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guarantee” would ensure that the public schools have

an opportunity to be competitive with private schools.

This intended boost in school spending may make
Prop. 38 more attractive in the minds of some voters.
But this provision does depart from voter sentiment on
another earlier initiative: Prop. 98, approved by the
voters in 1988, guarantees that a minimum percent of
the state’s budget be allocated for education, depend-
ing on enrollment growth and the state’s economic
health. In addition, Prop. 38 has been controversial in
wrapping two big policy ideas into the same ballot
initiative, seeking to create a statewide voucher pro-
gram and simultaneously raise school spending.

In moving away from the Prop. 98 financing guaran-
tee, state support would no longer be protected for
child-care and preschool programs, as well as special
education schools. These parts of the state budget now
count in meeting the Prop. 98 funding guarantee.
They no longer will if Prop. 38 is approved and there-
fore would become more susceptible to budgetary cuts
during economic downturns.
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Which families would likely benefit from the
voucher program envisioned in Prop. 387

Many parents already exercise school choice in
California and nationwide. We know that two groups
of families are taking advantage of a widening array of
public and private school options. One group is largely
comprised of affluent families who send their children
to private schools; about 10 percent of all students
nationwide are enrolled in private schools, a proportion
that has changed little over the past half-century. A
similar share of California students attend a private
school. It is the parents of these children—including
affluent and working-class families—that would
immediately benefit from the $2.6 to $3.3 billion
payout for vouchers required by Prop. 38.

The second group consists of public school parents
from across the economic spectrum who move their
youngsters into magnet schools, charter schools, or
participate in cross-town transfer programs. Another

15 percent of the nation’s students, in the fall of 1999,
were no longer enrolled at their neighborhood school,
instead attending a public school of choice. In total,
one quarter of America’s students no longer attend their

neighborhood school.”

Learning from other states. Existing school-choice
programs, both in California and in other states, offer
two different scenarios when it comes to forecasting
the kinds of families that would eagerly, and with the
most resources, be able to participate in a statewide
voucher program.

The first story pertains to states that have enacted
largely unregulated choice programs, allowing parents
to leave their home school district and enroll their child
anywhere in the state. The student’s funding allocation
from the state capital follows the transferring student.
In Massachusetts, for instance, about 7,000 families
now pull their child out of their home school district
and move the youngster to another district. The vast
majority of participating parents is white, most of
whom leave racially integrated schools and head for
better-off, more racially homogenous schools. The state
support that went to the child’s old school, often
located in a poorer district, now moves with the
youngster to a school located in a more affluent district.

Some have termed this effect, “Robin Hood in reverse.”?
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It’s likely that many lower-income families would also
apply for a voucher if Prop. 38 were approved, given
polling data that reveals climbing parental support for
choice programs in poor communities. But even
among these families it’s the better educated parents,
who express strong commitments to their kids’ school-
ing, that most often take advantage of unregulated
voucher programs. It’s likely that the most disadvan-
taged children—those from low-income families with
minimally educated parents—would be the ones left
behind in mediocre public schools.

How will Prop. 38 affect school spending—and
the taxpayers?

Substantial fiscal effects are certain if the voters
approve Prop. 38. In the medium-term taxpayers
would dramatically boost support of parents who
already enroll their children in private schools. In the
long-run Prop. 38 could have sizable implications for
how California’s public and private schools are financed.

The size and magnitude of these fiscal effects, however,
are difficult to pinpoint, since they depend on a
number of forces that are tough to forecast: (1) The
state legislature’s reaction to the new funding system
contained in Prop. 38, (2) the number of private
schools that choose to participate and willingly face a
more diverse range of children, (3) the capacity of
private and religiously affiliated schools to substantially
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expand their enrollments, and (4) the extent to which
parents actually switch their child from a public to a
private school.

Depending on how these factors play out, the initiative
could either save taxpayers billions of dollars each year,
or cost billions more in public support. Two provisions
of Prop. 38 would drive these sharp fiscal effects. If the
pegging of school funding to the national level of per-
pupil spending kicks-in, this would force large in-
creases in state appropriations, especially if this average
keeps rising as state governments compete to move up
in their ranking. In addition, the mechanism for
funding parental vouchers may benefit or draw down
even more dollars from the state treasury, beyond the
automatic payout of at least $2.6 billion to families
with children already enrolled in private schools.

