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ABOUT THIS SERIES

In contemporary political discourse, debates are

often narrowly focused on specific policies. Should
education funding follow students to the schools of
their choice, or be reserved for public schools? Should
the government provide healthcare coverage to all
Americans, or should individuals be responsible

for purchasing their own healthcare coverage?

Should the government direct the economy, through
subsidies and regulations, or should it instead ensure
a level playing field and let competition play out
naturally? While the answers to these questions are
important, so are the underlying philosophies that
guide the arguments. Much of the economic growth
experienced in the United States and improvements in
the quality of living throughout the world have come
from free-markets and the opportunities they create.
Yet, there is constant pressure to move toward greater
government intervention in nearly every aspect of our
lives.

In this series—Why Markets Matter—we explain the
underlying reasons why choice, competition, price
systems, and other aspects of an open and free market
are good for society. The goal is not to advance
specific policy aims, but to help readers understand

how and why markets matter for human flourishing.
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KEY TAKEAWAYS

Markets in education offer options that go beyond what traditional
schools can offer. Whether in curriculum, instructional methods,
scheduling, or any other aspect of education, parents can choose the
best arrangement for their family.

As in other aspects of the economy, competition leads to innovation
and improvement. Traditional and nontraditional schools alike have
to work harder when students have the option of going elsewhere if

their needs aren't being met.

The choices parents make in a market-based education system provide
valuable information to educators about how best to serve students.




At best, or at worst,
the housing market
Is the de facto
school market—the
only way to make
meaningful choices
in the traditional

system is to move

into the attendance
zone of a desired
school.

INTRODUCTION:
AN EMERGING EDUCATIONAL MARKETPLACE

When people think of markets, education doesn’t usually come

to mind. In the United States, we are accustomed to a public
education system whereby people are assigned to schools based
upon where they live. This system is devoid of the hallmarks of a
market system, namely choice and competition. At best, or at worst,
the housing market is the de facto school market—the only way to
make meaningful choices in the traditional system is to move into
the attendance zone of a desired school. While there are perfectly
understandable reasons why our education system developed this
way over the course of the last century and a half, in our day and
age this arrangement fails to deliver in three important ways. In
this essay, I explain why markets matter in education and offer a
pathway to increased educational options for all students.

In recent years, there has been an explosion in private school choice
programs in states across the country. This explosion is helping

to form a burgeoning educational marketplace. As EdChoice
summarized in the ABCs of School Choice, an annual compendium
of all of the private school choice across the country:

“[In 2023 alone] Policymakers in 40 states debated 111 educational
choice bills—79 percent of which related to ESAs. As the months
ticked by, a total of seven states enacted new choice programs and
10 expanded ones already in operation. As of this writing, eight
states have joined Arizona and West Virginia in offering all students
choice, making 2023 the Year of Universal Choice.”

Ten states have private school choice programs available to all
students, the most common being an education savings account (or
ESA), a flexible-use spending account that families can spend across
multiple educational providers. Families can pay private school
tuition, hire tutors, purchase special education services, and more.

This means that school choice is expanding not merely in terms
of the number of eligible students, but also in the variety of
educational choices. Whereas a previous generation of school
choice policies were limited in both student eligibility and in the
way that they could be used (generally in a single lump sum to a
single private school), ESA programs are much more open across
both dimensions.

Unsurprisingly, the growth in choice has spurred a backlash.
Teachers unions, education school faculty, and others are manning
the ramparts of the traditional public school system (even though
many of them neither attended nor send their children to traditional



public schools), and arguing that the expansion of school choice will
lead to a parade of horribles for American schools and American
society. These defenders of the status quo do not see the benefits of
educational markets.

It would be naive to expect the expansion of school choice to

solve every problem inside and outside of American education.
Nevertheless, it is almost certain that increasing the role that markets
can play in education will increase the likelihood that families will be
able to find schools that serve their children well.

