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Summary

The Thomas B. Fordham Institute recently published Think Again: Do Charter Schools
Drain Resources From Traditional Public Schools?, a report that explores whether charter
schools increase or decrease traditional public school districts’ total revenues, instructional
spending per pupil, and efficiency. Based on its review of literature, the report finds that
charter schools have mixed impacts on district finances; additionally, it suggests that while
short-term effects may be negative, traditional public schools facing charter competition
see improved efficiency over time. The report references most of the relevant literature and
fairly assesses the evidence. However, it makes claims and policy recommendations that are
untested empirically and unwarranted based on the research base. For example, it concludes
that districts’ higher expenditures in a charter environment are due to policies protecting
traditional public schools from revenue fluctuations caused by charter competition. In do-
ing so, it fails to consider other possible explanations, such as charters strategically enroll-
ing relatively few students who are particularly costly to educate. The report also suggests
that public school closures resulting from unsupportable enrollment decline are a positive
outcome of competition—downplaying how severely closures disrupt and negatively impact
marginalized students and communities. Given these shortcomings, while the report may be
a good resource for identifying studies related to the important questions it asks, its unsup-
ported claims and recommendations make its advice of little use to policymakers.
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I. Introduction

Over the past several decades, private sector advocacy and federal incentives have prompted
significant charter school expansion. A key rationale has been that school choice will not
only offer students and families alternatives to their traditional public schools, but also
that competition will improve educational efficiency. Theoretically, as school choice causes
traditional public schools to lose students—and the associated per-pupil revenue—they will
be compelled to improve their educational programs to attract and retain students, thus
becoming more efficient.

Yet, there are concerns about the assumptions underlying these claims. Critics of choice
have argued that rather than fostering healthy competition, charter schools drain needed
resources from public schools, impeding their ability to meet students’ needs.*

A report published by the Thomas B. Fordham Institute, Think Again: Do Charter Schools
Drain Resources from Traditional Public Schools?, authored by David Griffith, examines
some competing claims about charters’ effects.? Specifically, the report reviews existing re-
search to assess whether charter schools increase or decrease districts’ total revenues, in-
structional spending per pupil, and efficiency. The publication further offers policymakers
funding recommendations, and it offers education leaders a recommendation for dealing
with school closures resulting from competition.

II. Findings and Conclusions of the Report

The report says it “synthesizes the latest and most rigorous research” to answer the follow-
ing questions: Do charter schools increase or decrease districts’ total revenues per pupil?
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Do charter schools increase or decrease districts’ instructional spending per pupil? Do
charter schools make districts more or less efficient?3

In answer to the first question, based on state-specific and national studies the report finds
overall that

charter schools may increase or decrease districts’ total revenues per pupil de-
pending on who authorizes them, how their arrival impacts the local housing
market, and—perhaps most important—the policies that states and other juris-
dictions adopt.4

For example, charters may increase or decrease home market values—and so affect tax rev-
enues. In addition, specific state policies may include “hold harmless” measures that com-
pensate districts losing students to charters.> In short, the report finds that specific policy
and social context produce mixed results.

Second, the report acknowledges that if research found a link between charter schools and
declines in districts’ instructional spending (on teachers and aides, textbooks, and curric-
ular materials), the criticism that charters drain necessary resources from public schools
would be justified. However, here too the report finds mixed results. In general, it found that

many of the places where research suggests an increase in total revenues per
pupil may have also experienced an increase in instructional spending—or at
least, no significant change—while the places where research suggests a decline
in total revenues per pupil may have also experienced a decline in instructional
spending.®

In addition, based on some studies of specific factors like teacher-student ratio and
teacher salaries, the report concludes that competition appears “to have mostly pos-
itive effects on specific instructional inputs.””