The effect of pegging state school spending to the national
average. California taxpayers currently spend about
$6,313 for every pupil enrolled in the public schools.
This level is almost $450 below the national average.®
Prop. 38 would likely establish a new funding guaran-
tee that would be pegged to the average per-pupil
spending level, that is, averaged across all 50 states
(according to a new method of calculation).” The
legislature could approve this shift by a majority vote,
or it would kick-in whenever the state’s school funding
level reaches the national average. Anticipated funding
gains under Prop. 38 could benefit all public schools.
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TABLE 2: Long term public cost under alternative pupil transfer rates*

Percentage of No. of pupils Savings from Cost for
public school pupils transfers existing private
who transfer school pupils
1% 60,000 $240 million $2.6 billion $2.4 billion
3% 180,000 $720 million $2.6 billion $1.9 billion
5% 300,000 $1.2 billion $2.6 billion $1.4 billion
10% 600,000 $2.4 billion $2.6 billion $200 million

* Projections are based on year 2000 dollars. Adjustments for inflation have not been made. These estimates are below LAO

forecasts which do adjust for inflation and rising school spending.

population.'" Prop. 38 requires that four years out, by
the 2004-2005 school year, all current and new private
school students must receive a voucher. If we conserva-
tively assume a constant voucher amount of $4,000 and
a constant level of private school enrollment at 650,000
children, the additional cost—without expanding
school choice to any additional families—would equal

the low estimate of $2.6 billion not adjusting for
inflation. (Table 1).

Note that the PACE estimate of $2.6 billion is conser-
vative, relative to the LAO’s cost figure of $3.3 billion.
We have chosen not to forecast inflation rates or the
rising voucher cost, as state education spending likely
rises over the next four years.

What parents would directly benefit from this voucher
payour? This $2.6 to $3.3 billion allocation would
disproportionately go to affluent families with children
in private schools. Clearly some working-class parents
enroll their children in low-cost parochial schools. But
three times as many upper-income families sent their
kids to private school as did lower-income families
nationwide in 1999.

Could the state save money under Prop. 387 Savings to
the state and taxpayers could be realized if, and only if,
a large number of additional public school students
transfer to private schools. The number of students
who transfer to private schools will depend on the
future capacity of these schools to expand and their
willingness to serve more diverse students. If we take
the LAO’s estimate that total per-pupil fiunding already

4 PACE

equals about $8,000, using the Prop. 38 mandated
estimation method, the state would save about $4,000,
simply the difference between $8,000 and the voucher
amount for every child who exits public schools for a
private school.'* The state would no longer reimburse
local schools for children who exit and move to private
schools. Table 2 provides conservative estimates of net
costs to the state under different rates of student
transfer from public to private schools, and after full
implementation of the voucher program.

The estimated net fiscal impact on the state budger. 1t
300,000 new private school spaces are created—a 50
percent increase over current enrollments in private
schools—the state would still incur a net cost of $1.4
billion in the fourth year and each year thereafter.

To place in context the magnitude and cost of this
degree of private school expansion, let’s consider the
class-size reduction (CSR) program begun by Gover-
nor Pete Wilson in 1996. This is the single most
expensive school reform program ever implemented in
the state, costing on average $1.4 billion per year. CSR
serves 1.9 million students annually. In contrast, it
would cost as much each year to serve just half as
many students under the voucher program envisioned

in Prop. 38.

Current constraints on private school capacity. The
California Catholic Conference recently surveyed
private schools throughout the state and found that
32,000 vacant spaces currently exist.”® This estimate is
consistent with a study conducted in 1993, preceding
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factors, including the lack of a true control group, have
made it difficult to judge in terms of achievement
change among participating children.

New findings have recently emerged from better
structured experiments in which the families that apply
are randomly selected, through a lottery, to receive a
voucher. Many of these parents then switch their child
from a public to a private school. Research teams then
follow both the voucher recipients and a control group
of children who remain enrolled at their neighborhood

public school.