Markets offer three mechanisms that facilitate school choice. First,
they allow for a level of diversity in school offerings that traditional,
centrally managed school systems are not able to. Second, they
encourage competition between providers, improving the quality
of school options for students and families. Third, markets are
incredible information gathering institutions, and a more market-
driven system can help bring attention to better educational
practices and ways to meet family needs that can then be copied by
other schools.

It is almost certain
that increasing the
role that markets

can play in education

will increase the
likelihood that
families will be able
to find schools that
serve their children
well.
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There is no one
‘correct” way to
educate students.

EDUCATIONAL MARKETS PRODUCE A DIVERSE
SET OF EDUCATIONAL INSTITUTIONS

Since the inception of school choice programs, there has been a
heated debate about their impact on student outcomes. Proponents
and opponents alike know that evidence of success or failure could
go a long way toward advancing or thwarting future school choice
programs. While this element of choice and competition is key, and
we will get to that in the next section, there is a more fundamental
goal of choice that is less appreciated—school choice leads to a
diverse set of educational institutions. Markets in education provide
the opportunity for lots of different kinds of schools to flourish.

We are already starting to see this. There has been an explosion of
microschools, hybrid homeschools, classical schools, and a host of
other schools that differ in how big they are, when and where they
meet, and what they teach.? This is a natural result of introducing
markets into education.

There is no one “correct” way to educate students. Some children
will thrive in some environments and not in others. Some parents
have strong beliefs about the religious tradition that their child
should be raised in; others connect with certain pedagogical
philosophies like Montessori or Charlotte Mason.

Consider the controversies that arose in school districts around the
country during the pandemic: When should schools reopen? Should
children wear masks? Should there be requirements that students
or teachers be vaccinated? Polling at the time found substantial
constituencies on both sides of all of these questions. By picking
one, school districts often went against the wishes of half (or more!)
of the families sending their children to their schools. And that

was just during the pandemic. Since then, questions have arisen
around how American history should be taught, how schools should
approach contemporary controversies concerning race and gender,
and what books should have a place in the curriculum or in school
libraries, among other issues.

A system of choice empowers families to pick the schooling
environment that matches their preferences. To continue the
pandemic example, families could choose between a school that
requires masks and one that doesn’t. With respect to American
history, if they would rather their child read Howard Zinn than
Alexis de Tocqueville, they could base their choice on curriculum.

To be clear, this does not mean that we have to treat all choices
as equal. We should openly and forcefully argue for the vision of



education that we think is best and criticize schools that teach
things we think are bad or wrong. But we should be deeply, deeply
reticent to use the power of the state to try and snuff them out. Of
course there are extreme examples of things that schools might
teach or ways that they might teach that should never be allowed,

as much as we want to respect the freedom of parents to choose the
best environment for their child. But we should never forget that the
same power used to close those schools could be used tomorrow
against schools teaching things we think to be true and important.

The bottom line is this, and the history of school choice is crystal
clear on this matter: markets in education allow for a diverse set
of schools and schooling arrangements to flourish. This level

of diversity in educational options is unheard of in a residential
assignment—based system.

Markets in education
allow for a diverse
set of schools

and schooling

arrangements to
flourish.




Traditional public
schools have a

geographic monopoly

on students.

EDUCATIONAL MARKETS PROVIDE A POWERFUL
INCENTIVE FOR IMPROVEMENT: COMPETITION

Of all of the reasons to support markets in education, competition

is the most straightforward. Traditional public schools have a
geographic monopoly on students. Children are residentially
assigned to their schools. That puts very little pressure on schools to
improve. If a student is not being served well, parents can complain
to the teacher or the principal, but if they don’t do anything, there is
not much else that parents can do. Maybe they can get someone on
the school board to care, but in a large district the school board has
lots of other concerns that might swamp one unhappy child. He or
she is just out of luck.

