities,” a situation in
which the cost of providing a given set of educational services remains constant over a cer-
tain enrollment range.*

In short, the reduction in cost associated with losing one student is small compared to the
reduction in state and federal per-pupil funding. Over time, a district can restructure to
reduce costs, but the transition involves periods of time when expenditures often exceed
revenues.>?

Fiscal Impacts of Charter Schools on Traditional Public Schools

Given the negative impacts of enrollment declines on school district fiscal health, research-
ers have studied how the addition of charter schools into a region impacts traditional school
district enrollment and finance trends.?s Most studies identify reductions in per-student
spending and negative effects on district financial health, while a few studies find increas-
es in instructional spending or teacher salaries in traditional public school districts.?+ Dif-
ferences in findings are closely related to varying state policy contexts, especially whether
states provide “hold harmless” or transitional aid for districts with declining enrollment.25
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For example, districts in New York and Massachusetts receive partial funding for up to three
years for students who transfer to charter schools. By receiving enrollment loss stabilization
funds, districts can maintain services while keeping expenditures at or below funding levels.
However, even with those additional funds, the introduction of charter schools can present
challenges for traditional public school districts. For example, districts in New York must
pay local charter schools a per-student amount equal to current per-pupil expenditures, but
that amount includes current retiree healthcare expenditures—a component of spending
that districts cannot reduce.?¢ While stabilization funds provide some support, districts nev-
ertheless often struggle to reduce expenditures once the funds expire.

Where states provide no such support, charter school growth presents even greater fiscal
challenges. A policy change in Pennsylvania provides a useful case study.?” Lawmakers first
added, then removed, a policy that provided districts with 30% reimbursement of funding
lost because of charter school enrollments. An analysis of the policy changes found that
before stabilization funds were available as well as after they were removed, districts ex-
perienced reduced spending and lower student achievement. Those negative impacts were
largely attenuated, however, during school years when stabilization funds were available.
Two studies in Michigan, a state that similarly provides no charter enrollment stabilization
funding, found that traditional school districts there also suffered negative financial impacts
from charter school growth.2®

The introduction of charter More broadly, the introduction of charter schools can
schools can alter the cost of ~ alter the cost of meeting academic outcomes for tradi-
meeting academic outcomes  tional public schools. By enrolling fewer students who

for traditional public schools. receive costly special education services, for example,

charter schools increase the proportion of students with
disabilities served within the traditional public system.?® Some evidence suggests that char-
ters engage in “cream skimming,” taking measures to attract and retain more academically
prepared students. One study found that charter schools became more likely to enroll stu-
dents who were low-income only after the state implemented a new finance system that
provided more funding for those students, suggesting that charters respond to state finance
incentives for how different students are funded.3° Analyses of the fiscal impact of charter
schools on traditional public schools must therefore consider not just changes in funding,
spending, and fiscal health as discussed above, but also changes in amount and quality of
services provided and in the educational outcomes achieved.3*

In summary, extant research indicates that charter school enrollment growth typically re-
duces traditional public school enrollments and alters the composition of the student pop-
ulation. Thus, by leveraging strategies to enroll the most able and academically prepared
students from traditional public schools, charter schools can increase the cost for helping
remaining students attain a specific outcome. Moreover, charter school growth requires
duplicating some services provided in the traditional setting, increasing the overall cost
of education across sectors. Past studies provide important lessons for state policymakers,
especially related to reimbursement or transitional aid to support districts with declining
enrollment.3?
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Fiscal Impacts of Voucher Policies on Traditional Public Schools

Vouchers can affect traditional public schools in multiple ways: channeling state funds to
private schools when the same funds could be used to invest in public schools, causing en-
rollment shifts in the public sector, and influencing adult behaviors within public schools.33
Over the past decade, the number of students accessing vouchers has approximately tripled
nationally, leading to commensurably large increases in public funding for private schools.34
A recent analysis of longer-standing voucher programs in seven states found that all seven
had doubled public spending on voucher programs over an 11-year period from 2008 to
2019, with most spending hundreds of millions per year by 2019.35 Over the same period,
those states invested less in their traditional public school systems compared to all other
states on average. That report highlights Arizona and Florida in particular, which expe-
rienced declines in public education spending of 5.7 and 12.0 percent, respectively, while
increasing spending on voucher programs by 270 and 313 percent. The study does not draw
a causal link between state investment in voucher programs and state divestment in public
education, but the pattern reveals a shifting in funding priorities, whether explicit or not. In
short, one key mechanism through which vouchers influence school district finances is by
altering state fiscal priorities, transferring public funding to private schools.

