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Arizona’s private school tuition tax credit program provides credits to individual taxpayers who donate money to finance private school tuition grants. The Goldwater Institute’s recent publication, “Education Scholarships: Expanding Opportunities for Students, Saving Taxpayers Money,”
 advocates extending the program to corporations. 

Although billed as an “Issue Analysis,” the Goldwater paper limits itself to describing a perceived problem and advocating for the organization’s preferred solution. It fails to include a substantive policy analysis and largely ignores the complex educational and legal issues raised by tuition tax credits. 

On Whose Authority?

Instead of building its claims on a solid foundation of independent authorities, Education Scholarships relies upon assumptions that may be solid axioms in libertarian circles but beyond those circles are only conjecture. For instance, the reader is assured of the “common wisdom” that “the private sector runs businesses more efficiently than does government,” and that this principle extends to public schools. In reality, the research on privatization of educational services is mixed at best.

Lacking independent research on which to rest its assertions, Education Scholarships falls back on the passive voice, using phrases such as “…is expected to…,” often with no authority cited to support the claim. For instance, the author bolsters the Florida corporate tax credit plan with the unsubstantiated assertion: “The tax credit is expected to save Florida taxpayers millions of dollars a year.”

When the paper does offer references, the support is often weak or imaginary. For example, footnote 8 cites a Cato report for the following statement: “A survey of the scholarship organizations published by the Cato Institute found that more than 80 percent of the scholarships were awarded on the basis of financial need.” The Cato Institute, however, cites a Goldwater employee as the source for this data point, and offers no hint of its ultimate support or its origin.
 This sort of circular reference amounts to little more than an academic version of money laundering: citing “the guy down the hall” but depicting the authority as independent. 

Pennsylvania and Florida

The Education Scholarships proposal holds up the Pennsylvania and Florida programs as successful programs that Arizona should emulate. These states’ programs have not existed long enough to draw any meaningful policy conclusions, however. In both cases, the tuition tax credit legislation was passed only a year ago, in the spring of 2001.

Legal Concerns

The Goldwater proposal would present legal questions comparable to those put at issue by A.R.S. § 43-1089, the present Tuition Tax Credit law. One of the legal issues raised in a lawsuit challenging that law concerned the question of whether it violated the establishment clauses of both the federal and the state constitutions. The challengers argued that the law unfairly favored private religious schools with state money. In Kotterman v. Killian, 972 P.2d 606 (1999), the ruling majority on the Arizona Supreme Court dismissed these contentions, repeatedly citing the parallel public school tax credit law (seq CHAPTER \h \r 1A.R.S. § 43-1089.01), which allows a credit of up to $200 for fees paid by taxpayers in support of public school extracurricular activities.
 Essentially, the court majority held that, since the tax credit for private school tuition grant donations is not the only option available to potential donors, there is no unconstitutional favoritism of religious institutions; when considered together, the private and public tax credit laws offer fair treatment overall. The new Goldwater Education Scholarships proposal only benefits private schools, yet includes no analysis of the legal problems that this would summon. Nor does this Goldwater proposal explore the fiscal repercussions of a parallel tax credit provision benefiting public schools, should the state legislature determine that its inclusion would be necessary or wise.

Merely a Foot in the Door?

Backers of the original tax credit law initially presented it as primarily benefiting the poor.
 The Kotterman majority also stressed the potential benefits of the tax credit law for low-income residents of the state:

Until now low-income parents may have been coerced into accepting public education. These citizens have had few choices and little control over the nature and quality of their children's schooling because they have been unable to afford a private education that may be more compatible with their own values and beliefs. Arizona's tax credit achieves a higher degree of parity by making private schools more accessible and providing alternatives to public education.

Notwithstanding the rhetorical use of poor families in passing and defending the law, however, the “scholarships” awarded through the tuition tax credit program have provided few actual benefits to these low-income parents.
 Only days before the release of Education Scholarships, its author, Darcy Olsen, was quoted in The Arizona Republic acknowledging the strategic use of poor kids. Olsen admitted that the present system “probably” helps the middle-class and wealthy more than the poor; she also said that attempts to sell the program as helping poor kids would have been “only an angle.”
 

