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Names HANK: —-- And so what I have done is that I have out-
Tape 1 lined those six areas and suggested that in addition to the
Side 1

private goods aspect, these are areas that we are concerned
with, are trying to give rationale and to show the relations
between those concerns and education. That list is not com-
plete. It is not meant to be rigorous, but it is meant to
show that we have to go beyond just hyper&oi@ on this and
discuss concrete issues. And I = . try to get back to this
later when I talk about some of the types of public good
outputg and issues of privatization.

Now one of the problems that we face is that there
may be.overiap between some of the private and public goods
and there may be divergence. AaAnd I Would say that prokably
there is some of both, and this in itself creates an
interesting area of debate and of concern because clearly
people have values, have, you know, given trade-offs, given
welghtings, given conflicts among public and private goals
ﬁ; and,'even within public goals, trade-offs have to be

.made.
Well, how does this happen? Okay. Let's go back

to the early common schools. I explained that there was an



historic tension between these two basic rights, the rights
tg/produce a democratic society and the social obligation
to do that and the use of schooling as a mechanism, on the
one side, and the right to provide the kind of influences
and child-rearing that one deems f£it for one's own children.

The common schools solvejthis in a fairly in-

| e

teresting way. What they did is they made schoo%ﬁcompulsory
and they put some structure on the nature of the schooling
experience. But beyond that, there were a number of features
that enabled various kinds of private choices or private goods
choices, more specifically. Some of these are private cholces,
because, of course, some families could choose private schools
and did choose private schools during this period.

But even among the so-called public schools or
common schools, they were characterized by democratic
localism, as they were democratic but democratic locally.

Now what did that mean? Well, it meant that they were
locally governed, that they were largely locally financed:;
for all intents and purposes, you could say they were
locally financed. And so the kind of schooling provided
reflected, first of all, the wealth of the local area. There

were vast differences in terms of the finances available for



education from area to area, poor populations in general
having a lot less to spend for their schools than'wealthy
ones. I don't want to get into the question of what were
the commercial ?*otgbkﬁm; that they could use because in
the nineteenth century that was much rarer than today
where you have some poor in wealthy school districts.

The content of the curriculum reflected generally
religion, the dominant political practices and beliefs,hviﬁg
and these are well recognized in the literature on education
in the nineteenth century. O0ften language -~ go, for
example, to Milwaukee, and you will find German students were
in German-speaking schcolsﬁﬁﬂ about 1920. 8o often the
language instruction reflected the dominant ethnic group in
that area.

You can find -- again, a lot of work has been done
-— you could find Lutheran schools in Wisconsin, private
schools that didn't look any different from public schools
around New Bay. They hired teachers on the basis they were
were Lutheran; they did uphold Lutheran practices; religious
observances in schools were Lutheran, so on and so forth.

We know about segregation of races. Teachers

/
could\NEngé if they did not support the political views
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of parents, so on and so forth. K bbﬂeézfm‘ gtar.@& L
\ WW
Now the third alternative, of course} --/and that
ig one that is more predominant today -- was of speech;

so let me mention the%&w@é;ﬁlternatives for getting kind of
private goods you wanted to out of a school and going to a
private school -- being in an area with other people like
yourself and therefore being able to influence the practices
of the schools so that they reflected the wishes of the local
community, democratic localism and = 7?7 - , Dot
really an important mechanism, I would say in the 19th Century,
but certainly it is there.

The 20th Century =-- I'm giving you two centuries
of history in about ten minutes here -- was replete with
legal and political challenges to the system.

First, there were controversies over the establish-
ment of the right to satisfy compulsory fequirements in
private schools, and that was ultimately decided in a case
in the 1920s in which it was deemed constitutionally satis-
factory that people could satisfy the compulsory requirements
by sending their children to private schools. But beyond
this, there were very imporant social movements, using

courts and legislatures, to try to make the schools more



uniform, more democratic, more open to eguality, to what
was perceived as equal protéction under the law and so on.
And these led to the precription of religious practices,
certainly to de jure segregation, the right to freedom of
expression of teachers and students, qualified by the fact
that neither one can really disturb the educational proaess,iﬂj;
yoﬁ?g%}eedom of expression within that particular stream. And
then, as we all know, school finance equalization, programs
hauo cappsal

for the disadvantaged,pgender equalization and sc on. And
before’this, under democratic localism, théée things were
left to the discretion of local entities. And so there were
vast differences and,depending upon the community one lived
in, if one felt comfortable in that community with those
values, the schools would also feel comfortable generally.