Finally, the report assessed whether charter school competition makes districts more or less
efficient as they draw pupils from public schools. It found several studies indicating that
an inefficient rise in cost per pupil results when a district must continue to pay fixed costs,
especially building maintenance, for fewer students. However, the report contends that this
literature is misleading because districts can adopt such strategies as closing or consolidat-
ing under-enrolled campuses. It also points to a study indicating that charter schools may
increase costs for traditional public-school districts early on but can lead to efficiency some
one to eight years later. After detailing at some length the difficulty of determining efficien-
cy and the mixed results, the report finally concludes that “while few studies address the
efficiency question directly, what we do know suggests that charters tend to make affected
school districts more efficient, at least in the long run.”®

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

The report begins with the argument that traditional school districts should, of course, re-
ceive less money when they enroll fewer students. If per-pupil funding is tied to enrollment,
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then money should follow students who leave their traditional public school for a charter
school. Therefore, a simple reduction in revenues is not a major concern, the report con-
tends, since fewer students means fewer resources are needed. Moreover, the report argues
that the mixed results of charters’ effects on district revenues are likely driven not by com-
petition per se, but by variation in local context and policy design. It further argues that even
if, as research suggests, charter schools create some inefficiencies in public school districts
in the short-term, districts can adjust their costs in the long run by closing school buildings
or making other adjustments to expenditures (teacher compensation, for example) to in-
crease efficiency over time.

IV. The Report’s Use of Research Literature

While the literature review is highly inclusive, it is missing some citations, including a recent
study on charter school fiscal effects indicating that charter school competition in North
Carolina has had a large and negative fiscal impact.® Nevertheless, the report cites a sig-
nificant amount of relevant literature, and it includes key empirical texts. More specifical-
ly, it includes key authors, empirical results, peer-reviewed papers, and non-peer-reviewed
sources.

Although the report attempts to provide context for the mixed and conflicting results found
in the literature, it does not help the reader to interpret the mixed results by, for example,
weighting those studies with more robust methods or those that have been peer reviewed.

V. Review of the Report’s Methods

The report did not describe how the studies reviewed were identified or selected for in-
clusion or what search terms were used. Not all literature reviews need to be systematic
reviews—those summarizing all relevant literature on a given topic—but some clarity re-
garding the search process, or the inclusion and exclusion criteria for the studies reviewed,
provides greater transparency.

VI. Review of the Validity of the Findings and Conclusions

The report fairly assesses existing empirical evidence, but ultimately draws recommenda-
tions and claims that are not warranted based on the research reviewed.

The report finds that, in some cases, charter schools increase public school expenditures per
pupil, but in other cases expenditures decline. It concludes that policy design and context
shape the mixed outcomes found in the literature. This is likely true. Research on school
choice policy has shown that the specifics of the design matter for outcomes, particularly in
terms of academic performance, as well as for equity and access to high-quality schools.*°

However, the report draws conclusions that have not been tested empirically, including that
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“hold harmless” and other policies protecting traditional public schools from revenue fluc-
tuations explain the higher expenditures sometimes found. For example, the report notes
that since many states have policies that at least partially exclude charter schools from lo-
cal funding, traditional public school districts should actually see an increase in per-pupil
funding. However, in citing one California study to support the claim that revenue increases,
the report ignores other key findings—including that public schools do experience financial
strain and spend less per pupil when charters open nearby. While it is true that policy pro-
tections for California’s traditional public schools led to less severe effects on revenue that
other states experienced, they nevertheless did experience some financial strain.

The report similarly fails to acknowledge other possible explanations for higher per-pupil
expenditures in districts facing charter competition. For example, charter schools tend to
enroll comparatively few students who are more costly to educate, such as those with special
needs or those who need aggressive academic support.'? The report claims that low-income
and minority students disproportionately attend charter schools, and that may be the case
on average. However, that does not mean that the most marginalized students, by income,
race, and disability, are exiting traditional public schools for charters. In fact, one article
the report cites without in-depth discussion finds that charter school presence is associated
with cost increases due to the greater shares of low-income students and students with dis-
abilities in traditional public schools. 3 These results are consistent with prior work indicat-
ing that charter schools favor students who require fewer resources.'* The report does not
mention these or other possible explanations for higher per-pupil cost, and instead it simply
concludes that states should time-limit supports for districts experiencing losing revenue.
No sound evidence for that recommendation appears in the report.

