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Introduction

Public charter schools provide a vital alternative to district

) From the first charter
schools for those fortunate enough to have the opportunity school in Minnesota

to make that choice. Charters allow parents to have a choice in1992, charters
in one of their children’s most important life matters: their currently serve
education. From the first charter school in Minnesota in 1992, 3 7

|

charters currently serve 3.7 million students in approximately
million students

8,000 schools across 45 states according to the National
Alliance for Public Charter Schools (NAPCS)! (Montana became
the 46th state to allow charter schools in 2023.)

8,000

Charter schools are publicly funded public schools and are schools

generally different from district public schools. In this report,
we will mention several areas wherein charters produce more 4 5

for families than district schools despite their comparatively states
minimal funding. We will specifically address one area —

facilities — where we find preliminary but dramatic research

evidence of a sizeable facilities funding gap between district

and charter schools. This gap is concerning for several reasons,

not the least of which is that charters must abide by many

of the same facilities access and safety standards as district

schools, including building codes, both state and local, and the

Americans with Disabilities Act related requirements. 2

Recent empirical evidence shows that charter schools are
generally outperforming their district counterparts in terms of
academic performance. In 2023, Stanford University’s Center
for Research on Education Outcomes (CREDO) issued its third
national charter school study. The study concludes that
"[1Jooking at year-to-year academic progress from 2015 to
2019, the typical charter school student in our national sample
had reading and math gains that outpaced their peersin

the traditional public schools ... they otherwise would have
attended.” ®

1 White, 2023.
2 National Charter School Resource Center (NCSRC), 2020
3 Raymond et al, 2023.
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In addition, research indicates that parents are more satisfied with
charter schools than with district schools. In a 2017 study using

U.S. Department of Education survey data, the authors found that,
upon analyzing student age groups of age 10 and under, ages 11-13,
and ages 14-18, “... charter-school parents are more likely to report
they are ‘very satisfied’ with their school by 6, 5, and 9 percentage
points, respectively, compared to parents whose children attend
an assigned-district school”. 4

However, since their inception, charter schools have been
swimming against the stream when it comes to funding. A
landmark study of charter and district schools’ total funding in 18
major urban areas from the University of Arkansas Department

of Education Reform found in 2020 that “[p]ublic charter schools
received an average of $7,796 less per-pupil than district schools..
which represents a funding gap of 33 percent.”®

Buried in the debate over charter vs. district school monetary
resources is a very important piece of the education puzzle:
facilities. A growing body of literature is finding evidence

that school facilities can impact educational quality and

4.Cheng & Peterson, 2017, 25,
5. DeAngelis et al. (2020), 4,
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outcomes. Some (though not all®) studies of the impact of school
facilities on student performance have reported potential student

improvements. The National Charter School Resource Center (NCSRC,

2020) points to the following conclusive studies on performance.

Focused on facilities investment in the Los Angeles Unified
School District, Lafortune & Schonholzer (2019) found that
(0) four years’ attendance increased student math and
English language arts scores, and student motivation
(teacher-reported); and (b) overcrowding reductions
increased test scores and attendance.

Through analysis of the relationship between Michigan
district infrastructure bonds and student achievement,
Hong & Zimmer (2016) found increased facilities
expenditures had a positive impact on 7th graders’
academic achievement statewide.

Tanner (2006) studied school design features and found
that specific features were positively associated with
third-grade students’ standardized basic skills test scores.

NCSRC (2020) also points to research suggesting that poor school
facility quality carries negative impacts. These impacts concern not
only teacher recruitment and retention but also student attendance;
furthermore, poor facilities can also impact health (NCSRC, 2020).
Relatedly, NCSRC (2020) also summarizes the disproportionate effect
of poor facilities on disadvantaged students in public schools. The
report describes litigation that has addressed this issue, noting

the gap remains between facility quality for advantaged versus
disadvantaged students.

6. The NCSRC points to inconclusive results in the following studies: Cellini et al, 2010; Conlin & Thompson, 2017; Hong & Zimmer, 2016; and Martorell,
Stange, & McFarlin, 2016 (National Charter School Resource Center, 2020, footnote 7, 3).
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Data & Analysis

For this analysis, Educational Freedom Institute (EFI) selected

a small sample to conduct a preliminary study of new facility
funding differences between charters and district schools.