So as we get to the latter part of the twentieth
century, we start to see an emerging uniformity imposed
on schools with é tremendous loss of some of the private
goods that people had taken as a right, given the legitimacy
of this overriding right of being able to influence the
upbringing of their children.

Now I stop here and say I would like to recast

the issues. Normally when people talk about privatization --



and certainly this is what came out yesterday ~- privati=-
zation of education means vouchers or a mechanism to move
production of education from the public sector to the private
sector,

And what I have suggested is that that is not as
useful a way of thinking about the problem as thinking about
the problem in terms of looking at ?rivatization as expanding
the output of private goods in the schools, while still
expressing a deep concern for the public goods output
and particularly those that are—broadly associated with
the production of a democratic society.

Now this acknowledges that to a large degree
public and private goods represent joint products of the
educational production process and that virtually all
schools produce both types of goods. If you take the least
democratic private school, so to speak, you would probably
find a few areas where we would say that is important in
terms of public goods output. And if you were to take
the most rigid public school with the least input of parents,
students and all of that, you would still find that probably
thoge schools do enhance the earnings' power in their
students and by'other kinds of private goods, so that I am

going to start off saying that there is a spectrum and both



schools probably produce both types of goods to a greater
or 1esse£ extent.

But as soon as we cast the issue in this way,
then the issue becomes one of maximizing social welfare.
That is, given a set of resources, given various production
possibilities, how does one organize education to maximize
gsome social welfare function in which there are both public
and private goo« arguments and bhoth are important?

Now another way of looking at that in terms of
privatization, specifically we could say: Can private
goods bhe expanded without the loss of social goods or to the
degree -- and this is my opinion -~ that we can do a lot
more even on the social goods' sides, particularly among
disadvantaged in the society, can both types of goocds be
expanded? That is, are we nowhere near the production
frontier or is that attributable to the way that we have
organized educétion, presently organized education?

Okay. There are clearly two alternatives, two
major alternatives for doing that. One is moving in the
direction of the privatization as people have defined it,
that is, increasing the private production of education.

The other alternative is moving in the direction of trying



to provide additional private goods through the public
sector, broadly called public choice models and certainly
in the public choice tradition, within the tradition of
that literature.

And so we can look at these two alternatives.
Let me just examine scme of the data guickly. They are
in the paper. But one argument that might be made for using
my social welfare function argument is that private schools
are just more efficient than public schools, that perhaps
one can regulate them, but in addition one gets the benefits
of choice. One gets the benefits of competition, competitive
efficiency, and we all know about that; even those who
don't have much religion, at least they accept those
arguments.

(Laughter.)

HANK: It seems to me that is a major argument.
Aand so one thing is to look at the evidence. Now the
evidence is often presented as if vou look at certain schools,
usually'Catholic schools. that the costs are a small fraction
of what the public schoolg are. E. G. West has has made
some statements. Heritage Foundation has come out with

%ﬁa@hﬁ making those statements. American Enterprise Institute



surprisingiy has come out with that kind of flippant evidence.

But, of course, when one looks at the cost, one
finds that there are two entirely different accounting
schemes involved here. In the public sector, you have the
public sector accounting scheme, which doesn't account for
everyvthing but it accounts for almost all of the direct inputs
at market prices.or one could call prices with vents built
in because it's in the public sector. So people will say
they are not market but they are above market, and that is a
whole other issue.

But the important point is that the kinds of com-
parisons or tuition, for example, in Catholic schools tend
to be very low, but they don't cover all the cost of the
service by any means. The true costs are also borne by the
community. They are borne by those people who play bingo.
They are borne by those people who put money in the collec-
tion plate. That is a financing issue; that's not a cost
issue. They are borne by the teaching nuns and brothers
who have very low salaries and, if you look at the market
value of services that they are providing.with what they are
receiving, there is a diSparity. So we really don't have

good evidence of cost differences once one takes those into
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account.

Indeed, there is one thesis. Some of you know
Ernie Bartell. Bartell wrote a piece under Muskie at
Princeton in the middle 1960s on the cost and benefits of
Catholic education, and he found it was extremely difficult
to account for the cost. But what happens is once you do,
the costs approach those of, let's say, comparable public
schools.