Studies show this large transfer of public funding to private schools does not result from
parents switching from public to private schools.3® Instead, parents already enrolling their
children in private schools—usually a wealthier, more economically advantaged popula-
tion—frequently use vouchers to pay less tuition themselves, shifting the cost of private
school tuition from families to taxpayers.?” This pattern directly contrasts with the claims
of some state legislators and advocates, who have argued that private school vouchers could
save states money.3® Voucher programs may reduce state education expenditures if they
encourage public school families to move their children from a public school to a private
school and those families are able to pay for any difference between private tuition and the
voucher rate.3° However, the extent to which this takes place in practice is unclear. Prior en-
rollment status for voucher users is a key factor: Potential savings depend upon the “switch-
er rate”—the proportion of voucher users who would otherwise attend public schools. This
rate is difficult to estimate with certainty because families may switch sectors for reasons
unrelated to voucher availability. Voucher programs with more stringent eligibility criteria
(such as a requirement that students must have been enrolled in a public school prior to re-
ceiving a voucher, or must meet certain income thresholds, or must live near a public school
with a lower test-based accountability rating) are more likely to have a higher switcher rate
and thus are more likely to generate savings. More universal voucher programs with fewer
eligibility criteria will generally have a lower switcher rate, since they can be accessed by
current private school students—which, as noted earlier, is often known to be the case.+°
Universal programs therefore result in lesser savings for states and instead simply transfer
public education funding to private school families, reducing support for traditional public
school districts.

School voucher advocates argue that vouchers have indirect fiscal impacts on school dis-
tricts, through increased competition that will lead to improvements within traditional pub-
lic schools.# But research has not specified the mechanisms for how this would work. For
example, advocates refer vaguely to economic theory and competition by suggesting that
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“vouchers are also thought to improve the school’s production technology by breaking its
monopoly on enrollment, which forces them to compete in a market for students”# or that
schools could alter their “policies, practices, or effort . . . improving the educational quality
that they offer in order to maintain their clientele.”#3 A 2021 treatment of the subject ac-
knowledges that “schools must respond to increased competition in ways that improve their
students’ academic achievement,” but fails to say how this happens other than by making
“substantive changes to curriculum or facilities.”# Simply put, there does not exist in the
literature any clear articulation of how external competition will make educational profes-
sionals more effective at their jobs.4

Competition may also lead to negative, unintended consequences. Economic theory often
used to promote vouchers also assumes that influences and processes operating in a com-
petitive marketplace apply to schools. In particular, economic theory assumes that schools
produce clearly defined “products,” or outcomes, as in manufacturing.4 However, schools
produce a multitude of outcomes beyond academic learning and test scores. For example,
critics of vouchers argue that under threat of losing students, schools with low test scores
will focus more on increasing test scores at the expense of other important aims, such as so-
cioemotional learning, development in the arts, or mental health. Or educators may engage
in other problematic behaviors in response to voucher competition. Studies of the Florida
voucher programs found that public schools with a greater number of voucher-accepting
private schools in a close vicinity were more likely to classify students into multilingual
learner status—so that their test scores would not automatically qualify them for voucher
eligibility.+” In short, school vouchers can indirectly affect the finances of traditional school
districts by changing the incentive structures for particular outcomes, such as standardized
test scores, but whether and how competitive forces make traditional public schools more
effective is not immediately clear from the available literature.+®

In short, voucher policies’ primary impact is to move taxpayer money or benefits away from
public schools and into voucher programs, with no assurance of any savings or improved
efficiency or outcomes.