EFI purposely selected schools from Arizona, Florida and
Pennsylvania to compare new facilities spending in two

states known for their favorable charter school laws (Arizona

and Florida) with one state that has more restrictive laws
(Pennsylvqnid). Arizona and Florida were ranked first and second
on the most recent National Charter School Rankings & Scorecard
created by the Center for Education Reform (CER)". CER ranked
Pennsylvania 23rd on the scorecard.

EFl selected six schools — three charters and three district schools
from each state — for a total of nine district and nine charter
schools. The schools we included had their bond documents
available on MuniOS8, or had sufficient financial detail readily

7. CER (2022), https://edreform.com/wp-content/uploads/2022/05/cer-charterlaws-scorecard-2022.pdf

8.Land and facilities cost figures were gathered from publicly available sources. MuniOS, the source of most data, is a website that publishes
facilities bond documents, including some for district and charter schools. From their website, “MuniOS is an investing communication platform from
ImageMasster, LLC, the nation’s largest distributor of Official Statements and MuniBond Roadshows. MuniOS gives the investing community quick and
easy access to over 25,000 deals at no cost.”
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accessible through other online sources.

This sample is not intended to be representative, either of all states with charter
laws or of the three states for which data was selected. Neither is the sample
intended to represent all schools, either district or charter, in the three states
selected. Instead, EFl chose to conduct a preliminary study to explore the
differences possible, in terms of both funding and cost, between district and
charter schools.

Table 1 provides a summary of the number of square feet per student for these
18 selected schools for recent new facility projects.

New Square
Footage Square feet per
Enrolliment
pursuant to bond student
issue

Bond Year
School Name State / School
opening
EdKey 2020 257,557
CSUSA 2020 208,202
Renaissance Charter 2019 279,012
Sun Valley Charter Schools 2018 48,600
Esperanza Academy 2020 164,682
GLA Charter School 2020 53,331
American Leadership Academy 2017 746,891
Downtown Doral Center 2014/2017 86,895

MAST Charter lll 2019 198,000

CHARTER -->

Estrella Foothills Global Academy 2020 92,400
Silver Valley Elementary 2019 89,000
State College HS 2021 300,000

Lake Buena Vista HS 2021 372,295
Horizon High School 2021 372,493
Lehigh Twsp Elementary 2021 97,000

Erie College Prep 2021 289,000
Barbara A. Harvey Elementary 2018 116,880

Anne Mae Hays Elementary 2021 114,000
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What jumps out from this table is the difference between square footage
per student for district schools and charter schools. Figure 1 provides a
graphic representation of that difference. The nine district schools built, on
average, 70% more square footage than the charter schools in their new
facilities.

Table 2 below provides a financial summary of these selected new
construction projects. The average cost for construction per student at
the district schools was more than double that of the charter schools. In
other words, the nine charter schools spent less than half of what the nine
district schools did on a per-student basis.

_ Dollar
Bond/BuMdmg Dollar Amount

Amount per
Amount i P per student
square foot

School Name School Type State

Sun Valley Charter Schools Charter $10,870,00
GLA Charter School Charter $12,790,00
Downtown Doral Charter Charter $28,125,000
MAST Charter Ill Charter $34,900,000
Esperanza Academy Charter $38,235,000
CSUSA Charter $71,861,182
Renaissance Charters Charter $85,980,000
EdKey Charter $87,035,000

American Leadership Academy Charter $192,290,000
Anne Mae Hays Elementary District $43,000,000
State College HS District $140,000,000

Lake Buena Vista HS District $140,000,000
Lehigh Twsp Elementary District $34,000,000
Erie College Prep District $95,000,000
Horizon High School District $118,000,000
Barbara A. Harvey Elementary District $28,364,477
Silver Valley Elementary District $28,800,000

Estrella Foothills Global Academy District $17,200,000

Average Charter

Average District
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Figure 1. Square Footage Per Student

13

Average Charter Average District

Figure 2. Building Costs Per Student Figure 3. Building Costs Per Square Foot

Average Charter Average District Average Charter Average District

The new Anna Mae Hays Elementary district school in Allentown, Pennsylvania cost a

staggering $71,667 per student. The most expensive charter school cost only $22,243

per student. Even the dollar amount per square foot for the district schools was 21%
higher than charter school construction: $272 for charters compared to $330 for
district schools. Figures 2 and 3 show these differences graphically.

From this data, the nine district schools constructed larger facilities that cost more
per square foot at a greater per-student cost than charter schools. What could
explain this discrepancy when it comes to building new facilities?

