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1. The Supply of
Charter Schools

Caroline M. Hoxby

Over the past decade, the numbers of charter schools and charter
school students have grown rapidly in the U.S. In the 2005-06
school year, 3,625 charter schools were in operation. Yet, just
thirteen years earlier, in the 1992-93 school year, just a single
charter school operated. In 2003-04, which is the most recent
school year for which we have reliable enrollment statistics, char-
ter schools served 789,025 students, up from the mere handful
with which the lone school had started eleven years earlier. In
spite of all this growth, however, charter schools served only 1.6
percent of American public school students in the 2003-04
school year.

Thus, when someone asks whether charter schools are im-
portant, a reasonable person looking at the statistics might not
know what to say. In fact, the answer depends on whether the
supply of charter schools is elastic. That is, will the supply of
places in charter schools expand so long as there is demand for
them? Or, is the supply of places that currently exists just about
all we will ever see? Some commentators have speculated that
we will simply run out of suitable buildings for charter schools
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or, more importantly, run out of people who are interested in
teaching in them. Such speculations embody the idea that charter
schools are not an elastic part of normal American schooling, but
peculiar institutions that exist as experiments only.

If the supply of places is elastic, then charter schools may well
be an important part of the future of American education—a rel-
evant schooling option for many families and a force with which
regular public schools will have to reckon. If the supply is inelas-
tic, then charter schools may end up being just another special
case that warrants explanatory footnotes. Today, we tend to treat
homeschooling and alternative schools for dropout-prone youth
as special cases.

This study investigates whether the supply of charter schools
is elastic and what factors promote greater supply. It turns out
that differences in states’ charter school laws are the primary rea-
son why the supply of places for students in charter schools differs
across areas of the U.S. If a state’s law simultaneously allows char-
ter schools and creates an environment that is hostile to them,
few places for students are created in charter schools. In contrast,
the supply of charter school places is much greater in states whose
laws create an even playing field between charter schools and
regular public schools. The evidence presented in this study sug-
gests that the key elements of an even playing field are funding
that is commensurate with that of the local regular public schools,
fiscal autonomy, and operational autonomy at start-up. The evi-
dence also indicates that teachers’ unions create an environment
that is hostile to charter schools. At one level, these findings
should hardly come as a surprise. At another level, proponents of
charter schools have often been forced into political compromises
wherein they see a law enacted that provides charter schools with
highly unequal funding and little autonomy. The results pre-
sented in this study suggest that they may be “giving up the baby
with the bath water.”
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Any study of supply must account properly for the factors
that influence demand. This is because the number of charter
school places we observe is the result of the interaction between
supply and demand. Thus, as a bonus of sorts, this study presents
evidence on the factors that raise demand for charter schools.
Simple economics would lead us to expect that there will be
more demand for charter schools in areas where there are families
who do not otherwise get to exercise choice, either because one
or only a few public school districts monopolize the local “mar-
ket” or because they are too disadvantaged to exercise choice. The
latter case might exist, for example, where there is ample choice
among public school districts only for families who are able to
buy a house in the suburbs.

What One Needs to Know about
Charter School Growth

Minnesota was the first state to pass a charter school law, in 1991,
and by the 1992-93 school year, its one charter school was the
pioneer for the nation. Thereafter, other states enacted charter
school laws: California in 1992; Colorado, Georgia, Massachu-
setts, Michigan, New Mexico, and Wisconsin in 1993; and so on.
The entire range of legal enactment dates is shown in Table 1.1.
Within two years of enactment, the typical state began seeing
some charter schools open their doors to students and thereafter
saw relatively steady growth. We can see by examining Figure
1.1, which shows that, once begun, the growth in the number of
charter schools in the U.S. proceeded at a very steady rate. In-
deed, the line is nearly straight from 1997 to 2005, indicating a
stable rate of growth.