The important point here is that there is not a

Comp g,\ilﬂa
lot og/ev1dence

of real cost dlfferences And to further
compound both the problem and the inappropriateness of these
comparisons that we have seen, the product mixes are very,
very different. HNow let me +iust give one example. If you
look at Catholic schools -- and we haveaVW§W3C&A@0n Catholic
schools than any other group -~ what you find is very few

0of them offer vocational education, that they are mostly
more general in academic educatior as one might expect,
and the provision of special education igs almost non-existent.
It turns out that those two services are very, verylexpen—
sive, extremely expensive depending upon the type of

student. Any handicapped student can cost from two to even

ten times what a regular student costs. And in some school
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districts in some of the cities they account for about 12
percent of all students.

Vocational students, whatever one thinks of
vocational education, it's a lot more expensive and it depends
upon the curriculum. Whether a school should provide b or
not is another matter. But the point is that the existing
data are very different product mixes, service mixes in
the direction of much higher Fdevmﬁﬁa— costs one might say
in the public sector where the private sector would choose
the kind of students it‘services and, therefore, it does not
provide these very costly services.

Mylconclusion is that there isn't a lot of evidence;
if one just looks at productive efficiency on the cost side
for the moment, there just isn't evidence of difference one
way or the other.

Now in recent years there have also been
comparisons of achievement, and those have gotten a lot of
attention in part because newspaper reporters don't know
the difference between a statistically significant finding
and a gignificant finding. All the findings, whether one
likes them or don't, are third degree small, as my expert,

Harry Kahn,would say. It's his way of talking abou% things
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aren't worth talking about. They're really not worth
talking about.
{Laughter.)

HANK: If one looks at the longitudinal evidence

from -- and this is from the Coleman debate, Coleman et al.,
7
or Goldberger, and Glen Cain had been involved in that -- one
AL E s L
finds, first of all, a lot of\wethodologiecat debate on this,
Let me just mention two things: first, selection effects.

It's true that you can control statistically for the race
of student and for perceived family income or reported
family income, but the gquestion is in the inner city 1f you
have blacks in a particular income class, which ones are
deliberately and at great effort sending their children to
private schools and which ones are just in the neighborhood
school? That is, to what degree is there a selection effect
evident in behavior, which is gquite different than just
random assignment as we want in experiments of people with
the same characteristics to two types of interventions?
Another one is that Coleman assumes that the
choice of studies is endogenocus to the system. So, he
assumes that if you look at high school kids in the public

and private sector, it happens that most kids in the public
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sector, a very large proportion, are in academic tracks.
The remainder are pretty much in general tracks, a very few
in vocational tracks.

In the public schools there are a large portion
of vocational tracks and a larger portion, generally
relatively small portions, in academic, and his point is, no,
parents just send their kids to private or public school;
the school decides what the child is going to study. That
seems at odds with the decision model that T know in Pailo
Alto where parents with academic interests are likely to
send their children to private schoolgs because of an
academic concern perhaps, that they believe that private
schools are going to do better or the child is not doing
well in public schools, as opposed to, gee, it doesn't
matter what he studies. I mean, they are very concerned
about whether theilir child is geoing to get into a good
college, something of this sort. And the point is that once
you weigh curricula that don't emphasize academic skills,
vocational curricula in your student mix in the public
schools, but not in the private schools where the students
are studying the subiects you find in the exams, you pretty

much accounted for all the difference that Coleman found.
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That is the difference between assuming that tracking is
exogenous versus endogenous to the model is enough to wipe
out any difference without even going into Goldberger's
concerns about selection effects and so on and so forth.

But let's take the largest effect now. They have
done some longitudinal analyses because there is another
wave for these data. These kids were sophomores when the
first studies came out. When they were seniors, they tried
to look at the test score gains. They are much smaller
because that in itself partially controls for selection
effects. But the largest is pretty much about one-tenth
of a standard deviation, highly significant in large numbers
of students in a statistical sense.

Well, is that significant in a social sense? Well,
first of all, essentially what you are saying is that the
average child in private school without solving this problem
of selection effects is scoring about the fifty-second
percentile where the average kid in a public school, again
trying to control things but not fully having resolved this,
is scoring at about the fiftieth percentile. And to me
we have overlapped. The fact that 48 percent of public

school students have higher achievement than the average
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private séhool student, to me that is fairly remarkable
given the way that the newspaper findings have sometimes
been interpreted.

But the other thing is that, even this maximum
effect of one~tenth of a sigma is pretty small. It's
equivalent to about ten points on the SAT and I suspect that
is not going to bé the difference between going to Trenton
State and to Princeton University.

