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A Letter to Readers from the Goldwater Institute
and the American Federation for Children

November 19, 2019
Dear Readers,

or the past 20 years, Arizona has led the nation in providing an array of educational options to parents and
F their children. One of the state’s most successful programs, Empowerment Scholarship Accounts (ESAs), is

now being implemented in other states across the country. The ESA program lets parents use their tax dol-
lars to secure the education model that best fits their individual child’s learning needs, including private school,

online curricula, schooling at home, and more.

While the ESA program has been a game changer for thousands of students in Arizona (and thousands more
across the country), critics of the program have falsely claimed that ESAs only benefit the wealthy. Nothing
could be further from the truth. This research paper not only dispels that false narrative, but it also highlights
who really benefits the most from ESAs: lower-income families who simply want their children to have a better

education.

ESAs and other school choice programs are critical to the success of education in Arizona and across the country.
These programs not only encourage excellence across the education spectrum, but they also provide previously
unavailable opportunities to lower-income families. While opponents of school choice will continue to try to
limit those opportunities, we have an obligation to today’s students and future generations to help ensure their

success in the classroom and after graduation.

Sincerely,
g //}z i
Victor Riches N
President & CEO John S'Chllllng
President

Goldxwater Instirure American Federation for Children
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Introduction & Executive Summary

At the core of the school choice movement is the
aspiration that every family obtain the freedom to
pursue educational excellence for their children—re-
gardless of their geographic location or socioeconom-
ic background. Yet opponents have cast this move-
ment as providing aid to the wealthy at the expense
of the poor.

This claim has been used to galvanize parents and
public school advocates to condemn choice options
as harmful to both equity and the educational system
at large, and it was among the leading arguments
used to defeat the expansion of Arizona’s education
savings account program in the state’s 2018 ballot
measure, Proposition 305.

Despite its political potency, however, this narrative
against school choice is increasingly faltering under
the weight of empirical evidence. As the left-leaning
Urban Institute found in 2019, for example, “the
country’s largest private school choice program [the
Florida Tax Credit scholarship program], which
enrolls largely low-income students from low-income
schools, has a positive effect on college-going and

graduation rates.”!

Now, new findings from Arizona further make clear
that the Grand Canyon State, like Florida and many
others, is lifting up low-income communities through

school choice.

This report documents the success of Arizona’s educa-
tion savings account program—known more formal-
ly as the Empowerment Scholarship Account (ESA)
program—in reaching those who are most in need.

Among its key findings are the following:

'd The average ESA award covers 100% of the
median private elementary school tuition and fee
rate in Arizona, putting private education within
financial reach of even the most economically

disadvantaged.

'J ESA students come from lower-performing, low-
er-income school districts in similar proportions
as public school students overall, and contrary to
previous claims, ESAs generate equitable funding
for students regardless of their economic back-
ground.

'd The 10 districts where ESAs are most popular in
Arizona are overwhelmingly socioeconomically
disadvantaged. The three districts with the high-
est concentrations of ESA students have child

poverty rates more than double the state average.

. ESAs serve hundreds of students from Native
American reservations, where public school
spending can exceed $16,000 a year, yet where
thousands of students are trapped in public
schools rated D or F by the State Board of Educa-

tion.

' ESAs serve low-income, urban communities such
as the Roosevelt Elementary School District in
Phoenix, where more than 100 students now use
an ESA, where most neighborhoods are within
2 miles or less of a private school, and where the
average ESA award fully covers tuition at 80% of
K-8 private schools within the district’s boundar-

ies.

Private Education Only for
the Wealthy?

One of the most frequent questions about ESAs

is whether they are able to bring the high costs of
private school tuition within financial reach of mid-
dle- and lower-income families, rather than helping
only the most affluent. This concern seems especially
reasonable considering that EdChoice researcher
Andrew Catt documented in Exploring Arizona’s Pri-
vate Education Sector that private elementary school
tuition and fee rates reached as high as $29,700 per
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ESA Award Amounts Cover 100% of Median Private
Elementary School Tuition in Arizona (FY 2019)
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Source: Authors’ calculations based on FY 2019 ESA program data provided by the Arizona Department of Education,
excluding special needs and kindergarten students. Median private school tuition and fee rates as reported in Exploring
Arizona’s Private Education Sector (December 2016), adjusted for inflation using Bureau of Labor Statistics CPI data for

private elementary and high school tuition and fees.

year as of FY 2017, with certain high schools costing
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In comparison, ESA awards for non-kindergarten,
non-special education students averaged $6,148 in
FY 2019, clearly too little to cover a private school
tuition bill nearing $30,000. Yet this comparison
turns out to be incredibly inadequate and masks the
true value of ESAs.

ESAs Award Amounts Fund Up to
100% of Private School Tuition

Perhaps the most surprising fact to most about
Arizona’s ESA program is that it is sufficient to cover
almost 100% of tuition at private elementary and
middle schools throughout the state.