Nevertheless, the growth in charter schools was by no means
the same in every state that enacted a law. Mississippi’s law was
passed in 1997, yet the state still had only a single charter school
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Fig. 1.1 Number of Charter Schools in the United States

operating eight years later. At the other end of the spectrum,
Arizona enacted a law in 1994 and had 407 schools operating
eight years later. These and the numbers for all other states are
shown in Table 1.1. As of the 2005-06 school year, the states
with the largest share of their public schools set up as charter
schools were Arizona (21.4 percent), Hawaii (9.5 percent), Flor-
ida (9.0 percent), and Wisconsin (8.2 percent). The District of
Columbia is something of a special case because it contains a city
with no suburbs or rural areas: 31.3 percent of its schools are
charter schools.

As shown in Figure 1.2, national charter school enrollment
also grew at a very steady pace from 1997 onwards. The line
shown on the figure is nearly straight, indicating stable growth.
(The 1997-98 school year is the first for which we have reason-
ably reliable charter school enrollment data. Before that time,
states were inconsistent about classifying schools as charter
schools.) The growth in enrollment was by no means similar in
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Fig. 1.2 Charter School Students in the United States

each state, however. Table 1.2 shows that Kansas, for instance,
passed a charter school law in 1994 and yet had only 0.3 percent
of its students enrolled in charter schools in the 2003-04 school
year. Arizona also passed its law in 1994 but had 8.0 percent of
its students in charter schools by 2003-04. In the District of Co-
lumbia, 16.6 percent of students attend charter schools. All states’
enrollment histories are shown in Table 1.2.

The steady national growth rates in the number of charter
schools and charter school students disguise very substantial var-
iation in growth rates among states. It could be differences in
demand that explains all this variation. Perhaps people in Missis-
sippi and Kansas simply do not want to attend charter schools,
regardless of how available they are. Perhaps people in Arizona,
Hawaii, Florida, Wisconsin, and the District of Columbia are
simply very eager to attend charter schools and will overcome
obstacles to do so. Differences in the environment for supply
could also, however, explain the variation in growth rates. The
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environment for charter schools in each state is determined by
the details of its law.

A Brief Survey of States’ Legal Environments

The environment that each state creates for its charter schools is
a function of the law that governs their start-up, operation, and
continuance. Most analysts of charter school laws look at a variety
of indicators but have one simple question in mind: is the state
putting the charter schools on an even playing field or is it crip-
pling their ability to thrive, no matter how good an education
they provide? Several sub-questions are crucial. Do charter
schools have sufficient funding? Is their funding at all commen-
surate with that of regular local public schools? The answers to
these questions matter because, regardless of how efficient and
economical they are, charter schools must hire teachers in com-
petition with regular public schools, they must lease or buy space
in a competitive real estate market, and they must pay utility bills
and the like. It may be particularly hard for a charter school to
succeed if teachers must take a substantial pay cut to work in it.
In addition, charter schools face the same safety, health, facilities,
and accountability standards that other public schools face, so it
is hard for them to provide, say, the same square feet per student
if they have only a small fraction of the budget to spend on a
physical plant.

Another important sub-question is whether a charter school
is fiscally autonomous. It is easiest to understand the importance
of fiscal autonomy by considering the concrete example of a char-
ter school that is succeeding in attracting great numbers of ap-
plicants who are drawn from the local public school district. If
the charter school is fiscally autonomous, it may be able to con-
tinue growing so long as it can expand its operation on whatever
its set per-pupil revenue is. If the school is not autonomous, how-
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ever, its budget is held by its local district and it must negotiate
for the budget’s release. A charter school that is “too” successful
may find itself in a tense conference with officials from the local
district, who may decide that they need to reduce the charter
school’s per-pupil revenue. The officials may even tell the school
that its success is evidence that it is getting too much revenue per
pupil. Clearly, a lack of fiscal autonomy can set off a negative
spiral in which success is punished by financial deprivation. In
such circumstances, charter schools may hesitate to expand for
fear of attracting attention and triggering financial austerity.