It's one day a year additional employment out
of 40 days. In the samples we are dealing with these are
another study done by the NBR Group and they follow kids
longitudinally the class of 1972 b@causékgé loock at employ=-
ment and earnings and earnings functions and so on. What
we find is that this would account for about a day of
additional employment a year out of 40 days on the average
of unemployment, this kind of difference in achievement. And
it would account for about a few pennies an hour, maybe
thr@e cents an hour in terms of earnings, using today's
average earnings as opposed to the earnings between 1972
and 1976 in their study, but using their structural eguations
to estimate that relationship.

Now moving beyond the efficiency in the production
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of private goods, let's go to the public goods. Basically,
I have suggested that there are three models, three ways

of looking at this. One model is implicit in Musgrave and
at least in part of Friedman. Friedman is of a mixed mind
on this, but it's the notion of minimum provision. It's
the merited argument of Musgrave in which, ves, school will
be produced in the private market but not enough because
it's so meritorious.

It turns out that Musgrave's argument tends to be
more a distributional afgument than just the amount of good
produced, but he never really spells it out. I guess it's
somewhat surprising because he does say quite a bit about
education.

Friedman, on the other hand, says something rather
interesting. He does say that there is a minimum that is
needed to satisfy neighborhood effects. He argues that =--

and I have that gquote from his article, which is quite a

strong one -- he argues that ~- I believe it's on page 27
that ~- essentially what he says -- oh, yes, "A stable
and democratic society™ -- this is a guote -- "is impossible

without a minimum degree of literacy and knowledge on the
part of most citizens and without widespread acceptance

of some common set of values". Now Priedman assumes that



17

that can be satisfied pretty much by some minimal amount

of schooling. If you talk with him personally, as I have,
he thinks that that is elementary school and anvthing beyond
that, the marginal social benefit goes to zero almost
immediately beyond elementary school, and the marginal
social benefit beyond a very low expenditure. Friedman's
voucher would allow parents to add on, according to their
tastes, simply because the marginal social benefit of
additional expenditure on schocling reaches zero very, very
quickly after you have gotten a very minimum expenditure.

I asked him how much? He said, "Well, look, that's
something we would out empirically, but anyway that's
basically the way it works".

Okay. Beyond the minimum provision type model,
there is what I call a joint product model where it's just
a matter of manipulating the portions in terms of the outputs,
the types of outputs and their proportions, and one Jjust
moves resources in one direction or another.

I have mentioned that some of the problems with
that model are very high transaction cogts. 1Indeed, I have
written about a very specific voucher plan that was proposed

in California in the late 1970s, and just looking at the
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transaction costs implicit in that model, it turns out that
it's a very, very costly social model. And so you need
very large gains in terms of efficiency to compensate for
that.

There are also other issues -- the danger of just
moving this into a regulated industry, and I doubt whether
there is anyone around here who would get excited about
moving from public industry to a highly regulated industry
and seeing that as being a major gain.

Let me move to the final one, which in some ways
I think is the most problematic, and that is that the method
of production, whether it is public or private, may itself
be intrinsically tied to the output of at least certain
social goods. Now what do I mean by that? Well, T give
a very important example of schools and where we have
empirical documentation that schoolg do make a difference
in terms of political socialization. It is extremely
important in a society where we come from very different
backgrounds, ethnic groups, racial groups, income groups,
the regionalism, et cetera, et cetera, that there is a
process and a mechanism to resolve differences. That is,

we may not all agree, but at least we have to agree on a



19

mechanism, on a discourse and on a way of resolving these
differences so we can live together. That's essentially what
democracy is all about. And the schools are an important part
of that.

Now a major aspect of preparing P@%N?‘ﬁbﬁxbybu
cannot find another major institution that prepares people
for that. And it doesn't come from the air. We are not
born democrats. In fact, I would argue almost the opposite,
but that's a human nature issue.

{Laughter.}

HANK: 1In any event, the empirical literature
and just common sense would tell us is that exposing children
to a diversity of viewpoints and discourse and ways of
resolving those becomes a very, very lmportant matter of
inculcating the notion of democracy and participation at
democracy.

Okay. Now, on the other hand, the market, one
of the major advantages is that parents can choose the
kiﬁd of school for their child. That school can reflect
political, religious, philosophical wvalues. Most schools
in America, %gmﬁiar@ empirical studies of school choice. Most

private schools are chosen not because of the academic
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achievement but precisely for the reasons that I have just
mentioned.