To its credit, the new Goldwater proposal differs from the original tax credit law in that it expressly limits student beneficiaries to those who attended public school in the previous year and who qualify for the federal free and reduced-price lunch program. Even so, some skepticism may be warranted. In the paper, Olsen writes: “This scholarship program is a starting point for reform, designed to assist the neediest students in public schools first.”
 The statement strongly suggests that the new proposal targets poor children only to gain a policy foothold, and that its supporters’ ultimate aim is to ratchet up the system in the future.

No Empirical Support for Key Propositions

As just noted, unlike the grants funded by tax credits to individual taxpayers under the current program, the Institute proposes that grants awarded through a corporate tax credit be means-tested. Grants would be limited to students eligible for the federal free and reduced-price school lunch program.
 The inclusion of means testing raises the question of why tuition grants under the present tax credit program should not also be means-tested. The means-testing proposal also raises important implementation questions.

Olsen asserts that the corporate income tax scholarship credit could, within five years, help send “an estimated 22,500 students, or 7 percent of students participating in the federal school lunch program, to private-sector schools.” The Goldwater report, however, appears to pay little attention to who these children would be and what obstacles they would have to overcome. While Olsen acknowledges that they would have to fund the balance of their own tuition, she does not address the fact that they would also have to fund their own transportation and books and other supplies. More troubling, they would have to clear all admissions obstacles set by the private schools. This means that schools could exclude these students based on academic and religious criteria, as well as through so-called “sweat equity” requirements (that is, compelling parents to donate a certain amount of time to the school). The institute’s proposal would have been much stronger had it addressed the implications of such exclusionary policies and the issue of whether they could deepen divisions and exacerbate social inequities. 

Finally, one must ask, “What about the other 93% of these students?” This question raises another key omission of the Goldwater document. In lieu of the present libertarian assumptions about the workings of the private market, the reader could have benefited greatly from a review of the literature about the actual benefits and detriments of privatization. The key positive finding of such research is that parents who take advantage of school choice appreciate the freedom, and they perceive the chosen school as preferable to their child’s old school.
 Moreover, while school choice does not seem to have generated the sort of widespread innovation that advocates initially theorized, there do exist some impressive examples of innovation.

On the negative side of the ledger, school choice mechanisms appear to stratify children by income, test score, special education, and race.
 Research suggests that the parents who actively avail themselves of choice programs for their children have higher levels of education than those who do not.
 If this tendency were to hold true under the Goldwater proposal, one would expect the 7% of federal lunch program students who are awarded these scholarships to have more highly educated parents than the 93% of this subpopulation who remain in the public schools. As such, one can see that the proposal may do little to benefit the great majority of low-income students. 

The key, of course, is what happens to those 93% of low-income students who remain in the public schools. In the Goldwater proposal, Olsen describes an optimistic scenario:

By infusing the state education system with dynamic, competitive forces, the program has the potential to benefit all students, not just those who receive direct scholarships. As more and more families exercise choice, educators respond by improving their services to attract and retain students. When parents choose schools, schools that can’t teach will be shut down and schools where children excel will flourish. That process raises the quality of education for all children in all schools while improving fiscal responsibility to taxpayers.

Unfortunately, this is not the way school choice has played out in the real world, where the best teachers flee from choice-disadvantaged schools (those losing students), as do the most efficacious families.
 These schools, faced with the loss of funding, teachers, students, and morale, are in no position to “respond by improving their services to attract and retain students.” Instead, they tend to spiral downward, taking the left-behind students with them.

Conclusions


Vouchers, tuition tax credits, and school privatization in general are highly charged political issues. They implicate deep value judgments about the role of schools in a democratic society. As such, one wonders, when reading the new Goldwater proposal, what is the “end game.” Where does the privatization stop? Why not push all students into privatized schooling? Is the state heading toward a bifurcated system where the public schools serve only as warehouses for those with no financial means to flee to private schools?


Likewise, when Olsen describes the “elastic” ability of the private educational sector to expand to serve a growing number of students, what sort of market is she envisioning? Will these be “McSchools” – chains designed for efficiency – or truly innovative and exciting facilities? The wealthy will demand the latter; but what will low-income families have for their choices?


Elements of the Goldwater proposal may be worth further study. As noted earlier, the state may want to consider amending the present law to include means testing. And the state may also want to study ways to involve the business community in charitable educational activities. But little in the present proposal offers empirical support for the proposition that this is a sensible way to channel that community's financial contributions. While there is real value to policies that encourage corporate generosity, little is gained from a policy that merely gives corporations the power to redirect tax money that is otherwise targeted for public purposes.
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