Operational autonomy is important as well. While all charter
schools are held accountable for their achievement and certain
outcomes, through their states’ accountability systems and the
federal No Child Left Behind act, not all charter schools have
equal ability to set their own curriculum, salaries, benefit sched-
ule, disciplinary standard, and other matters of management. The
first time that operational autonomy is an issue is at the school’s
start-up. If it lacks autonomy then, it may be forced to accept
operational methods that undermine its ability to succeed. For
instance, in some states, a charter school needs to prove that it
has local support for its start-up (not merely prove that it can
attract students and satisfy state standards). The approval of the
local district is often crucial, in practice, in demonstrating local
support. Yet, the local district may condition its approval on the
charter school’s not growing beyond a certain size, accepting
space in an unsuitable building, being strictly oriented toward at-
risk or dropout-prone students, participating in most or all of the
local district’'s purchasing and salary contracts, and so on. Once
the charter school has started up, continuing operational auton-
omy may be an issue.

Although a variety of authors and organizations have surveyed
states’ charter school laws, the analyses that are the most detailed
and consistent over time have been carried out by experts con-
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vened by the Center for Education Reform (2003, 2004) and the
Fordham Foundation (Palmer and Gau, 2003). This study em-
ploys the Center for Education Reform’s ratings simply because
they cover the most states. They are also easily interpretable and
widely known. It is important for a study of this type not to con-
struct its own ratings. It is desirable to have an arms-length re-
lationship between the researchers who rate laws that serve as
potential explanatory factors and the researcher who evaluates
the effects of laws on the supply of charter schools.

For the analysis that follows, which focuses on the most re-
cent enrollment data available (for the 2003-04 school year), the
2003 ratings are the most appropriate ones. Consequently, Table
1.3 shows the Center for Education Reform’s 2003 ratings of
states’ charter school laws. A score of five on an aspect of the law
means that the state puts the charter schools on an even playing
field on this particular dimension. A score of zero means that the
state puts the charter schools at a great disadvantage, relative to
the regular public schools, on this particular dimension. All as-
pects of the law listed in the table are defined with some precision
in the notes below the table. The definitions are from the Center
for Education Reform. The variables that correspond most closely
to the issues of funding and autonomy already discussed are listed
toward the left-hand side of the table.

Consider fiscal autonomy. Arizona, Delaware, Florida, Indi-
ana, Massachusetts, Michigan, Minnesota, and New Jersey all re-
ceive scores of five, indicating that their charter schools’ budgets
cannot be held hostage by their local districts. In Arkansas, Iowa,
Kansas, Maryland, Mississippi, New Hampshire, and Virginia, the
law gets a rating of zero because a local district can hold up a
charter school’s budget with relative ease.

Consider whether charter schools are guaranteed full or rel-
atively full per pupil funding. The District of Columbia, Florida,
Massachusetts, Michigan, and North Carolina all get scores of
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four and a half or above. Their charter schools can afford salaries
and supplies similar to those of regular public schools—though
some caution is necessary here because charter schools are often
left out of state mechanisms that subsidize the purchase or lease
of buildings and other capital. Towa, Kansas, Mississippi, New
Hampshire, Utah, and Virginia all get scores below one, which
suggests that their charter schools are severely revenue-deprived
compared to the regular public schools with which they compete.

Readers can examine the remaining columns of the table for
themselves. It is important to note that the ratings of various
aspects of a state’s law tends to be correlated with one another.
In other words, states that give charter schools fiscal autonomy
also tend to give them fuller funding, more operational auton-
omy, exemptions from local collective bargaining agreements,
more ability to expand, and so on. This correlation poses some-
thing of a problem: it will prove hard to tell whether it is really
fiscal autonomy or, say, exemptions from local collective bargain-
ing agreements that matter if the two aspects of the law tend to
be both favorable or both unfavorable. In fact, in the analysis that
follows, it is not possible to assign separate credit to each of the
ten aspects of the laws recorded by the Center for Education
Reform. Instead, the analysis focuses on just the first four aspects
listed—this is the maximum that can be used while maintaining
reasonably straightforward interpretation.