IV. Recent Developments

The pandemic shifted K-12 enrollment trends, and many states and school districts have
faced significant financial impacts of enrollment declines for several years; in some cases
those trends predate the pandemic.4 And now, schools are also transitioning out of reliance
on federal COVID-19 stimulus funds, which expired at the start of the 2024-2025 school
year. While survey data show that many principals made short-term investments such as
hiring temporary staff, running summer or after-school programs, or making capital im-
provements, federal regulators encouraged school leaders to backfill budget holes districts
faced at the pandemic’s start.° Therefore, in the absence of any major new state funding,
many school districts are facing fiscal challenges from external policy shocks over which
they have little control. Rather than making significant new investments, however, many
states have instead expanded voucher and charter school policies.

http://nepc.colorado.edu/publication/finance-equity




A Scan of Voucher Policies

To better understand recent growth in voucher policies over time, we conducted a policy
scan across the 50 states and U.S. territories.?* Figure 1 shows the general trajectory of dif-
ferent voucher policies from 1966-67 to 2023-24, highlighting the notable growth over the
past decade. The figure shows slow growth of conventional school vouchers, tax credits, and
tax deductions in the 1980s and 9o0s, and more rapid growth beginning in the 2000s. The
graph shows continued increase in voucher policies through 2023-24, including the addition
of education savings accounts beginning in 2011.

FIGURE 1
Timeline of Recent Voucher Policies Among U.S. States, 1989-1990 to 2023-2024

BODOa YT P wdrt BRI
. a0 1 & Ardena,
@

iy WO SRR
Mliastiotn, Frw @
1555, wih & we00red
sedanie o 15997

Wisoorain's e
F o e R v o S
{ PTAn w g
‘ implemanted In 1990

1393 i 2003 2008

- Comrvento - Education savings

accoums

http://nepc.colorado.edu/publication/finance-equity




Source: Authors’ calculation based on policy scan. Note: Tax credits and tax deductions refer specifical-
ly to income tax credits or deductions that households may claim by incurring private school expenses
or making donations. Our policy scan determined there are no current voucher policies in: CA, CO, CN,
DE, HI, ID, KY, MA, MI, NJ, NM, NY, ND, OR, TX, WA, WY, American Samoa, Guam, Puerto Rico, or
the U.S. Virgin Islands.

FIGURE 2
Number of Voucher Policies Among U.S. States and
Territories by Voucher Policy Type, 2023-2024
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Figure 2 shows a more detailed timeline of
recent voucher policies among U.S. states,
1989-1990 to 2023-2024.5% As noted, fewer
voucher policies were passed in the 1990s,
while a noticeable increase began around
2000 and again in 2011. The figure also in-
dicates that while many different states ad-
opted voucher policies, several states that
passed voucher laws in recent years already
had some form of a voucher policy. For ex-
ample, many states that added Education
Savings Accounts in recent years, such as
Arkansas, Indiana, and Nevada, already
had other voucher policies in place. Some 18
states (including California, New York, and
Texas) have no voucher policies in place,
while others are clearly active proponents.
Nationwide, just 33 states have 70 school
voucher policies in 2023-24. Figure 2 also
highlights education savings accounts as
a relatively recent addition, with Arizona
enacting the first, its Empowerment Schol-
arship Accounts program, in 2011. Educa-

Legend tion savings accounts have grown consid-
ac Ettucanon erably since then: They appear in a total
an = e e Of 15 states, representing just under half
™ of all states (and Washington, DC) with at
uT T least one voucher policy. Voucher growth