This experimental design—used in other scientific
arenas, from assessing Head Start programs to evaluat-
ing the effectiveness of new drugs—has been rigor-
ously applied to these young voucher experiments by a
Harvard-led research team. Importantly, the method
avoids the so-called selection bias that occurs in non-
random evaluation designs. When vouchers are not
awarded randomly through a lottery, it’s difficult to
disentangle the causes that underlay achievement
differences between children who enter private school
versus those who did not win a voucher and remain in
the public schools. Without a selection lottery (or
random assignment to an experimental or control
group) any achievement gain observed among voucher
winners can be falsely attributed to the private school,
when the achievement advantage actually stems from
home practices or characteristics of parents who
eagerly pursue the voucher option.

Experimental designs do 7oz solve the problem that the
self-selected parents who apply for voucher usually
differ from parents who don’t apply. In some cases, the
experimental group can become biased, as parents who
win vouchers choose to not use them and keep their
kids in public schools. This is precisely what happened
in the Washington D.C. program where fully 47 percent
of the parents awarded a voucher declined to collect it.
This makes it difficult to generalize findings from a
small citywide program to the achievement effects that
may result from a large-scale statewide program.

Dayton, Ohio. First-year findings from Dayton’s
voucher program revealed a mixed picture as to
whether voucher students, moving from public to
private schools (the experimental group), outperformed
their peers who remained in the public schools (the
control group).

4 PACE

In 1998, a private organization offered vouchers,
capped at $1,200 in the first year, to 515 students
from kindergarten to grade 12, who were enrolled in
the public schools, as well as 250 students who were
already enrolled in private schools. The program was
targeted at low-income families; the median participat-
ing parent earned between $11,000 and $25,000
annually. This experiment is similar to privately-
funded programs being undertaken in Los Angeles and
San Francisco.

About half of all parents whose child was randomly
allocated a voucher declined to use it, instead keeping
their child in a public school. Those who did not use
their voucher differed systematically from those who
did. While all eligible applicants were parents with low
incomes, those who won a voucher and switched their
child to a private school were a bit poorer economi-
cally, but the mothers were better educated and more
likely to be white, compared to the lottery winners
who chose not to use their voucher.

“Black children who won a voucher
and did switch to a private
school...scored 7 points higher in
math and 5 points higher in reading.”

Ten percent or less of the parents who applied for the
program had children with a learning disability. Just
one percent had a child with limited English profi-
ciency. Two-thirds of those children who did use their
voucher and shift to a private school were African
American; almost all the remaining third were non-
Latino whites.

Researchers based at Harvard and the University of
Wisconsin, including professors Paul Peterson and
William Howell, tracked voucher winners and
applicants who did not receive a voucher over the
subsequent two years."” Sticking to first-year results,
positive achievement effects were observed for those
black children who won a voucher and did switch to a
private school. These youngsters scored 7 percentile
points higher in math on a standardized test, compared



to the control group, and about 5 percentile points
higher in reading. The latter difference was not
statistically significant (Figure 1).

The observed math gains must be interpreted carefully,
since the researchers did not control for any family-
background characteristics. This statistical procedure is
important, since the experimental group may have
been biased as some of the most disadvantaged
voucher winners did not switch to a private school, and
therefore were excluded from the experimental group
(possibly boosting mean achievement level artificially).

The remaining one-third of the voucher students who
were not African American displayed no significant
change in their achievement levels in the first year.

Washington D.C. A second privately financed voucher
experiment began in the District of Columbia in 1997,
aimed at elementary and middle-school students from
low-income families. In the first year of operation the
Harvard team followed 1,052 students, split evenly
between voucher winners attending private schools and
a control group of applicants who did not obtain a
voucher in the lottery and remained in the public
schools. The evaluation was weakened by the fact that
over one-third of the students did not participate in the
second-year testing to gauge their growth.'®

Among the two-thirds of all voucher participants who
were tested, the voucher winners who attended private
elementary schools did outperform their control-group
peers by 6 percentile points in math and 3 points in

FIGURE 1 Achievement Change? Vouchers vs. State-led Accountability Initiatives
EXDI‘ESSEd as one-year percentile difference on standardized test scores

ONE YEAR VOUCHER EFFECTS

ONE YEAR STATE REFORM EFFECTS

Percentile difference

i Math D Reading

-10
OHIO* D.C*

CALIFORNIA+ N. CAROLINA+  TEXAS+

whites blacks grade 2-5 grade 6-8 grade 2-6 grade 4-8 grade 4-8

*Ohio findings are from the Dayton voucher experiment. Reading score changes for voucher students, for neither black nor
white students, are statistically significant. In the District of Columbia, the test-score change for reading among elementary
students is not significant. The decline in reading scores for middle-school students is statistically significant. In math, the
gain for the younger group is significant, but not for the older students.