Some Pointers on the Analysis that Follows

The data used in the analysis below include the Center for Ed-
ucation Reform’s ratings, shown in Table 1.3; the number of char-
ter schools and charter school students in 2003-04, summarized
in Tables 1.1 and 1.2 derived from the Common Core of Data
(U.S. Department of Education, 1999 through 2005), two U.S.
Department of Education Reports (1999, 2000), and Center for
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Education Reform reports (2003, 2004, 2005). In addition, the
data include characteristics of each county in the U.S., derived
from U.S. Department of Education (2003). The characteristics
selected are those that are likely to affect the demand for charter
schools, and they are further described in the Data Appendix.

In the analysis that follows, a regression is used to show how
supply and demand factors explain the variation among counties
in the number of their students who are enrolled in charter
schools. Regression is a statistical technique that separates the
variation in an outcome—in this case, the number of students in
charter schools—into parts associated with the variation in mul-
tiple explanatory factors. Another regression is used to show how
the same factors explain the variation among counties in the num-
ber of charter schools operating.

The analysis is conducted at the county level because, within
a state, counties differ greatly in their characteristics, especially
the conditions likely to affect demand for charter schools. For
instance, only one county might offer families a lot of school
choice within the regular public sector. Another county might
offer them none. Readers who are interested in statistical details
may wish to know that the standard errors are robust and clus-
tered at the level of the state, owing to the fact that charter school
laws vary only at that level.

Explaining the Number of Students
Enrolled in Charter Schools

Table 1.4 shows the main results of this study. The factors that
affect the number of charter school students in a county are di-
vided into those that mainly affect the supply of charter schools,
those that mainly affect the demand for charter schools, and those
that affect both supply and demand. The division into these
groups is only approximate. Aspects of the state’s charter school
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Table 1.4 Determinants of the Number of Charter School Students
Dependent Variable: In(Number of Charter School Students in a County)

Including
Teachers’
Main Results Unionization

Factors that Mainly Affect Charter School Supply

In(Charter School Revenue Per Pupil, in thousands) 0.42 0.38
Years Since Charter Law Passed 0.58 0.75
Fiscal Autonomy (1-5 scale) 0.81 1.80
Autonomy at Start-Up (1-5 Scale) 0.4 —0.10
Legal/Operational Autonomy (1-5 scale) -1.30 -1.39
Guaranteed Full Per-Pupil Funding (1-5 scale) 0.22 0.02
Share of Teachers Who Are Union Members (0-1 scale) -1.13
Factors that Mainly Affect the Demand for Charter Schools
In(black students in county) 0.40 0.53
In(Hispanic and other race students in county) —-0.25 —0.26
In(White students in county) 0.57 0.58
In(Asian students in county) -0.19 —-0.14
In(households with income less than $30,000) 0.44 0.39
In(magnet school students in county) —0.04 —0.07
Index of Choice among Public School Districts (0-1 scale) -1.08 —-1.44
In(special education students in county) 0.39 0.43
In(English language learners in county) 0.09 0.06
Factors that Affect Both Supply and Demand
large city -0.01 -0.01
mid-sized city —0.01 —0.05
urban fringe of a large city -0.30 -0.33
urban fringe of a mid-sized city -0.32 -0.34
large town -0.12 —0.14
small town —0.09 -0.10
rural but inside metropolitan statistical area —0.06 -0.11
rural and outside metropolitan statistical area 0.08 0.05
constant -11.63 -13.70