In a market-based system, however, that student has the power
of exit. If they don’t like what is going on, they can leave and go
somewhere that will serve them better.

There is an open debate in the world of school choice between the
values of “voice” and “exit” in pushing for better schools (pulling
their terms from Albert O. Hirschman’s 1970 classic Exit, Voice,
and Loyalty). Those supportive of traditional schools see the value
of voice in locally elected school boards. They want schools to be
run by democracy, with each member of the community having an
equal vote in how schools will be operated. Because good schools
are central to the flourishing of communities, there will be a strong
incentive in this system for the community to exert pressure for
them to improve. The process is open and transparent and in the
most straightforward definition of the word, fair. It models how
students should learn to live in community, compromising with their
neighbors and sometimes getting their way and sometimes not.

There is much to recommend in that vision. But we cannot just
accept the ideal vision of what a democratic education system
promises; we also have to wrestle with reality. The fact is actual
school board elections are a mess.® They are low-turnout affairs
held off cycle and dominated by powerful interest groups whose
priorities are not always aligned with those of children and families.
And we also have plenty of examples of schools and districts
languishing for decades, seemingly immune to the salutary power
of democratic oversight. Theory does not appear to be matching the
real world.

On the other hand, there is a strong research basis for the power of
competition in education. EdChoice keeps a running tally of studies
of the question of competitive effects for private school choice



programs and at last count has found 29 studies of the question,
with 26 finding positive results, one finding no result, and two
finding negative results.* A 2019 metanalysis of the competitive
effects of school choice “found small positive effects of competition
on student achievement.”s Another 2017 paper published in the
Journal of Economic Literature concluded that “evidence on both
small-scale and large-scale programs suggests that competition
induced by vouchers leads public schools to improve.”

Perhaps the most encouraging recent research on this front came
from the great state of Florida. Florida is interesting because it has
been scaling up private school choice for some time, eventually
going fully universal in 2023. What has the result been? According
to David Figlio, Cassandra Hart, and Krzysztof Karbownik, there
have been “growing benefits (higher standardized test scores and
lower absenteeism and suspension rates) to students attending
public schools with more preprogram private school options as the
program matured. Effects are particularly pronounced for lower-
income students, but results are positive for more affluent students
as well.”

As in other industries, competition provides a powerful incentive

to improve. Of course, the educational market is different than the
toothpaste market or markets for sundry other items. We do not pick
out new schools every day, week, or month. Moreover, we do not

yet have extensive options in every community. And yet, it cannot
be denied that providing families with educational options leads

to a growing diversity of options AND increases the incentive for
schools to meet the needs of their students.

As in other
industries,
competition provides

a powerful incentive

to improve.




Let people make their
own choices, and they
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EDUCATIONAL MARKETS IMPROVE
INFORMATION GATHERING

An oft-cited criticism of the educational marketplace is that parents
have imperfect information about the quality of schools. While this
may be true, parents have infinitely more knowledge about their
desires and preferences than educational bureaucrats. Frederich
Hayek wrote in The American Economic Review in 1945:

“The peculiar character of the problem of a rational economic
order is determined precisely by the fact that the knowledge of
the circumstances of which we must make use never exists in
concentrated or integrated form but solely as the dispersed bits of
incomplete and frequently contradictory knowledge which all the
separate individuals possess.”®

It was a simple but powerful insight. Individual people possess
almost an infinite amount of knowledge about their wants and needs
and the ways in which they weigh those wants and needs against
other wants and needs. Trying to sum up all of those individual
preferences and the knowledge that undergirds them is impossible.
It was impossible in 1945 and will be impossible in 2045.

This has important implications for schooling. Traditional public
schooling is managed by the very mindset that Hayek criticizes.
Centralized school districts make decisions for everyone. In the
most charitable interpretation, they do so out of genuine care and
consideration for the wants and needs of the children and families
in their community. In the least charitable interpretation, they act as
petty dictators, imposing their will and their values on the members
of their communities whether the members of those communities
members want them or not. Either way is problematic—the first
because they cannot know what people want and the second for
reasons that are obvious.