Indeed, though Catt finds that private elementary
school tuition can reach $29,700 a year, that number
reflects the price tag of only the most expensive ouz-

liers among Arizona private schools. In fact, the same
report reveals that the median tuition and fee rate at
the state’s private elementary schools was $5,675 in
FY 2017.* Even adjusting this amount for inflation,
that cost rises to approximately $6,139 as of FY
2019, an amount virtually identical to the average
ESA award.’

This means that rather than putting a small dent in
a large tuition bill, ESAs can fully cover tuition and
fees at the majority of private elementary schools in
Arizona, making them affordable to families from all

across the socioeconomic spectrum.

Similarly, the average ESA award covers over 90%
of the median tuition and fee costs of private middle
schools ($6,599, adjusted for inflation). Not until
the high school level does median tuition ($10,277
adjusted for inflation) more significantly outpace
comparable award amounts of an ESA.°
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While variation exists among ESA award amounts
(even among non-special education students), pro-
gram data from FY 2019 makes it clear that virtually
all ESA students are receiving awards that put these
private elementary and middle school tuition costs
within reach. In fact, the median (non-kindergar-
ten, non-special needs) ESA award amount ($6,166)
is slightly higher than the average ESA amount
($6,148), confirming that the findings above apply to

the typical program participant.”

ESAs Serve Students from High- and
Low-Performing Districts Alike

Despite the ability of ESAs to fully cover private
school tuition costs, prior analyses have suggested
that they provide inadequate financial support for

middle- or lower-income families and dispropor-

tionately benefit the wealthy. For example, the state’s
largest newspaper, the Arizona Republic, has featured
an annually recurring story under the following

headlines:

“State money helping wealthier Arizona kids go to
private schools” (2016), “Arizona taxpayer-funded
vouchers benefiting students in more-affluent areas”
(2017), “Vouchers still mostly go to students leaving
wealthier, higher-performing districts” (2018).

As the basis of its findings, the paper has stated

that ESA students “disproportionately [come from]
wealthier and higher-performing school districts. ...
Nearly 70 percent of the money from the vouch-
er-like Empowerment Scholarship Accounts is being
used by students leaving A- or B-rated districts to

attend private schools.”

Distribution of FY 2019 ESA Award Amounts
(Excl. Kindergarten & Special Needs Students)
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Source: FY 2019 ESA program data provided by the Arizona Department of Education. Distribution of award amounts based on
all 2,359 ESA awards for non-kindergarten, non-special needs ESA students in FY 2019.
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The claim that ESA students come disproportionately
from these wealthier and higher-performing districts
is false, however. And it turns out that when actually
measured this way, ESA students are almost perfectly
representative of Arizona’s public school population

overall.

Specifically, while it is true that that the majority of
ESA students come from A- and B-rated districts, so
do the majority of Arizona’s public school students. In
fact, the proportion of ESA students coming from

A- and B-rated districts in FY 2019 (approximately
60%) was slightly Jower than the proportion of public
school students who attend A- and B-rated districts
(approximately 65%), suggesting that if anything,
ESA students disproportionately come from /Jess
advantaged communities than their peers.'® (Since
students from D- and F-rated schools or districts

can qualify for an ESA without meeting additional
eligibility criteria, this is exactly what we would antic-

ipate.)

Similarly, the same Republic analyses imply that
wealthy families receive greater benefits from the
program than lower-income peers: “[J]ust like find-
ings in 2017 and 2016, the Republic again found
ESA awards from students exiting higher-performing
and wealthier schools are much larger: an average of
$15,000 per pupil from A and B schools, compared
with an average of $8,000 for D and F schools” in FY
2018.

In other words, the findings suggest that ESA families
from wealthier areas receive ESA award amounts that
are nearly twice as generous as those given to students

from less advantaged communities.

Unfortunately, while the Republic at least acknowl-
edges that ESA award amounts are impacted by spe-
cial education status, its narrative makes no attempt
to meaningfully clarify that the supposed disparity
in award amounts is entirely the result of the extra
funding received by students who are blind, deaf, or

have other special needs.

In fact, the average ESA award amount for non-spe-
cial needs students from A and B districts was ap-
proximately $6,100 in FY 2019, virtually identical
to the $6,200 average for non-special needs students
from C, D, and F districts. Likewise, ESA awards for
students with severe special needs average approxi-
mately $26,700 whether they come from high- or

low-performing districts."!

In short, this fuller analysis confirms that ESA recip-
ients receive virtually identical funding, regardless
of the wealth or academic performance of their local
school district.

Furthermore, equity within the ESA program be-
comes even more apparent when looking at explicitly

economic data.