Notes: The table shows estimates from linear regressions. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage change effect of the explanatory variable.
If the explanatory variable is also in natural log units, then one may interpret the coefficient as the
percentage change effect of a percentage change effect in the explanatory variable. For instance, the
first coefficient shown indicates that if there a 100 percent change in the per-pupil revenue of charter
schools, the number of charter school students would rise by 0.42 or 42 percent. To take another
example, with each year after the passage of a charter school law, enroliment grows by 0.58 or 58
percent. (Remember that charter school enrollment usually starts from a tiny base.) A coefficient that is
shown in bold typeface is statistically significantly different from zero at the 0.15 level. The standard
errors were computed to be robust with clustering at the level of the state. The variables that are
measured on a scale of 1 to 5 are such that a higher value corresponds to more of the property in
question—for instance, more fiscal autonomy. See Table 1.3 and data appendix for details on variables.
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law are listed under supply factors because they influence how
feasible and attractive it is to run a charter school, given the po-
tential population of students. Socio-demographic variables that
describe local students are listed under demand factors because
they describe the potential demanders of charter schools. If, for
instance, English language learners demand charter schools more
or less than other students, the socio-demographic variables will
allow us to account for it. Finally, the series of indicator variables
for different levels of urbanicity are supply factors because it is
harder to run a charter school in an area with dispersed popula-
tion than one with a dense population. This is simply because,
unlike a regular public school that serves a compact geographic
“attendance area,” a charter school must typically gather its stu-
dents from across a few attendance areas. The more rural the
charter school, the more mired it will be in transportation diffi-
culties. The indicators for urbanicity are also related to supply
because the cultural background, employment, and education of
parents who live in cities may make them more or less interested
in demanding charter schools.

The first thing to note about Table 1.4 is that most of the
factors listed have a statistically significant effect on the number
of students enrolled in charter schools. (Coefficients shown in
bold are statistically significantly different from zero at the 15
percent level, and the vast majority of these are statistically sig-
nificant at the 5 percent level.) This tells us immediately that the
supply of charter schools is elastic. If they were not elastically
supplied, there would be little variation in the number of students
in charter schools generated by variables in either supply or de-
mand factors and, as a result, the factors would tend not to have
a statistically significant effect.

Second, the supply factors have sizable effects on charter
school enrollment. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage
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change effect of the explanatory variable. If the explanatory var-
iable is also in natural log units, then one may interpret the co-
efficient as the percentage change effect of a percentage change
effect in the explanatory variable. Remember that charter school
enrollment usually starts from a tiny base so that large percentage
changes may correspond to a smaller number of students than
one might suppose at a glance. The first coefficient shown indi-
cates that if there is a 100 percent change in the per-pupil rev-
enue of charter schools, the number of charter school students
would rise by 0.42 or 42 percent. The second coefficient shows
that with each year after the passage of a charter school law,
charter school enrollment grows by an average of 0.58 or 58 per-
cent. Each point on the fiscal autonomy scale raises the number
of charter school students by 81 percent; a point of initial oper-
ating autonomy has an insignificant effect (but a positive coeffi-
cient); and a point on the guaranteed full funding scale raises the
number of charter school students by 22 percent. Greater con-
tinuing operating autonomy has, however, a negative effect on
charter school enrollment. This result will be left as somewhat
puzzling for now, but it will be explained below.

The right-hand column of Table 1.4 shows what happens to
the coefficients on the supply factors if we introduce a measure
of teacher unionism—specifically, the share of teachers in the
county who are union members. This variable has a large negative
effect: if the share unionized rises by 0.10 (10 percent), then
charter school enrollment drops by 11.3 percent. Also, the inclu-
sion of the unionization variable makes the effect of full funding
drop to zero. The way to interpret this evidence is that a powerful
union presence creates an environment in which charter schools
do not get funding that is commensurate with that of regular
public schools. Thus, unions may have a direct effect on the sup-

ply of charter schools—perhaps by creating a hostile climate—
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but they also have an indirect effect through their influence on
the law that gets enacted.