But there is another way. Hayek’s lesson to us is to use markets to
gather information. Let people make their own choices, and they will
show you what they want.

What do parents tell us? A 2022 paper by Tulane’s Douglas Harris
and Lafayette College’s Matthew Larsen looked at families’ choices
in New Orleans, a city rich with school choice within the public
sector.? They found that parents prefer schools with stronger
academics (measured by value-added testing models), more
extracurricular activities (particularly band, perhaps not surprising
in New Orleans!), and with after-school childecare. They also found
that families preferred schools that were closer to them.



But perhaps more interesting, the paper looked at parental choices
not just in terms of the topline list of preferences, but in terms

of tradeoffs. There are very few schools that hit all the wants of
families, so they have to weigh different criteria. Different families
will come to different conclusions. On average, for example, the
authors found that families treated a school that was one standard
deviation better in terms of academic quality as if it were 0.765
miles closer to their home. That is, they were willing to travel three
fourths of a mile farther to the school due to its superior quality.
But distance and academic quality are just two of the many ways
that schools can differ from one another. When we think about the
interplay between all of these different potential decision criteria,
the math starts to get very messy very quickly.

This is where markets can be helpful. Rather than trying to centrally
make these decisions for families, markets can allow families to
make them for themselves. Maybe some families would be willing to
drive farther for a school with a band, but their next-door neighbors
couldn’t care less if their children’s school had one. Maybe some
people would put up with a slightly lower quality school if it were
closer to home and made the other aspects of their lives (that can
have impacts on child development) better for them.

This may sound like a rehashing of the first point—that markets
create diverse educational options—and, in a way, it is; but it is

also more. When families have educational options, they have the
means and the motives for information gathering to take place.
When families can choose, school leaders have an incentive and

an opportunity to find out what it is that parents want for their
children. The same is true for parents. Many a critic has argued

that parents do not have the capacity to make informed educational
decisions. Setting aside the clear disparagement of the faculties of
marginalized communities, we can see the flaw in this argument.
Parents have little incentive to research educational philosophies or
educational performance when they are assigned to a school. They
only have that incentive when they have the means to obtain the
education they want for their children. In all these ways, educational
markets improve information gathering.

When families can
choose, school leaders
have an incentive and

an opportunity to find

out what it is that
most parents want for
their children.




Policymakers have
created a playing field
on which the game
can be played, but
families and educators

have to take up their

positions and start
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MOVING FORWARD

I can remember the exact moment I realized school choice would
win in the long run. James Shuls and I were attending a hearing
before a legislative committee in Jefferson City, Missouri. For
years, Shuls and I were among the only voices testifying in favor of
school choice bills, and most of those voices came from established
organizations that supported private schooling, free markets,
education reform, or some combination of the three. We would be
followed by a parade of lobbyists for various traditional educational
organizations who opposed the bill. But this day was different. In
fact, we didn’t even get a chance to testify, because the pro-school
choice side was filled with parents who wanted to talk about their
children, their schools, their communities, and what school choice
would mean for them. School choice had reached escape velocity; it
was flying on its own now.

It is tremendously heartening today to see that state legislators
increasingly don’t need encouragement to expand educational
choice or to do more to promote markets in education. But those

of us who believe in the power of markets should not rest on our
laurels. Policymakers have created a playing field on which the
game can be played, but families and educators have to take up their
positions and start playing.

What can those of us who support markets in education do now? I'd
close with three steps.

1. Learn lessons from regulation and deregulation.

Though school choice policies are increasing educational markets,
these are not “pure” markets. That is, they will have some level

of government involvement and the possibility of governmental
or bureaucratic creep. We must be on guard against these
encroachments, and we must work to ensure the mechanisms that
provide these opportunities operate smoothly.