+California, North Carolina, and Texas gains are linked to state-led accountability reforms. California data are average annual
gains, between 1999 and 2000, in SAT-9 results, pooling grades 2 through 6. Statewide gains for North Carolina and Texas
are average annual gains in math, 1990-96, pooling grades 4 and 8. These data are from the RAND Corporation’s recent
analysis of NAEP scores.
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reading. The latter difference, like in Dayton, was not
statistically significant. Scores actually fell for middle-
school students who participated in the voucher
program, by 2 points in math and 8 points in reading
compared to the control group.

As with the Dayton analysis, the researchers failed to
control for prior family characteristics. This step is
important in that fully 47 percent of parents who won
vouchers in the lottery chose not to participate, instead
keeping their child in a public school. As mentioned
above, the D.C. parents who declined to use their
voucher were even poorer economically, less well
educated, and more likely to be looking for work,
relative to the voucher winners who did switch their
child to a private school. This may artificially bump-up
average student achievement among children who
remain in the experimental group, even before they
enter a private school, relative to the control group
which does not experience this “contamination” of the
student sample.

New York City. A similar evaluation, led by Professor
Peterson and Mathematica Policy Research, is being
conducted of the privately financed New York City
voucher program, involving 2,000 elementary school
students also chosen through a lottery process. The
first year results showed that reading and math scores
were up 2 to 7 percentile points for voucher winners,
most of whom enrolled in religiously affiliated schools,
compared to the control group."”

The researchers also examined how public and private
schools differed, revealing that the parochial schools
attended by the voucher recipients had smaller classes,
enrolled fewer students in total, and were staffed by a
more stable set of teachers. Like the Dayton and D.C.
programs, the New York program is targeted at low-
income parents. Yet those who applied for vouchers
were better educated, more often Anglo, and more
frequently members of two-parent households, com-
pared with New York City families overall.

This raises the question of whether the achievement
effects observed—relative to kids who remain behind
in public schools—can be generalized to a statewide
voucher program, like the one proposed under Prop.
38. Thus far the voucher experiments are small.
Parents self-select into the pool of applicants. And
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students entering the applicant pool are not representa-
tive of all public school children in these cities. Parents
who apply may be less likely to have children with
learning disabilities or behavioral problems; they also
may do more to ensure that their children do well in
school than the average urban family.

Are these one-year achievement gains for African Ameri-
can children big or small? Prop. 38 prompts this
important question. California’s public schools are
currently responding to a range of reforms advanced by
the governor and the legislature, including substantial
reductions in class size, a new high school exit exami-
nation, clearer curricular standards, an evolving
statewide testing program, merit bonuses for schools
that are successfully raising achievement, and district-
led efforts to reduce the social promotion of students.

“Effects from voucher experiments
are comparable in magnitude to one
year achievement gains seen in states
with strong accountability reforms.”

Recent evidence shows that similar state-led reform
strategies—aimed at stronger accountability and
targeted infusions of new resources for local schools—
are yielding significant results in terms of rising
achievement. How do these results compare to the
magnitude of achievement gains for black children
seen in the first year of citywide voucher experiments?
Figure 1 illustrates this comparison, displaying the
first-year achievement advantages felt by voucher
students in Dayton and D.C. (expressed as percentile
point differences relative to the control groups), against
one-year gains observed statewide in recent years for
students in California, North Carolina, and Texas.