The bottom part of the table shows us the effect of demand
factors. For convenience, focus on the column without the un-
ionization variable. The most interesting coefficient is effect of
choice among public school districts. If the choice index rises by
0.25, which corresponds to a shift from two to four districts in
the county, then charter school enrollment falls by 27 percent
(108 X 0.25). Magnet school enrollment has a small and negative
coefficient that is statistically insignificant. This evidence suggests
that magnet schools are not an alternative form of choice that
parents consider to be equivalent to charter schools, probably be-
cause magnet schools have very little autonomy from their parent
districts (relative either to another district or a charter school).
Put another way, families appear to have a demand simply for
exercising meaningful choice over schools—that is, choice over
schools that are sufficiently autonomous to differ. When families
can exercise choice easily within the regular public school sector,
they are less inclined to charter schools.

Black and white students are about equally likely to demand
charter schools, but Asian students are less likely to demand
them. The coefficients on Hispanic and English language learners
may be interpreted together because the vast majority of English
language learners are native Spanish speakers. Interpreted to-
gether, they suggest that Hispanics whose first language is not
English are more likely to demand charter schools, but that His-
panics who are native English speakers are less likely to demand
charter schools. In other words, students who classified them-
selves as Hispanics vary a lot, from recent immigrants to people
whose ancestors immigrated generations ago. It is recent immi-
grants among the Hispanics who demand charter schools more.
There is a large and positive but statistically insignificant coeffi-
cient for students whose families have less than $30,000 in in-
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come. While we cannot conclude that poor students are more
likely to demand charter schools, they do not appear less likely
to do so either. (In fact, the coefficient is just on the border of
being significant so we can rule out poor students demanding
charter schools substantially less than others.) On the whole, the
socio-demographic coefficients suggest that disadvantaged stu-
dents are more likely to demand charter schools. This is not sur-
prising, both because it accords with other evidence on who at-
tends charter schools and because it is sensible. Advantaged
families usually have numerous school choices in the regular pub-
lic and private school sectors, so they are less likely to rely on
charter schools in order to exercise choice.

Finally, the coefficients on the indicators for urbanicity sug-
gest that we are most likely to find charter schools in densely
populated central cities of urban areas or in rural areas. We are
least likely to find them in the suburbs of major cities. This makes
sense. A large district often monopolizes the central city of a met-
ropolitan area, giving central city students little choice. Also, it
should be more feasible to run a charter school in a central city
area (apart from problems associated with buildings). Rural fam-
ilies also tend to lack school choice, especially if they live in a
vast consolidated district. While running a charter school in a
rural area may create transportation difficulties, some rural char-
ter schools are small enough to serve a “pocket” of families who
do not want their children to travel to a district consolidated
school. Also rural charter schools have been pioneers in making
use of the Internet to overcome transportation difficulties.

Which Charter Schools Are Most Elastic?

The Appendix Table presents results that show how the supply
and demand factors affect charter school enrollment among var-
ious subgroups of students. From its results, we can take away a
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few key findings. First, charter school places in the elementary
and middle school grades appear to be more elastic than those in
the high school grades. That is, if a state changes its law so it
provides more of an even playing field for charter schools, it can
expect enrollment to increase more in the elementary and middle
than in the high school grades. Second, commensurate per-pupil
funding is important for increasing the supply of places in charter
schools that will attract enrollment by white students (more im-
portant than it is for black or Hispanic students). This may be
because white students have regular public school options that
are relatively attractive so their families are unwilling to see their
child in a school that appears to be pinched for pennies. Black
and Hispanic students may see their regular public school options
as less attractive, even if they have many resources in theory. This
might be the case because black and Hispanic students dispro-
portionately attend run-down or chaotic schools located in dis-
tricts with high per-pupil spending. Third, fiscal autonomy is im-
portant for increasing the supply of places in charter schools that
will attract enrollment by black or Hispanic students (more im-
portant than it is for white students). One suspects that this is
because black and Hispanic students are more likely to reside in
politicized regular public school districts where tension over a
charter school’s being “too” successful might actually end in its
budget being held up. Finally, higher per-pupil funding and com-
mensurate per-pupil funding are important for ensuring that there
is a supply of charter schools to students who are eligible for free
or reduced-price lunch (that is, within 185 percent of the federal
poverty line). Perhaps because poor children can bring few re-
sources to school from theirs homes, it is harder to run a charter
school on a shoestring if the students being served are poor. Their
families are less able to compensate for materials that the school

lacks.
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Explaining the Number of Charter Schools