VT ' ' has continued since 2000 when the trend

VA emerged, particularly in the 2023 legis-

m — T lative session, when a total of eight new

Total 17 v 34 4 voucher policies were enacted.
% 285% 33% 48% 6%

(31}

Source: Authors’ calculation based on policy scan. Note: Numbers in each box refer to the number of
active policies for each voucher policy type. We identified no voucher policies in the following states or
territories: CA, CO, CN, DE, HI, ID, KY, MA, MI, NJ, NM, NY, ND, OR, TX, WA, WY, American Samoa,
Guam, or the U.S. Virgin Islands.
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Finally, Figure 3 includes an aggregate count of voucher policies by type over time. The
most common are tax credits, which exist in almost half (22) of all U.S. states. A total of 28
tax credit programs are active, with several states operating multiple programs. The next
most common policy is conventional school vouchers, with 15 states operating 23 programs.
Despite their more recent appearance, education savings accounts are also widespread, op-
erating in 15 states. Tax deductions are less common, with a total of four programs across
three states. Appendix Figure A1 shows the percent of student enrolled by sector including
traditional public, magnet, charter, and private, for every U.S. metropolitan area. The figure
demonstrates wide variation in public school participation across geographies, ranging from
less than half of all enrolled students in some cities, to well over 9o percent in others.

FIGURE 3
Number of Voucher Policies Among U.S. States, 1963-1964 to 2023-2024
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Source: Authors’ calculation based on policy scan. Numbers indicate total voucher policies as of
2023-24 (n=75)

Overview of Charter School Policies

As with voucher policies, many states have recently expanded laws supporting charter
schools, even as the number of school-age children in many states declines. In Texas, 2023
legislation increased the charter school cap, and major charter management organizations
responded quickly with plans to expand.5? The state requires charter networks to maintain
certain performance thresholds to open new schools; however, a ProPublica investigation
revealed that the education commissioner waived expansion requirements on at least 17 oc-
casions in recent years, leading to the expansion of charter networks with underperforming
schools.53 In 2021, Iowa, West Virginia, and Wyoming created statewide charter school au-
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thorizers, allowing parties to bypass approval from local school boards to create new charter
schools.5+ Since then, two of those states, Iowa and Wyoming, have advanced further leg-
islation to channel additional state revenues to charter schools.?> North Carolina similarly
shifted charter authorizing authority from its state school board to the newly created Char-
ter School Review Board, consisting of appointed members. That board has the authority to
approve charters that were previously denied. The new board has already approved some
charter school applications the state board had rejected based on poor academic perfor-
mance.>® Colorado legislators have approved a new mechanism for charter school manage-
ment organizations or other charter school leaders to access funds for building construction,
and several other states have recently enacted similar construction policies.5”

In contrast to both the private school sector, where enrollment was stable during the pan-
demic period, and the public sector, where enrollment declined, the charter school sector
experienced significant enrollment growth during the pandemic period, especially among
cyber charter schools. Several researchers have noted concerns about growth among online
charter schools given their poor track record for student outcomes and extensive marketing
efforts.5® According to the National Alliance of Public Charter Schools (NAPCS), a trade or-
ganization that promotes charters, U.S. enrollment in charter schools increased by nearly
9% (about 300,000 students) from 2019-2020 to 2022-2023, while traditional public school
districts experienced a 3.5% decline in enrollment (1.5 million students) over the same pe-
riod.5* Many of the states experiencing the largest increases in charter school enrollment,
including Texas, New Mexico, Iowa, North Carolina, and New Jersey, passed significant
legislation to support this expansion.

In summary, over the past decade, states have expanded policies supporting both school
vouchers and charter schools. Rather than rethinking this approach during the COVID-19
pandemic, many states have continued passing additional laws even as their traditional pub-
lic school sectors struggle with transitioning out of the pandemic. Unregulated expansion of
costly school voucher programs and charter schools funded with public resources will create
continuing fiscal challenges for both state governments and local school districts.