For example, as education savings account (ESA) programs become
policy, they are generally transferred over to state departments of
education for rulemaking and administration. The open process
that was committee hearings, markups, amendments, and votes
now moves behind closed doors. This creates a tremendous
opportunity for problems. Seemingly innocuous regulations can
make a massive difference when it comes to program health. Take,
for example, a rule as to whether ESA purchases need to be pre-
approved or can be reimbursed afterwards. At first glance, it doesn’t
seem to matter—families get their expenses covered either way.

But pre-approval (particularly of every expense in a program with
hundreds of thousands of participants making potentially dozens
of purchases each) can create a massive backlog. Students lose



their seats in desirable schools or programs. Families get frustrated.
Opportunities are lost.

This is just one example of the decisions that are made by program
regulators and administrators that advocates need to watch

like hawks. There are open comment periods and state board of
education meetings that need to be closely observed, scrutinized,
and participated in. Passing an expansive law only to have it
strangled by regulations would be a near perfect illustration of a
Pyrrhic victory.

2. Human Capital

New schools are going to need new teachers and new leaders.
Existing teachers who want to teach in new school models are going
to need upskilling and professional development in the philosophy
and methods of new school models. To date, existing educator
preparation programs are doing very little to prepare teachers or
leaders for these new schools.

Research I completed last year looked at preparation programs
for educators looking to teach in alternative education models

in the four most choice-rich states in the country. As I concluded
there, “While there are places here and there that do offer specific
preparation for specific types of alternative school models, they
are few and isolated. Given the number of institutions of higher
education in these states, even the largest numbers represent a
small slice of the pie™

What might such a program look like? One of the programs that I
did identify was at Arizona State University. The program leveraged
the charter network ASU Prep that is linked to the university. Across
its network, it offers charter schools with schedules ranging from
full-time online to full-time in-person and all combinations in
between. As a result, Arizona State student teachers are able to get
valuable experience teaching in alternative models and seeing how
what they are learning in class might apply to an alternative model.

Those looking to leverage educational markets for a more diverse
and competitive system would do well to support more efforts like
that.

3. Information

In the classic Diffusion of Innovations, Everett M. Rogers argued
that for innovations to be adopted, they need to be “observable.”*
People have to see other, similar people using the new technology,
new method, or whatever the new innovation is and believe that
they will have similarly positive results to them. If we want to see

If we want to

see more people

participate in the
educational choice
marketplace, we
need to make
participation
observable to
them.




more people participate in the educational choice marketplace, we
need to make participation observable to them. They need to know
what options are available to them, they need to know what those
educational environments are doing, and they need to have some
expectation of what will happen when they send their children there.

Now, this does not mean that we have to try and cram new school
models or new programs into the “accountability” model that has
existed in the decades post-No Child Left Behind. This does not
mean that students need to take a standardized test every year and
report the results in some uniform way. There are lots of reasons to
think that new models need new measures, and it is not clear at this
moment exactly what they should be.

That said, we should be thinking about ways for potential
participants to find out more about educational options, to see
families that are similar to theirs using them, to have the opportunity
to have questions answered and concerns allayed. Most people

are skeptical of change (and they are often quite right to be so!).
Knowing this should shape how market advocates interact with them
and support them as they decide to participate.

THE END OF THE BEGINNING

These are indeed exciting times for those who think that markets
have the potential to improve education in America. I'm reminded
of Winston Churchill’s comments after Britian’s victory at the Battle
of El Alamein in 1942: “Now this is not the end. It is not even the
beginning of the end. but it is, perhaps, the end of the beginning.”

Whether we start the modern school choice movement with Milton
Friedman’s 1955 article “The Role of Government in Education” or
the launch of the Milwaukee Parental Choice Program in 1990, the
period from then until now has marked a beginning that opened the
opportunity for more widespread and throughgoing school choice.

What happens next is up to educators, families, and advocates.
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