Table 1.5 shows results from a regression that attempts to explain
the number of charter schools, as opposed to students. Because,
for a given number of students, the number of schools will rise
if the schools are smaller, this analysis differs from that above
mainly in its emphasis on school size.

On the whole, the supply and demand factors that explain
charter school enrollment also explain the number of charter
schools, in much the same way. There is, however, one exception
that is worth noting. Recall that operating autonomy appeared to
decrease and full funding appeared to increase the supply of char-
ter school places. The evidence in Table 1.5 suggests, in contrast,
that operating autonomy increases and full funding decreases the
supply of charter schools. We can reconcile the results if operating
autonomy combined with much-less-than-commensurate funding
produces numerous but small charter schools. This is only one
possible reconciliation of the results. Others are possible as well.

Summing Up

We have seen that charter schools are elastically supplied. The
evidence suggests that greater demand among families is met with
a greater number of places. We have also seen that supply is
greater in states that have created an environment where charter
schools operate on a more even playing field to that of regular
public schools. Fiscal autonomy, autonomy at start-up, and com-
mensurate per-pupil funding appear to be the key factors that
make a playing field more even, but we should be mindful of the
fact that other aspects of state laws may matter a great deal too:
we cannot sort out the independent role of some aspects of laws
because they are so correlated with the key aspects. If states enact
laws that allow charter schools to compete on an equal footing,
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Table 1.5 Determinants of the Number of Charter Schools
Dependent Variable: In(Number of Charter Schools in a County)

Factors that Mainly Affect Charter School Supply

In(Charter School Revenue Per Pupil, in thousands) 0.27
Years Since Charter Law Passed 0.28
Fiscal Autonomy (1-5 scale) 1.35
No Need to Prove Local Support (1-5 Scale) -0.20
Legal/Operational Autonomy (1-5 scale) 0.78
Guaranteed Full Per-Pupil Funding (1-5 scale) -0.30
Factors that Mainly Affect the Demand for Charter Schools
In(black students in county) 0.34
In(Hispanic students in county) -0.17
In(White students in county) 0.37
In(Asian students in county) -0.18
In(households with income less than $30,000) 0.83
In(magnet school students in county) —0.06
Index of Choice among Public School Districts (0—1 scale) —-0.42
In(special education students in county) 0.1
In(English language learners in county) 0.11
Factors that Affect Both Supply and Demand
large city -0.01
mid-sized city -0.07
urban fringe of a large city -0.29
urban fringe of a mid-sized city —0.28
large town -0.11
small town —0.09
rural but inside metropolitan statistical area -0.24
rural and outside metropolitan statistical area -0.12
constant -11.65

Notes: The table shows estimates from a linear regression. Because the dependent variable is in natural
log units, one may interpret the coefficient as the percentage change effect of the explanatory variable.
If the explanatory variable is also in natural log units, then one may interpret the coefficient as the
percentage change effect of a percentage change effect in the explanatory variable. For instance, the
first coefficient shown indicates that if there a 100 percent change in the per-pupil revenue of charter
schools, the number of charter schools would rise 0.27 or 27 percent. To take another example, with
the average year after the passage of a charter school law, the number of charter schools grows by
0.28 or 28 percent. (Remember that the number of charter schools usually starts from a tiny base.) A
coefficient that is shown in bold typeface is statistically significantly different from zero at the 0.15
level. The standard errors were computed to be robust with clustering at the level of the state. The
variables that are measured on a scale of 1 to 5 are such that a higher value corresponds to more of
the property in questiondfor instance, more fiscal autonomy. See Table 1.3 and data appendix for details
on variables.
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we should expect that they will expand to meet demand. Of
course, the “if” is a big “if”: we have seen that the local prevalence
of teachers’ unions reduces charter school supply, in part by gen-
erating laws with less commensurate funding. The bottom line is
that the details of a charter school law matter. If all laws were
like those of the states with the lowest rated laws, charter schools
would remain just a marginal phenomenon. If all states’ laws were
like those rated highest, charter schools might—in another decade
or so—be a pervasive and important force in U.S. public educa-
tion.