We see that the effects stemming from these
citywide voucher experiments are comparable to the
average one-year gains observed in these three states,
all with at least fairly strong state-led reforms. The
Year 1 voucher findings are stronger for blacks, but
also less consistent, relative to the statewide effects
observed in the three states. Gains in both sets of



FIGURE 2 Accumulating Achievement Effects for Voucher Students in Year 2
Change in voucher students' Year 2 percentile ranking, relative to the control group, net of Year 1 change
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The display compares the relative advantage of voucher users in Year 2 after subtracting off the change realized in Year 1
compared to the control group. For D.C. children, only elementary student scores are reported. Data are calculated from
Tables 2A, 2B, and 2C in Howell, Wolf, Peterson, and Campbell (2000).

cases are more distinct for math achievement,
relative to the stickier mean scores in reading.

Do children in voucher programs continue to outperform
their peers in public schools over time? The short answer:
Yes... but voucher students essentially hold on to the
achievement advantage that was attained in the first
year. That is, the learning curves of black students
attending private schools remain higher in Year 2, yet
they are flattening-out, relative to their peers in the
public schools. It is common for school reforms to
pack a significant and encouraging punch initially,
then achievement levels tend to level-off or even
regress back to their earlier level.

The Harvard-based team released important Year 2
findings in August 2000, for those children who
continued in their private schools.”® The findings
remain encouraging for African American children in
Dayton, New York City, and D.C. However, no
significant achievement advantages were detected in

Year 2 for Latino or white children. And for blacks,
after the initial Year 1 bump-up, further gains in Year
2, again relative to their respective control group, were
quite modest in general.

The researchers combined the student samples across
the cities to estimate mean achievement differences
between voucher recipients and control groups. The
meaning of these aggregate “averages” is not clear, since
city-specific effects varied widely and response rates
among children who participated in Year 2 testing
were uneven, ranging from 66 percent in New York
City to just 48 percent in D.C. In any event, the
average Year 2 benefit for the experimental (voucher)
group was estimated at 6.2 percentile points in math
for African American children and 6.3 percentile

points in reading.

How much of this gain for children switching to
private schools was felt in the first year, relative to the
second year? Let’s first take the findings from Dayton.

PACE 4



In Year 1 the Harvard team’s latest report shows that
blacks who moved to private schools performed 0.4
percentile points higher in math and 6.1 points higher
in reading, compared to the control group. In Year 2
the advantage felt by the voucher students grew to a
5.3 percentile point difference in math, a 4.9 point
gain from the Year 1 advantage, relative to the control
group. In reading the achievement advantage for black
voucher students inched upward to 7.6 points, a slight
gain of just 1.5 percentile points from Year 1. This
suggests that the math learning curves of black chil-
dren who remained enrolled in a private school were
still accelerating in Year 2, relative to the control
group. But the advantage in reading had flattened-out
considerably by Year 2. These changes in the percentile
ranking of the voucher students relative to the control
group (+4.9 in math and +1.5 in reading) are illus-
trated by the first pair of vertical bars in Figure 2.

The only major gain between Year 1 and Year 2 is for
reading performance among black elementary students
in D.C. In Year 1 these youngsters who did switch
from a private school with voucher in hand scored 5.1
percentile points below the control group. In Year 2,
however, they bounced back, scoring 8.6 points above
the control group. We don't know how much of this
change is due to the declining share of students who
appeared for the standardized test between years 1 and
2, the unintended loss of more disadvantaged families
from the experimental group, or special remediation
given to these youngsters over the two-year period
(which could be attributed to the private schools).

In general, Figure 2 shows that the achievement
advantages observed in Year 1 tended to flatten-out in
Year 2. This analysis is not intended to minimize the
importance of the initial Year 1 gains for those African
American children who switched to private schools. It
does suggest that these gains may not accumulate over
time. The good news is that the advantage is sustained
for black children. The bad news is that it does not
appear to be growing the longer these youngsters
remain in private schools.

State reformers should learn from these voucher evalua-
tions. We must emphasize that the reformers working
in Sacramento do not know whether state-led account-
ability reforms yield sustainable gains over time for
specific cohorts of children. This is the crucial question
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that the Harvard-led team and other researchers are
attempting to answer. California students over the past
three years have shown considerably stronger achieve-
ment in math and, at a lower rate of improvement, in
reading. This good news has come mainly for young-
sters in elementary school. Yet California has no
present ability to track samples of individual students
to see whether these improvements in learning continue
to advance year by year, or whether they are specific to
certain grade levels and then dissipate over time.

