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Summary

Over the past decade-plus, charter-school advocates have raised concerns about purported
funding disparities between charter schools and district public schools. This new report
from Bellwether uses tabulations of funding across charter and public schools to describe
the size of the funding disparities in the District of Columbia (DC) from 2022 to 2025. The
report finds that the district’s public schools are more generously funded—that they have ac-
cess to additional funding streams, receive extra pandemic funding, have more capital fund-
ing, and pay teachers much higher salaries. Although the report’s tabulations are valid, it
fails to prove that charter schools are underfunded or that they should, in fact, be funded at
parity with public schools. Schools in these two sectors are responsible for providing differ-
ent services and serving different students, and they often receive resources from different
sources. The report neither applies a valid method of comparison nor acknowledges these
different responsibilities. Indeed, it provides no way to determine if DC charter schools are
funded at the “right level” or what that level should be. As a result, it is of limited use to
policymakers—except perhaps within the district as an introductory or preliminary study.
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I. Introduction

Charter schools are an important sector of K-12 schooling. They offer an alternative to tra-
ditional public schools in terms of curriculum, school organization, and instruction. How-
ever, there are consistent questions as to how much public financing charter schools should
receive and whether they are funded fairly compared to traditional public schools. These
questions are especially important in areas such as the District of Columbia, where almost
half of all students are enrolled in a charter school.

This review examines a report exploring such funding questions from the nonprofit Bell-
wether organization: Resource Realities: A Comparative Analysis of Charter and District
School Funding in Washington, D.C., authored by Kaput, Tinubu Ali and O’Neal Schiess.!
The report tabulates the funding of charter schools and district schools in the District of
Columbia (DC) over the period from 2022 to 2025. By comparing funding in charters with
funding in district public schools, the report provides evidence on an important question—
are charter schools in DC being funded fairly?

II. Findings and Conclusions of the Report

The report presents a set of linked findings on charter and district school funding in the
District of Columbia post-pandemic.

First, local funding sources have expanded post-pandemic, and expansions have favored
public schools. By far the bulk of school funding is formula-driven, and weighted for student
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characteristics. The formula (Uniform Per Student Funding Formula, UPSFF) is applied
consistently across all schools.2 However, the report identifies seven discretionary local
funding sources where dollars are not allocated uniformly. Three sources fund only public
schools, while two fund only charter schools; the remaining two fund both, but allocate more
money to district schools. Overall, the report finds, charter schools received $105 million
less in local funding.

Second, the district invests in capital and facilities primarily benefitting district schools. In
contrast, charter schools must use operational funds for all facilities expenses. The report
finds these operational funds far below the amount allocated to public schools and too low
to cover all facilities expenses. Facilities investments—valued at $1.1 billion more for public
schools—explain two-thirds of the charter school funding gap.

Third, the district will substantially increase pay for its teachers but not provide similar
funding for charter school teachers. The Washingon Teachers Union, to which charter
school teachers do not belong, negotiated the increases. District teachers’ pension benefits
have also increased post-pandemic, but similarly, charter teachers are not eligible for such
benefits. The net gain is $450 million more for district teachers.

The new funding commitments are large and spread over multiple years. Overall, the extra
funding for district schools over the period 2022-25 is $1.65 billion, equating to $7,713 per
student.

Based on these findings, the report offers a series of recommendations to reduce disparities.
One is to channel more funding through the uniform funding formula instead of discretion-
ary local funding sources. Another recommendation is to increase charter school funding
both for facilities and for teacher remuneration. The final recommendation is to increase
accountability with more transparent reporting and dialogue in order to improve the poli-
cymaking process.

II1. The Report’s Rationale for Its Findings and Conclusions

The report relies on district budget documents and data for its evidence. These sources are
valid and provide credible, up-to-date data on school funding. To generate its findings, the
report describes these funding sources and tabulates the amounts from 2022 to 2025.