Furthermore, the report suggests school closures are a productive long-run response to en-
rollment declines. However, it fails to adequately consider the negative impacts of closure,
which is especially disruptive to marginalized students and communities. Studies show that
closure disproportionately impacts racially minoritized communities, particularly Black
communities,’ and has rippling effects on the middle-class workforce in those communities
(for example, the loss of Black teachers).*® Schools are a key neighborhood institution, and
communities mourn their loss."”

While closure is mentioned primarily as a beneficial financial outcome, a recommendation
that the preferences of students displaced by closure should be prioritized offers only faint
acknowledgement that other issues also result. New Orleans is cited as an example where
student preferences were prioritized in the lottery system, but the report offers no insights
about other resulting problems or how they might be solved. In citing New Orleans, the re-
port neglects to mention that most school districts do not, in fact, have a centralized system
allowing families to identify even their preferences. For example, Detroit has high shares
of charter schools and frequent school closures or takeovers, but it lacks a ranked choice
or common application system.’® A vague reference to prioritizing displaced families and
to nonprofit organizations offering information and assistance trivializes closures’ disrup-
tion. Other social and academic consequences, which might far outweigh a slight increase in
school district efficiency, must be taken into account.
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VII. Usefulness of the Report for Guidance
of Policy and Practice

The report is a useful starting point to explore critical and often understudied questions
about how charter schools influence not just student outcomes, but also district revenues
and efficiency. Changes in district expenditures could be an intermediate outcome or a
mechanism that explains how schools respond to competitive pressure and whether that
leads ultimately to positive or negative impacts on students ‘left behind’ in traditional pub-
lic schools. The report does make important distinctions between instructional and other
expenditures in districts, and rightly acknowledges that the effects of charter schools vary
widely depending upon local context, mechanisms, and state policies. However, because
claims and policy recommendations are not soundly supported by the evidence, and because
such important considerations as the impact of school closures are minimized, policymakers
will find no reliable guidance in the report.

http://nepc.colorado.edu/review/think-again




Notes and References

Bifulco, R. & Reback, R. (2014). Fiscal impacts of charter schools: Lessons from New York. Education Finance
and Policy, 9(1), 86-107.

Ladd, H.F. & Singleton, J.D. (2018). The fiscal externalities of charter schools: Evidence from North Carolina.
Education Finance and Policy, 15(1), 191-208.

Ladd, H.F. (2022, August). How charter schools undermine good education policymaking. Boulder, CO:
National Education Policy Center. Retrieved April 6, 2023, from https://nepc.colorado.edu/sites/default/
files/publications/PM%20Ladd_o.pdf

Lafer, G. (2018, May). Breaking point: The cost of charter schools for public school districts. In the Public
Interest. Retrieved April 18, 2023, from https://www.inthepublicinterest.org/wp-content/uploads/ITPI_
Breaking_Point_May2018FINAL.pdf

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Griffith, D. (2023, March). Think again: Do charter schools drain resources from traditional public schools?
Washington D.C.: Thomas B. Fordham Institute. Retrieved April 6, 2023, from https://fordhaminstitute.org/
national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools

Ladd, H.F. & Singleton, J.D. (2020). The fiscal externalities of charter schools: Evidence from North Carolina.
Education Finance and Policy, 15(1), 191-208. Retrieved April 6, 2023, from https://doi.org/10.1162/
edfp_a_o00272

Bagley, C. (2006). School choice and competition: A public-market in education revisited. Oxford Review of
Education, 32(3), 347-362. Retrieved April 6, 2023, from https://doi.org/10.1080/03054980600775656

Bulkley, K., Marsh, J.A., Mulfinger, L.S. (2021). State choice policy and levers affecting equity: Surveying
the landscape. National Center for Research on Education Access and Choice. Retrieved April 6, 2023, from
https://reachcentered.org/uploads/technicalreport/ REACH-Year-1-Qual-Tech-Report.pdf