The Harvard team is contributing a method by which
this important question can be answered, and then
compared to the results of alternative reforms, like
vouchers or charter schools. Leaders of the public
system should seriously try to learn from these stronger
methods in assessing the long-term effectiveness of
state-led reforms.

Earlier Milwaukee research. Wisconsin was the first
state to create a publicly funded voucher program,
which began in the 1990-91 school year.”” Milwaukee
parents originally could apply to receive a voucher-
financed slot in just one of seven nonsectarian private
schools. Each participating school received an amount
equal to per-pupil financing in the public system.
During the first year, 341 parents won voucher slots in
these schools. Voucher enrollments rose to just under
1,000 children in 1993-94. In 1995, the state legisla-
ture made parochial schools eligible for the first time, an
expansion upheld by the U.S. Supreme Court in 1998.

“Achievement advantages observed in
Year 1 of the voucher experiments
tend to flatten-out in Year 2."

The Milwaukee program remains carefully targeted to
benefit low-income families. Eligible parents can earn
no more than 1.75 times the federal poverty level.
About three-fourths of all participating parents are
African American; 18 percent are Latino.

The problem with the Milwaukee program is that it
was never designed as an experiment like the privately
funded programs reviewed above. Princeton economist
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respondents backed the former position, while just 22
percent preferred the voucher alternative.”

The August 2000 Field poll found that 49 percent of
all those surveyed opposed Prop. 38, while 36 percent
supported the initiative. The remaining portion of
those interviewed, 15 percent, remained undecided. In
a revealing finding, however, parents with school-age
children were split evenly, half favored and half
opposed Prop. 38.%

In summary, how should voters weigh the
promises and perils of Prop. 38?

School vouchers and wider access to private schools,
without a doubt, offer fresh hope for many families.
It’s not only the kids of affluent parents who attend
private schools; some children of blue-collar and lower-
income families eagerly seek seats at Catholic and
other low-tuition private schools. Whether urban
public schools can rebound to effectively serve these
kids, within our lifetimes, and whether rates of child
poverty can be reduced in our cities to advance early
learning, remain open questions. In this context, the
impatience of urban and suburban parents over the
mediocre quality of their local schools, and growing
support among Latino and black families for strong
remedies like vouchers, should not be surprising.

On November 7th the state’s voters will speak on
whether they believe Prop. 38 is a reasonable remedy
for the ills facing the public schools. In summary, we
urge voters and parents, as they reach their own
decisions, to focus on the following questions:

B Would Prop. 38 create a statewide voucher program
that would equitably serve the children who most need
higher quality schools? The initiative would certainly
provide a voucher worth at least $4,000 to many
middle-class and lower-income parents who don't earn
enough to pay private school tuition. Yet Prop. 38
lacks the targeting provisions, focusing public dollars
on disadvantaged families, which are contained in the
citywide experiments presently underway.

W Should $2.6 to $3.3 billion in additional tax dollars
be allocated to parents who already are sending their
children to private schools? Much of this payout would
be to affluent families, essentially tax relief for the well
off. A portion, however, would go to middle-income

4 PACE

and working-class families who now send their young-
sters to low-cost Catholic and other private schools.

B Are vouchers—encouraging children to leave public
schools and enter private schools—the best policy strategy
for improving public education? Despite the method-
ological soft spots in the evaluations of voucher
experiments, it does appear that children with parents
who eagerly pursue vouchers and move their youngsters to
private schools are learning at higher rates, compared to
similar children who remain in uneven public schools.
The unanswered questions: Would these achievement
gains be realized by a far wider cross-section of chil-
dren under a statewide voucher plan? Is this a likely
way to raise achievement for the vast majority of kids
who would remain in urban and suburban public
schools?

B How willing are you to gamble with the state budget,
betting that private schools can expand their capacity to
serve hundreds of thousands of additional children? 1t
private and parochial schools could gain sufficient
revenue from the $4,000 vouchers to acquire more
urban space and build more classrooms—and hire
thousands of additional teachers—then many more
student slots would be created for voucher partici-
pants. But if the incentive value of the voucher is
insufficient for a robust “supply response,” then
taxpayers will face a total voucher bill that could well
exceed $3 billion each year.
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