The report’s conclusions flow directly from its descriptions of the funding system and the
average amounts of funding per student. The system favors public schools, which receive
more dollars per student. The report therefore concludes that the funding system is inequi-
table and that it disadvantages charter schools. The report’s logic is that these disadvantages
would be eliminated if charter schools received more locally sourced funding, more facilities
investments, and more support for teacher compensation comparable to that for district
teachers.
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IV. The Report’s Use of Research Literature

The report relies on no research literature at all. Critically, the report does not refer to any
research on methods to use when comparing charter school and public school financing.3
The report does not cite any prior studies that have attempted to calculate charter school
funding shortfalls.# Nor does the report refer to a single peer-reviewed journal article or
policy report on charter school funding, on facilities investments, or on teacher remunera-
tion. No current or historical analyses for the District of Columbia are included.5 Finally, no
evidence on funding patterns from other states is considered.

One unique element of the DC system is a performance-related pay scheme (called IM-
PACT), which affects only district teachers. In addition to direct evidence on IMPACT, there
is extensive research on performance-related pay.® However, the report provides only a min-
imal context for IMPACT and entirely neglects the research literature on performance pay.”
Similarly, for capital and facilities upgrades, the report fails to consider any local context or
evidence. Finally, research on teacher compensation—and the role of unions—is not consid-
ered in the report.®

Overall, the report does not relate its findings to extant research (either theoretical or ap-
plied) and does not consider local context in detail.

V. Review of the Report’s Methods

The report’s method is to tabulate funding amounts for charter schools and district schools.
These amounts are then compared, on the assumption that there should be parity across all
schools. This assumption is weakly tested by comparing a student characteristics by color,
by disability status, and by economic disadvantage. Based on these characteristics, charter
and district school students are held to be sufficiently “alike” to confer legitimacy on unad-
justed comparisons of funding.

However, this method is inadequate for the comparison made. Instead, the report should
have applied standard comparative methodology. School financing experts and policymak-
ers have long discussed conditions under which charter schools are optimally funded versus
public schools. The comparative method is well-established; it also systematic and formal.
In fact, it is often restated and highlighted because many reports—like this one—ignore it.°

The comparative method emphasizes a set of practices.'® Adopting these practices should
lead to a more rigorous and accurate estimate of funding inequities for DC schools.

The first practice is basic: Funding amounts should be adjusted for student characteristics.
However, this adjustment should not be cursory (or implicit, as in this report). There are
many differences in student characteristics that may affect costs. For example, Washington
D.C. charter schools serve fewer English Learners (by eight percentage points), but they en-
roll significantly more adult students (by 11 percentage points) and serve more students with
level-4 (more severe) disabilities (by two percentage points)." Nationally, charter schools
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typically enroll more female students.’? By design, charter schools have more flexibility to
select students and can identify students who are most likely to prosper and who are rela-
tively low-cost to educate.3

The second practice is to consider differences in organizational structure. Charter schools
can operate multiple campuses, while district schools must operate within constraints. For
example, districts must provide services for all schools (such as transportation or for special
education). Also, charter schools are considerably smaller than public schools. As of 2023-
24, average enrollment is 353 at charter schools and 436 at public schools, a scale gap of
24%.* Although there is considerable evidence that scale matters for school efficiency, scale
is not considered in the report.’s Funding should reflect these structural differences.

Finally, a thorough investigation should be undertaken of budgets, transfers and actual ex-
penditures by schools. Often, these investigations uncover transfers, pass-throughs, re-al-
locations, and reimbursements such that reported funding is quite different from actual
resource use. Sometimes, these revisions reflect misallocation of resources, distorted incen-
tives in charter schools, or spillover effects on public schools. It is possible that investigation
within the District will yield some anomalies.*

VI. Review of the Validity of the Findings and Conclusions

Most of the findings of the report are based on tabulations from government sources. In that
respect, these tabulations are reasonable.?”