V. Discussion and Analysis

Federal Rulemaking

The Department of Education in 2022 proposed new rules for the federal Charter School
Program, which provides up to $440 million per year to support new and existing charter
schools.®® The changes would have required that new charters conduct an “impact analy-
sis” on how they would affect enrollment and finances in nearby traditional public school
districts. The new rules would have also prevented grants from being awarded to for-profit
charters, which make up roughly 10 percent of charter schools.®* However, substantial lob-
bying from charter advocates helped soften the new provisions. As adopted, the rules no
longer require analysis of community impact but instead require a report on community
needs. In practice, this means that charter applicants can simply demonstrate community
need via charter school parent waitlists without concern for their impact on existing tradi-
tional schools.
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A string of U.S. Supreme Court decisions has limited the federal government’s ability to
regulate voucher programs. In Zelman v. Simmon-Harris, the court determined that the
Cleveland Scholarship Program, which provided students from low-income families with
scholarships for private schools, did not violate the Establishment Clause since parents were
provided with a range of secular and religious private school options.®? While the Cleveland
program required that private schools accepting vouchers not discriminate based on race,
ethnicity, or religion, it did not include protections for students with disabilities. In several
other cases, including Espinoza v. Montana Department of Revenue and Carson v. Makin,
the court solidified the legality of tax credit-funded vouchers for private religious schools
that are permitted to discriminate based on student disability, sexual orientation, or other
background characteristics.®® These rulings limit the federal government’s ability to ensure
that voucher laws do not violate federal protections for students pertaining to disability,
sexual orientation, or other protected classes under the equal protection clause of the 14th
Amendment.

State-Level Policy Problems

Many of the fiscal challenges that school district leaders face today are outside their control
and therefore need to be addressed at the state level. State legislators can play a key role by
identifying concerns early and building consensus about how school enrollment and finance
issues related to demographic and enrollment changes can best be addressed. As detailed in
this brief, many states and metropolitan areas are likely to see enrollment declines, even as
those same states advance school choice and voucher policies. Being proactive gives legisla-
tors the opportunity to prioritize policies that support equitable funding while also paying
close attention to the fiscal impact of any current or potential school choice policies.

State education agencies play a key role in ensuring adequate oversight over the charter sec-
tor, especially as it relates to growth and adherence to state and federal laws. Many states
currently require charter expansion to be strategic and mindful of community needs and im-
pact.®* However, in general they do not collect sufficient data—particularly from charters or
private schools—to assess the impact of choice policies on the finances and educational pro-
grams of traditional public schools. Data that could inform such analyses include enrollment
trends, school expansions, student outcomes, and factors that affect student experience such
as class sizes, materials, facilities, and school staff compensation levels and retention rates.
State education agencies may form state or regional task forces or workgroups to secure the
requisite datasets and expertise to analyze enrollment trends and their finance implications.

Education agencies in states with voucher laws face transparency and reporting challenges.
Families are not always aware of the services (or lack of services) offered in private schools,
especially those that accept public vouchers. Moreover, studies indicate that private schools
often have poorly paid staff members and high turnover, as well as outdated curriculum
and pedagogical strategies. Such information is not typically available to parents.® No state
has adopted separate legislation to require private schools receiving taxpayer subsidies to
follow a set of rules akin to the federal Individuals with Disabilities Education Act (IDEA),
and states only rarely and sparingly attach anti-discrimination provisions to the statutes
creating voucher programs.®® Few states require the public reporting of student test scores,
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and few require private school students to take standardized state tests in the first place.®”
Families with students with disabilities therefore have no recourse if they enroll their child
in a private school that does not address their child’s educational needs in the least restric-
tive environment. States implementing voucher laws have not developed effective policies
for addressing transparency and reporting challenges related to the quality of private school
services.

Challenges for Local School Districts

At the local level, public school districts will continue to face challenges that are the result
of enrollment decline and school choice expansion. Districts may benefit from community
audits and studies to evaluate enrollment changes across the district and to help strategize
school construction or renovation. Traditional public schools can also help explain to poli-
cymakers and community members how enrollment declines coupled with the expansion of
school choice will impact their ability to provide high-quality education.

The New Political Economy of Voucher Policies and Charter Schools

Ideological individuals and philanthropies have had an outsized influence in promoting
choice policies such as vouchers and charter schools.®® Researchers identify three primary
mechanisms through which philanthropists influence voucher and charter school policy:
(1) through support for policy advocacy couched as research and related information cam-
paigns, including lobbying and news media; (2) through contributions to state legislator
and school board election campaigns®; and (3) through direct support of charter school
organizations and private schools.”” Much of the research on vouchers and charter schools
is funded by right-leaning think tanks such as Walton Foundation, Cato Institute, Broad
Foundation, Fordham Institute, and others that are strong school choice advocates.” These
organizations are often networked with other organizations whose lobbying arms then use
such research to promote specific policies.