Bulkley, K.E., Lu, A., Fernandez, K.M., & Gerry, A. (2023). Charter authorizing, applications, and the needs

http://nepc.colorado.edu/review/think-again 9 of 11



https://nepc.colorado.edu/sites/default/files/publications/PM%20Ladd_0.pdf
https://nepc.colorado.edu/sites/default/files/publications/PM%20Ladd_0.pdf
https://www.inthepublicinterest.org/wp-content/uploads/ITPI_Breaking_Point_May2018FINAL.pdf
https://www.inthepublicinterest.org/wp-content/uploads/ITPI_Breaking_Point_May2018FINAL.pdf
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://fordhaminstitute.org/national/research/think-again-do-charter-schools-drain-resources-traditional-public-schools
https://doi.org/10.1162/edfp_a_00272
https://doi.org/10.1162/edfp_a_00272
https://doi.org/10.1080/03054980600775656
https://reachcentered.org/uploads/technicalreport/REACH-Year-1-Qual-Tech-Report.pdf

of historically marginalized students: A cross state analysis. National Center for Research on Education
Access and Choice. Retrieved April 6, 2023, from https://reachcentered.org/uploads/technicalreport/REACH-
Bulkley-et-al-Charter-Authorizers-Applications-Tech-Report-2023-01-10.pdf

Jabbar, H. (2016). The visible hand: Markets, politics, and regulation in post-Katrina New Orleans. Harvard
Education Review, 86(1), 1-26. Retrieved April 6, 2023, from https://www.hepg.org/blog/the-visible-hand-
markets,-politics,-and-regulation

Levin, H. (2012). Some economic guidelines for design of a charter school district. Economics of Education
Review, 31(2), 331-343. Retrieved April 6, 2023, from http://dx.doi.org/10.1016/j.econedurev.2011.08.010

Bruno, P. (2019). Charter competition and district finances: Evidence from California. Journal of Education
Finance, 44(4), 361-384.

Bergman, P. & McFarlin, 1. (2018). Education for all? A nationwide audit study of schools of choice. National
Bureau of Economic Research. Retrieved April 19, 2023, from https://doi.org/10.3386/w25396

Jabbar, H. (2015). “Every kid is money”: Market competition and school leader strategies in New Orleans.
Educational Evaluation and Policy Analysis, 37(4), 638-659.

Kho, A., Zimmer, R., & McEachin, A. (2022). A descriptive analysis of cream skimming and pushout in choice
versus traditional public schools. Education Finance and Policy, 17(1), 160-187. Retrieved April 6, 2023, from
https://doi.org/10.1162/edfp_a_00333

Mommandi, W. & Welner, K. (2021). School’s choice: How charter schools control access and shape
enrollment. New York: Teachers College Press.

Buerger, C. & Bifulco,R. (2019). The effect of charter schools on districts’ student composition, costs, and
efficiency: The case of New York state. Economics of Education Review, 69, 61-72. Retrieved April 6, 2023,
from https://doi.org/10.1016/j.econedurev.2019.01.003

Bergman, P. & McFarlin, 1. (2018). Education for all? A nationwide audit study of schools of choice. National
Bureau of Economic Research. Retrieved April 19, 2023, from https://doi.org/10.3386/w25396

Jabbar, H. (2015). “Every kid is money”: Market competition and school leader strategies in New Orleans.
Educational Evaluation and Policy Analysis, 37(4), 638-659.

Kho, A., Zimmer, R., & McEachin, A. (2022). A descriptive analysis of cream skimming and pushout in choice
versus traditional public schools. Education Finance and Policy, 17(1), 160-187. Retrieved April 6, 2023, from
https://doi.org/10.1162/edfp_a_00333

Mommandi, W. & Welner, K. (2021). School’s choice: How charter schools control access and shape
enrollment. New York: Teachers College Press.