ESAs Serve Students from Higher- and

Lower-Poverty Communities Alike

Offcial U.S. Census data (used to calculate Arizo-
na schools’ FY 2020 federal Title I allocations for
low-income students) states that 19.26% of Arizona

children aged 5 to 17 live in poverty.'?

If ESAs equitably serve communities from across

the socioeconomic spectrum, then we would expect
ESA students to be coming from school districts with
above- and below-average poverty rates in numbers
similar to those of public school students overall.
(That is, we would expect a similar percentage of ESA
and public school students to come from districts
with poverty rates above 19.26%, and a similar per-
centage of ESA and public school students to come
from districts with poverty rates below 19.26%.)

The data indeed confirms this to be true: ESA stu-
dents come from school districts with above-average
and below-average poverty rates at broadly equal rates
and in virtually identical proportions as traditional

public school students overall.
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ESA Participants Come From Higher and Lower Poverty

Areas in Similar Proportions as District Students
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Sources: U.S. Census Arizona LEA poverty data. FY 2018 Arizona K-12 enrollment data. FY 2019 ESA program data provided
by the Arizona Department of Education. Analysis includes all ESA student entries associated with a school district. Districts
whose poverty rate exceeds the Arizona state average, 19.26%, are denoted as higher poverty districts, while those below are

denoted as lower poverty districts.

Specifically, 49.7% of traditional public school
students attended school districts with above-average
poverty rates, similar to the 49.2% of ESA students
who came from above-average poverty districts.'?
Conversely, 50.3% of traditional public school
students attended school districts with below-average
poverty rates, compared to a similar 50.8% among

ESA students.

In other words, the proportion of ESA students from
comparatively poorer or wealthier areas closely mir-
rors that of traditional public school students.

While this analysis provides only a district-level snap-
shot of ESA participation, it makes clear that ESA
usage is broadly representative of the Arizona district

school population as a whole.

Economically Disadvantaged Commu-

nities Use ESAs More than Any Other

Perhaps more strikingly, the Census and ESA pro-
gram data reveals that the highest concentrations of
ESA usage actually occur in the most severely eco-
nomically disadvantaged communities in Arizona.
Among the 10 districts with the highest share of ESA
students (as a percentage of each district’s overall
student enrollment), eight have higher than average
child poverty rates. In fact, the three districts with the
highest concentrations of ESA students in the entire
state have child poverty rates more than double the

state average.'*

In the San Carlos Unified School District, for exam-
ple, 111 students participated in the ESA program
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The 10 Arizona School Districts with the Highest Concentrations
of ESA Students Have Very High Child Poverty Rates.
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Sources: U.S. Census Arizona LEA poverty data. FY 2018 Arizona K-12 enrollment data. FY 2019 ESA program data provided by the Arizona Department of Education. Concentration
of ESA students calculated as each district’s total number of ESA participants divided by total district enrollment.

in FY 2019. This translates to 7.3% of the district’s
total K-12 enrollment, the highest concentration of
ESA students among any district in the state. And
contrary to concerns that ESAs chiefly benefit the
wealthy, nearly half (46.4%) of children aged 5 to 17

in San Carlos live in poverty.

San Carlos Unified, like several of the other districts
with the highest rates of ESA usage, falls within
Native American reservation lands, where all stu-
dents are automatically eligible for an ESA. While it
is unsurprising that a higher share of students would
use the program in these districts compared to others
where only select students qualify, San Carlos’ ESA
participation rate remains more than double that of
other student populations who similarly all qualify

for the program."

Indeed, the extraordinarily high ESA participation

rates among low-income Native American com-

munities dramatically undermines one of the chief
arguments put forward against ESAs—namely that
they fail to offer meaningful relief to the most disad-
vantaged.

To the contrary, the 111 ESA students from San Car-
los Unified, like the 117 from Window Rock Unified
and the 128 from Whiteriver Unified—all three

districts where child poverty rates exceed 35%—seem
to have found educational opportunity that had been

absent in their traditional public school settings.

ESAs Succeed Where Funding

Increases Do Not

Moreover, these districts provide an extraordinary
case study showing that the promotion of school
choice—rather than simply an increase in school
funding—may be the key to improving educational

opportunity for many of the most disadvantaged.
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Is More Money the Answer?:
Public School Spending vs ESA within Select

Native American Reservations
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Source: District spending and A-F letter grade data as reported in FY 2018 Arizona Auditor General School District Spending Report. Average ESA Award
amount reflects average non-kindergarten, non-special needs ESA award among students from Native American reservation lands in FY 2019 based on
Arizona Department of Education (ADE) program data. ESA award amount excludes 5% administrative set-aside for ADE and the State Treasurer, which

equals approximately $300 per student.