Unfortunately for charter schools, the answer is quite simple: school districts have
better opportunities to obtain approval for new construction and access to more
revenue — and revenue sources — to pay for them.

www.efinstitute.org



http://efinstitute.org/

Evidence in Three States of the Facilities Funding
Gap Between Charter Schools and District Schools

District Schools Have a Distinct Financial
Advantage

When it comes to the ability to construct new facilities, district schools
have a distinct monetary advantage over public charter schools in two
important ways:

The way in which approval is obtained to construct new
facilities.

The way in which the new construction projects are financed.

School districts have better opportunities to
obtain approval for new construction and access
to more revenue - and revenue

sources - for financing them.

In the three states selected for this analysis, state law permits both districts
and charter schools to seek bond financing for new facilities. However,
districts are permitted hold elections to obtain voter approval to sell bonds
for new construction, while charters must go directly to the marketplace.

More different still, districts — being geographically based — may finance
voter-approved bonds by increasing local property taxes for repayment.
Since charter schools are not taxing authorities, this option is not available.
Instead, charters repay bond debt out of their operating budgets.

Additionally, Arizona and Pennsylvania have state revenue sources not
available to charter schools®. Arizona has the Arizona School Facilities
Board, an administrative arm of the state government that can entirely
fund new district school facilities. A similar program in Pennsylvania, the
project reimbursement portion of The Local Government Unit Debt Act®
can spread a substantial amount of debt service statewide. Florida has
appropriated some funding to assist in capital outlay, available to both
school districts and charter schools. "

9. https://reports.ecs.org/comparisons/k-12-school-construction-funding-2023-01
10. Source: Pennsylvania Statutes Title 24 P.S. Education § 26-2606-J. Project reimbursement, 24 P.S. §25-2574 - Amended for Act 70
1. https://www.fldoe.org/schools/school-choice/charter-schools/business-finance-accounting/capital-outlay-funding.stml.
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Charter facility funding is much more restrictive in the three states EFI
selected. In Arizona, Florida and Pennsylvania, charters can bond for new
facilities through local bonding authorities. Charters in all three states
have accessed the tax-exempt bond market to finance new construction
— in other wordes, different bonding authorities than the tax base-backed
bonding authority of districts. Of course, they don’t possess the authority
to raise local taxes or qualify for statewide repayment options to the
extent district schools do.

A report from the Local Initiatives Support Corporation (LISC) — a financing
organization that assists charters in bonding for new construction —
summarizes the disadvantage charters must deal with when it comes to
repaying bond debt:

“Unlike traditional school districts, charter schools rely on their operating
revenues and limited public capital funds to pay for their facilities. Charter
schools receive public operating funding, known as per-pupil revenue,
based on enrollment. Whereas traditional district schools use per pupil
revenue to fund only their academic programs, charter schools in most
states essentially finance both their academic program and facilities
through this operating revenue stream.” 2 (Emphasis added)

Herein lies the rub. Although charters can access the tax-exempt bond
market for new facility construction, somewhat similar to the way districts
do, it'’s the repayment mechanism that truly prevents charters from
competing fairly for facilities. This difference is likely the explanation for
the vast differences in the data shown in the tables and figures above.

“Whereas traditional district schools
use per pupll revenue to fund only their
academic programs, charter schools
in most states essentially finance both
their academic programs and facilities
through this operating revenue

-Sorbelloetal., 4

12. Sorbello et al. (n.d.), 4. In full disclosure, these states do provide smaller grants, based on student count, to help offset capital expenditures.

www.efinstitute.org
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Conclusion:
Charter Schools
Do More with
Less

It should be clearly understood that this is a limited analysis. EFl chose
a small sample of district and charter schools to be included in the
data set. Given this limitation, inferences regarding specific data-

driven conclusions should be avoided and extrapolations should
not be applied. This limited data notwithstanding, the basic rules for

financing the construction of new facilities clearly give the upper

hand to district schools — at least in these three states and possibly in
all states.

Considering such a reality, when it comes to facility construction,
charters do more with less.

The true extent of this sizeable facilities funding gap, along with the
true fiscal impact of charters having to pay for bond indebtedness
‘out of pocket, would come from deeper and broader research that
would look at more states and more bond issues, along with an
accurate measure of the additional facility funding sources for both
types of schools. Questions should be asked, such as ‘What are the
equity and opportunity costs for charter schools of financing bonds
out of operational costs?” Such additional research would be
invaluable to lawmakers as charter enroliment continues to increase,
and pressures to equalize funding could become a reality.

www.efinstitute.org
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