Brummet Q. (2014). The effect of school closings on student achievement. Journal of Public Economics, 119,
108-124. Retrieved April 6, 2023, from https://doi.org/10.1016/j.jpubeco.2014.06.010

Diem S. & Welton A.D. (2017). Disrupting spaces for education policymaking and activism. In Mending walls:
Historical, socio-political, economic, and geographic perspectives (pp. 219-238). Information Age Publishing.
Engberg J., Gill B., Zamarro G., & Zimmer R. (2012). Closing schools in a shrinking district: Do student
outcomes depend on which schools are closed? Journal of Urban Economics, 71, 189-203. Retrieved April 6,
2023, from https://doi.org/10.1016/j.jue.2011.10.001

Green, T.L., Sanchez J.D., Castro, A.J. (2019). Closed schools, open markets: A hot spot spatial analysis of
school closures and charter openings in Detroit. AERA Open, 5(2), 1-14. Retrieved April 6, 2023, from https://
doi.org/10.1177/2332858419850097

Lee J. & Lubienski C. (2017). The impact of school closures on equity of access in Chicago. Education and

http://nepc.colorado.edu/review/think-again 10 of 11



https://reachcentered.org/uploads/technicalreport/REACH-Bulkley-et-al-Charter-Authorizers-Applications-Tech-Report-2023-01-10.pdf
https://reachcentered.org/uploads/technicalreport/REACH-Bulkley-et-al-Charter-Authorizers-Applications-Tech-Report-2023-01-10.pdf
https://www.hepg.org/blog/the-visible-hand-markets,-politics,-and-regulation
https://www.hepg.org/blog/the-visible-hand-markets,-politics,-and-regulation
http://dx.doi.org/10.1016/j.econedurev.2011.08.010
https://doi.org/10.3386/w25396
https://doi.org/10.1162/edfp_a_00333
https://doi.org/10.1016/j.econedurev.2019.01.003
https://doi.org/10.3386/w25396
https://doi.org/10.1162/edfp_a_00333
https://doi.org/10.1016/j.jpubeco.2014.06.010
https://doi.org/10.1016/j.jue.2011.10.001
https://doi.org/10.1177/2332858419850097
https://doi.org/10.1177/2332858419850097

Urban Society, 49(1), 53-80. Retrieved April 6, 2023, from http://dx.doi.org/10.1177/0013124516630601

Richards, M.P., Stroub, K.J., & Guthery, S. (2020). The effect of school closures on teacher labor
market outcomes: Evidence from Texas. AERA Open, 6(2) Retrieved April 19, 2023, from https://doi.
org/10.1177/2332858420922837

White, T.C. (2016). Teach For America’s paradoxical diversity initiative: Race, policy, and Black teacher
displacement in urban schools. Education Policy Analysis Archives, 24, 16-16.

Ewing, E.L. (2018). Ghosts in the schoolyard: Racism and school closings on Chicago’s south side. University
of Chicago Press.

Green, TL. (2017). “We felt they took the heart out of the community”: Examining a community-based
response to urban school closure. Education Policy Analysis Archives, 25(21), 1-27. Retrieved April 6, 2023,
from https://doi.org/10.14507/epaa.25.2549

Kang, L. (2023). Urban education reform in wicked times: The limits and possibilities of building civic
capacity in Detroit. Education Policy Analysis Archives, 31(25). Retrieved April 6, 2023, from https://doi.
org/10.14507/epaa.31.7166

Lenhoff, S.W., Lewis, J.M., Pogodzinski, B., & Jones, R.D. (2019). ‘Triage, transition, and transformation’:
Advocacy discourse in urban school reform. Education Policy Analysis Archives, 27(32). Retrieved April 6,
2023, from https://doi.org/10.14507/epaa.27.4230

http://nepc.colorado.edu/review/think-again 11 of 11



http://dx.doi.org/10.1177/0013124516630601
https://doi.org/10.1177/2332858420922837
https://doi.org/10.1177/2332858420922837
https://doi.org/10.14507/epaa.25.2549
https://doi.org/10.14507/epaa.31.7166
https://doi.org/10.14507/epaa.31.7166
https://doi.org/10.14507/epaa.27.4230