However, the report’s findings and conclusions may not be valid. First, no formal method is
used to calculate the funding disparity. A method is important to determine if the calcula-
tions are accurate and if they genuinely reflect an unfair disparity against charter schools.
If the method were applied, the results in this report would be more credible and a more
sophisticated interpretation of the differences between charter and district schools would
be possible.

1Second, the report’s calculations ignore the basic rationale for the charter school move-
ment: that differentiation and school choice is beneficial.®®* With far fewer constraints than
district schools, charter schools might be expected to use fewer resources; differences in
operation leading to differences in expenses are highly likely. Charter school funding mech-
anisms therefore should not be expected to directly align with those of public schools. Both
absolute funding and individual budget items may well differ. Otherwise, charter schools
would not be able to allocate resources differently, operate with different organizational
structures, or adopt different missions. This differentiation is especially important for facil-
ities and teacher pay: Because these are the largest budget items, they offer the biggest scope
for efficiency savings.°

The report does not explain why charter school teachers should be funded comparably to
district school teachers. Because the funding gap is attributable to a new union bargain-
ing agreement, it seems invalid to claim that charter school teachers should also receive
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increased pay or equivalent pensions. Matching pay defeats the purpose of having charter
schools—and professional unions.?°

Furthermore, the claim that local funding for charter schools is too low may be invalid.
District schools get extra local funding for a pre-K (Early Stages) program. Because these
services are delivered before students enter K-12 schooling, it is debatable if this is a genuine
funding gap or an extra service that district schools provide. Also, the performance-related
pay system (PRP) available to district teachers involves a risk/reward trade-off: Extra pay is
available, but only for better performance. It is not correct to describe this performance-re-
lated pay scheme simply as “more funding.”

Finally, the report’s calculations are not expressed as a meaningful metric. The report’s es-
timate—of $7,713 more per public school student—is over four years, so the annual amount
is $1,928. This translates into an approximate annual gap of 11%.* This percentage gap—
which is not given in the report—may be economically meaningful or historically aberrant.
However, the report offers no context for this debate.

VII. Usefulness of the Report for Guidance
of Policy and Practice

This report is useful in two ways. First, it does provide a clear overview of funding for schools
in the District of Columbia. This is helpful because funding systems are not easy to under-
stand: they are often complex, usually opaque, and frequently in flux. Second, the report
provides a basic understanding of the disparity in funding between charter schools and dis-
trict schools. Within the district, this report may be useful as an introductory or preliminary
study.2?

Unfortunately, the report does not offer a rigorous or methodical investigation of funding
allocations. While charter schools do need to be adequately and fairly funded, that does
not mean that they should be funded equally to district schools based on the same funding
formulas. The report fails to consider why and how charter schools might need to be fund-
ed differently, and it ignores the standard comparative method and conventional research
practices. As a result, it remains unclear whether—and to what degree—the charter schools
may be underfunded.

Thus, the report’s conclusions are not well-founded. Given possible shocks (pandemics, for
example), discretionary local funding is reasonable. Similarly, there is a strong economic
case for capital funding to be separate from operational funding—and an especially strong
case for charter school teachers to have pay set outside of a union contract.

In short, policymakers should be wary of drawing any direct policy conclusions about school
funding from this report.
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choose their facilities and make capital investments accordingly.

Extra funding for public school facilities is appropriate for various reasons. These include circumstances where
public schools facilities are more dilapidated (perhaps because of their age) or are located in high-rent areas.
Also, public schools may face different borrowing constraints and may adopt different amortization schedules
(spreading capital costs over time).

Also, part of the disparity is related to pensions: If charter school teachers are younger than public school
teachers, then pension rights are less valuable (because they are further in the future).

Author calculations from https://dcpsbudget.com/budget-data/. The percentage gap is approximate because it
depends on the appropriate baseline amount. Notably, the report does not state the baseline amount.

It is unlikely that policymakers in other states will find this evidence useful. The only evidence used is for the
district and there are no general lessons on funding that may be relevant for other localities.
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