Finally, a variety of results suggest that the families who most
demand charter schools are those who have little meaningful
choice within the regular public school system. In this sense, a
law that puts charter schools on an even playing field with regular
public schools also puts an important population of families on
an even playing field with others.
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Appendix

Data on Enrollment and the Number of Schools

The enrollment and number of schools data used in the regression
analysis come from the 2003-04 version of the Common Core of
Data (U.S. Department of Education, 2005). The original data
are at the level of the individual school, and they are aggregated
up to the level of the county. The Common Core indicates
whether a school is a regular public, charter, or magnet school,
its enrollment by grade; and its enrollment by racial subgroup and
other subgroup (English learner, free-lunch participant, reduced-
price lunch participant, special education participant). The Com-
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mon Core does not, however, contain accurate information on
enrollment in or the number of charter schools in school years
up through 1999-2000. Thus, for the purposes of constructing
Tables 1.1 and 1.2, the dataset was supplemented with infor-
mation from U.S. Department of Education Reports (1999,
2000) and Center for Education Reform reports (2003, 2004,
2005). The published reports are based on at least as much, and
more, data than are in the Common Core. Thus, when a report
and the aggregated Common Core generated different statistics,
the statistics from the report was kept. Upon occasion, statistics
from two reports were in conflict. Because undercounting, not
overcounting, plagues statistics on charter schools, the maximum
enrollment or number of schools was reported where sources
were conflict. Such conflicts, however, were minor in magnitude.
The data are aggregated to the county level.

Data on State Charter School Laws

The data on state charter school laws are from Center for Edu-
cation Reform (2003).

Data on Per-Pupil Revenue in Charter Schools

The enrollment data used for the denominator of this variable are
from the 2002-03 version of the Common Core of Data (U.S.
Department of Education, 2004). The revenue data used for the
numerator are from the 2003-03 version of the Public Elementary-
Secondary Education Finance Data (U.S. Department of Com-
merce, 2005). Charter school revenue and expenditure can be
computed as follows. For single charter schools that are treated
by their states as separate districts, a full set of revenue and ex-
penditure figures are reported at the school level in the Public
Elementary-Secondary Education Finance Data. For the rare charter
schools that are part of a group and are treated by their states as
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a district, a full set of revenue and expenditure figures are re-
ported at group (of charter schools) level in the Public Elementary-
Secondary Education Finance Data. For charter schools that are
dependent on a regular public school district and receive revenue
only from it, the Public Elementary-Secondary Education Finance
Data report the funds transferred from the overseeing district and
received by the charter school. Thus, in order to compute charter
schools’ revenue, each charter school is first classified (indepen-
dent, dependent; single, part of a group) and then the correct
revenue and expenditure measures are associated with each
school. The data are aggregated to the county level.

Other Data

The index of choice among public school districts is a standard
index of deconcentration. To compute it, each school district’s
share of enrollment in the county is calculated. Each enrollment
share is squared, and the sum of the squared shares is calculated.
The sum is subtracted from 1. Enrollment data from the Common
Core (as described above) is used.

The share of households with incomes less than $30,000 in
1999 is taken from the School District Demographics data, which
are at the district level, and aggregated to the county level.

The share of teachers who are union members is taken from
the 1987 Census of Governments (U.S. Department of Com-
merce, 1990), the most recent census of teachers unionization.
The data are collected at the district level; they are aggregated to
the county level for the purpose of this paper.



