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Education Savings Accounts Help
Students Without Hurting Public Schools

By Steve Buckstein

School choice programs allow students to choose schools or other educational resources
and pay for them with a portion of the tax funding that otherwise would go to the public
school assigned to them by their ZIP code.

While school choice is popular with large segments of the public, opponents often claim
specific programs like vouchers or Education Savings Accounts (ESAs) drain funds from
the public school system, and so must be rejected.

What opponents overlook is that public funding for K-12 education should actually help
educate students, not simply fund specific schools whether or not they meet specific
student needs.

The latest and most versatile school choice programs sweeping the country are Education
Savings Accounts. ESAs deposit a percentage of the funds that the state otherwise would
spend to educate a student in a public school into accounts associated with the student’s
family. The family may use the funds for private school tuition or other approved
educational expenses such as online learning programs, private tutoring, community
college costs, higher education expenses, and other customized learning services and
materials. Funds remaining in the account each year after expenses may be “rolled over”
for use in subsequent years, even into college.

Here in Oregon, this school choice debate will center upon the latest proposal to offer all
K-12 students many more educational options: a universal Education Savings Account
program contained in Senate Bill 437. SB 437 is also known as the Educational
Opportunity Act: The Power of Choice.

So, will this bill drain funds from public schools, or will it leave them harmless while
allowing many students to make different choices? The answers depend on several
assumptions which have now been evaluated in a new review and evaluation of a
universal ESA program for Oregon.

The amount of the ESA deposits is the biggest driver of fiscal impacts. As introduced, SB
437 would provide participating students with disabilities and in low-income households
$8,781 per year (current state funding) in their ESAs. All other participating students
would receive $7,903 (90% of current state funding).

As Introduced, based on the assumptions below, the Fiscal Impact on the state and local
school districts could be in the range of $200 million annually based on the following
assumptions:




m 90 percent of 61,000 students currently enrolled in non-public education would
participate in the program.

m Seven percent of 563,000 students currently enrolled in public schools would participate.

Based on these assumptions, the program has a fiscal “break even” for state and local
school districts combined at an ESA annual amount of $6,000 for each participating
student with disabilities and/or in a low-income household and $4,500 for all other
students. These are the dollar amounts proposed in the -1 Amendment to the bill.

The Figure below shows the net fiscal impact on state and local budgets across a range of
ESA amounts, again based on the assumptions above.

If fiscal impact were the only measure by which to evaluate this ESA program, the Figure
shows that the program is “optimized” at an amount of $3,000 for each participating
student with disabilities and/or in a low-income household and $2,250 for all other
students. Once fully implemented, the program would save state and local governments
$53 million a year.
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Of course, fiscal impact is not and should not be the primary measure of this or any well-
designed school choice program; but it is a political reality that such a program should not
impose a fiscal burden on the state at a time that all budgets are under pressure.

The primary measure of this ESA program should be that it offers Oregon families as much
choice as possible in how their children take advantage of educational opportunities funded
by the state.

The full report, Education Savings Accounts: Review and Evaluation of a Universal ESA in Oregon, can be found online
at: http://cascadepolicy.org/wp-content/uploads/2017/04/ESA_Fiscal_Analysis_Report_April_2017.pdf.

Steve Buckstein is Senior Policy Analyst and Founder of Cascade Policy Institute,
Oregon'’s free market public policy research organization.

Cascade Policy Institute is a tax-exempt educational organization as defined under IRS code 501 (c)(3). Nothing appearing in
this Cascade Commentary is to be construed as necessarily representing the views of Cascade or its donors. The views
expressed herein are the author’s own.

“The primary
measure of this
ESA program
should be that it
offers Oregon
families as much
choice as possible
in how their
children take
advantage of
educational
opportunities
funded by the

state.”

Attention editors and producers:

Cascade Commentaries are
provided for reprint in
newspapers and other
publications, with credit given to
author(s) and Cascade. Contact
Cascade to arrange print or
broadcast interviews on this
commentary topic.

Please contact:

Cascade Policy Institute
4850 SW Scholls Ferry Rd.
Suite 103

Portland, Oregon 97225

Phone: (503) 242-0900
Fax: (503) 242-3822

info@cascadepolicy.org
cascadepolicy.org
schoolchoicefororegon.com