Whereas the Arizona Auditor General reports that
the average per pupil spending on district school
students statewide was $9,929 in FY 2018, the av-
erage per pupil spending at Whiteriver Unified was
$12,401, over $3,000 more than the state average
per student. At San Carlos and Window Rock, public
school spending rises even higher, to $15,776 and
$16,149 per student per year, respectively.'®

Yet these exceptionally high per pupil spending
amounts within the public school districts have failed
to translate into academic opportunity for students.
Within San Carlos, for example, 100% of the dis-
trict’s schools received a D or F rating from the State
Board of Education. (This translates to over 1,400
students being trapped in failing schools in this
district alone). In Whiteriver, all 5 of the district’s
schools posted a C, D, or F rating, as did the majori-
ty of schools in Window Rock Unified."”

In contrast to the public school spending amounts
that reach up to $16,000 per pupil, the average
(non-kindergarten, non-special needs) ESA award for
students from Native American reservations totaled
just $6,219 in FY 2019,'8 meaning they cost up to
$10,000 /ess per student per year than the surround-
ing public school systems. Yet even at this substan-
tially lower cost, ESAs provide enough funding to
cover up to 100% of tuition costs at nearby private
schools,'” providing students opportunity where

often none existed before.

ESAs Offer Hope to Low-Income,
Urban Families

Just as they have given new opportunity to students
from Native American communities, ESAs likewise
serve students living in some of the most disadvan-

taged urban areas of Arizona’s capital city.
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For example, the Phoenix-area school district with
the single highest proportion of D- and F-rated
public schools (53%)%, Roosevelt Elementary School
District, saw over 100 students participate in the ESA
program in FY 2019.?! Far from a wealthy suburb,
the district serves a student body that is 93% Hispan-
ic and African American, and like many of the Native
American communities above, it has one of the state’s

highest child poverty rates, 29.9%.**

With nine public schools rated as a D or F, eight
schools rated C, and not a single school rated as an
A or B by the State Board of Education in FY2018%,
Roosevelt Elementary would constitute one of the
few cases in which an entire district would likely
receive a D or F rating, triggering automatic ESA
eligibility for all students residing within the district.
However, since the State Board of Education no
longer assigns formal district level ratings—meaning

that analyses such as the Arizona Republic’s aforemen-

tioned report have had to simulate overall district
scores—families within the Roosevelt District do not
enjoy the same assurance of universal eligibility af-
forded to students within the geographic boundaries

of the Native American reservations.

Nonetheless, the 101 students from the Roosevelt
district who opted for ESAs prove that the program
provides a lifeline to highly disadvantaged neighbor-
hoods.

And further, Roosevelt offers a powerful example of
school choice serving low-income families in two spe-
cific ways: providing options that are geographically

accessible and economically affordable.

As shown in the figure below, private school options
abound within the district. In addition to roughly a
dozen tuition-free public charter schools, Roosevelt’s
boundaries contain six private schools serving ele-

mentary and/or high school students. As a result, the
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majority of Roosevelt lies within about 2 miles or less
of a private school, with choice options often falling
even closer when taking into account the charters as

well.

Not only do private options exist throughout the dis-
trict, but 80% (4 out of 5) of private schools serving
K-8 students do so at tuition rates below the average
ESA award value within that district. This means
that any family living within Roosevelt could access

private school education at zero cost through an ESA.

Conclusion

It is clear that Arizona’s ESA program offers oppor-
tunity to students from across the socioeconomic
spectrum. Indeed, not only are low-income Arizona
families finding opportunity to use ESAs for at-home
curriculum materials, tutoring, and other indepen-

dent learning opportunities, they are increasingly

discovering that the program provides enough fund-
ing to pay up to 100% of the costs of private school
tuition throughout the state, bringing private educa-

tion within financial reach.

With the state’s highest ESA participation rates com-
ing from some of its most disadvantaged communi-
ties—including Native American reservations—and
new evidence showing that per pupil spending in
nearby public schools can cost up to $10,000 more
per student than ESAs and the private school tuition
costs they cover, it is perhaps time to renew the pub-
lic dialogue on the ability of ESAs to serve those most
in need. It is perhaps time for Arizonans to once
again take pride in the educational choices their state
offers its families.

Roosevelt Elementary District Public School Spending
Exceeds all Surrounding K-8 Private School Tuition Rates,
which ESAs Can Cover 100%
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Source: Private schools located within the geographic boundaries of Roosevelt Elementary School District; tuition amounts reflect rates for elementary/middle school students as disclosed by
cach institution for FY 2019/FY 2020. Average ESA award amount reflects average FY 2019 ESA value for (non-kindergarten, non-special needs) students from the Roosevelt Elementary School
District, based on Arizona Department of Education (ADE) program data. Award amounts exclude 5% administrative set-aside for ADE and the State Treasurer, which total approximately $300
per student. Per pupil spending and A-F letter grade data for Roosevelt Elementary School District as reported by the Arizona Auditor General for FY 2018.
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