The interests of school choice advocates are not always aligned. The Charter Schools Now
PAC, for example, made significant donations to legislators in Texas who voted against
school vouchers.” In some cases, charter school advocates may be more aligned with tradi-
tional public schools, since both are negatively impacted when public funds are made avail-
able for private school tuition. Meanwhile, some advocacy groups for religious schools aim
to prevent private school voucher expansion, out of concern that public funds for private
schools may reduce private school autonomy.” Irrespective of these tensions, the political
economy of voucher and charter school policies is an important feature of policy landscape.
While existing research does not draw direct cause-and-effect relationships, several reports
highlight the role of privately financed public messaging and information campaigns to ex-
plain the recent expansion of voucher policies charter schools nationally.”
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VI. Recommendations

Sustaining adequate and equitable school finance systems requires local, state, and federal
action. In the longer term, educational stakeholders across all levels have significant respon-
sibility to ensure the sustainability of the public education system. We recommend that:

U.S. Department of Education:

Fully enforce protections of the Individuals with Disabilities Education Act (IDEA)
in the charter school sector, which provide due process rights for families including
manifestation determination reviews for suspension/expulsion and ensuring children
with disabilities have access to a free and appropriate public education in the least
restrictive environment.

Enforce states’ compliance with the U.S. Department of Education’s Charter School
Program by requiring fiscal transparency, oversight, and accountability in their ad-
ministration of program funds.

State Legislatures:

Provide enrollment stabilization funds or “hold harmless” provisions for districts ex-
periencing enrollment declines; include expiration dates for all hold harmless provi-
sions.

Include robust anti-discrimination provisions in statutes creating voucher programs,
such as prohibiting the denial of students based on race/ethnicity, sexual orientation,
disability, and other identity markers.

Adopt separate legislation to require private schools receiving taxpayer subsidies to
provide the protections of the federal Individuals with Disabilities Education Act.

Adopt legislation preventing taxpayer-funded schools, including charter schools and
private schools, from avoiding or disenrolling students perceived as “less desirable,”
whether because of prior academic performance, disability status, or membership in a
particular demographic group.

Require private school students to take standardized state tests and require the public
reporting of student test scores.

Fund and promote research to analyze trends in the school-aged population across the
state and in key regions to inform school finance and charter and voucher expansion
policies and oversight. Then limit the amount of expansion that can take place based
on expected housing and enrollment changes, and review choice programs each year.

State Agencies and Departments:

Require fiscal transparency for federal Charter School Program grantees, including
the source and spending patterns for all capital and operations funding; establish pro-
cedures that require noncompliant grantees to immediately and transparently imple-
ment corrective actions.
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Collect data on voucher usage and private school tuition rates, especially which stu-
dents use the program (including their demographics and program classifications),
how many students switch from public schools, how much money is allocated, how
long students remain in the program, and the extent to which private schools alter
tuition rates following the introduction of voucher program expansion.

Conduct annual and real-time analyses examining how choice programs affect special
education enrollment trends as well as other enrollment classifications and demo-
graphic indicators.

Collect the enrollment trend and financial impact data and secure the expertise nec-
essary to conduct analyses of how charter and private schools are impacting tradi-
tional public schools, including their financial viability and their ability to provide
high-quality education programs for their students.

School Districts:

Communicate regularly with state legislators and the public about their fiscal realities
by publishing district reports about fiscal health; be transparent about school budgets
and other data; directly advocate for the district with stakeholders and policymakers;
and undertake broad informational outreach to publicize school district fiscal health,
enrollment levels, school budgets, and data—including the impact of charter schools
and/or vouchers on tax revenues.

Advocate for state policies that support adequate and equitable funding, such as short-

term enrollment stabilization funding, levy or tax base equalization, and student fund-
ing weights or categorical programs that drive more funds to students based on need.
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Appendix

Percentage of Schools by Sector in All Major U.S. Metropolitan Areas, 2016-2017
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Source: Authors’ calculations based on Common Core of Data, 2017-2018. Data compiled The Century
Foundation (Potter, 2022). We use 2017-2018 data because this is the most recent year for which The
Century Foundation compiled these national datasets.”®
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