And so what you would do is set up some unrealistic
expectation. T mentioned that I would find it very unrealis-
tic for Catholic schools to debate the benefits and detriments
of abortion, of white power schools to debate the issues of
race, the fundamentalist evangelical schools to debate
questions, a lot of guestions, but certainly the gquestion of
creation or evolution. That is, the whole purpose of sending
your children tc those schools is not to expose them to‘the
other viewpolnt, but rather to give them pure doctrine, so
that they get the same kind of values in the school that you
are giving them in the home because those are true values
and parents really believe in those values understandably.

Thus, what I am arguing is that the very appeal
of the private market in satisfying private wants is going
to undermine the production of certain public goods, public
gdods which are considered to be very important ones.

Now should private production be prohibited? That
is, what I have said is very strong. And one implication
is that it should be, and again I'm not going to talk about

this as a constitutional issue because we have a whole bunch
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of people in back rooms that decide that, but it's a policy
issue. And my answer is it turns out that the present
resolution is probably okay. and the reason is ~—- my wife
is in public health and so I am constantly bombarded with
epidemiological stuff, and given the spread of AIDS in
the San Francisco Bay area, that becomes a fact of 1life too
-- it turns out that the epidemiology analogy is a very
interesting one.

As you know, when one person is immunized, there
ig a private benefit, but you also reduce by a very small
amount, of course, the risk to susceptible persons who have
not been immunized. Now logically you would say, "Gee,
everybody has got to be immunized before you approach it".
It turns out that you approach complete protection at values
considerably below 100 percent, and it depends on the
digease and it depends on the metheod of transmission and
that's what becomeg so complicated in AIDS. No one has
really worked out the mathematics, no less the statistics _

' (P Las@nl- K mowh

of the epidemiology of AIDS. But I mention that hm/%indings,
that diptheria, once vcou have incculated 70 percent of the
population for diptheria, you have reduced the risks to

virtually zero for susceptibles. It's about 90 percent
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for smallpox. It differs from disease to disease.

Private schools account for about 11 percent of
involvement in the U.S.

(Laughter.)

HANK: A lot of these schools I mentioned do
produce some democratic outputs. There are certain academic
schools that do, in fact, promote diversity and some of
this. So my feeling is that Jjust, you know, back of the
envelope calculationé we are probably okay.

{Laughter.)

HANK: But when people start to talk about a
vast expansion and particularly along existing lines, which
are religious, political and ethnic, I should mention that
the largest growth industry in private schools are the
evangelical/Protestant schools and the growth rates are
phenomenal. We don't have a complete fix on them, but
they appear to be exponentially right now at 20 to 25
percent a year. Well, obviously, that can't be sustained
forever, but the important point is that --

A PARTICIPANT: Miracles can happen.

(Laughter.)

HANK: Okay. Let me finish up. I'm running
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out of time.

What I argue is that we can expand privatization
by increasing the output of private goods within the public
sector; a public sector that does take into account the
social goods, in my view, would have to do a lot more on
pushing the public sector -~ this is another problem -- in
terms of the production of social goods, but that to me
the only feasible solution consistent with the criteria
that I have set out is to provide much more public choice,
and I have mentioned a variety of devices -- school self-
governance, open enrollments both among and within districts,
establishing schools of choice that meet . the social goods'
requirements, but also provide specialization in various
areas, post-secondary options. Very interesting; Minnesota
is doing this now. 2Any high school student can enroll in
any post~secondary institution, especially important in
rural areas where the offerings are fairly meager in the
public schools. Mini-vouchers ~-- and there is a big
problem with the Administration's present proposal, which
I have written only one sentence in the paper, their
problem, these are private contractors and so on.

Okay. I finished the paper with a special case
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of the disadvantaged. I won't go into that, just to say
that there do not seem to be any simple or easy answers
to the disadvantaged, least of all moving towards the
private provision of education.

Thank vou.

THE CHAIR: Thank you.

I am now free to time myself and I will try not
to take advantage of it.

I think that Hank's paper is the broadest and most
pragmatic application of what public press literature has
to say in developing an educational format than anything
I have seen. And I think it's a real contribution in that.

What I would like to do is a few things, is, first
of all, to amplify two things connected with the discussion
of the social or public good description that you give.

I was struck yesterday by the fact that Dick Nelson's
paper and then the Chamberlain-Jackson paper both had
education as a significant example and component of what
they were discussing. And then even in the discussion of
the Koblokoff paper and Bielberg, Held and Pauley paper
we wandered off into the discussion of the commonalities

of these problems in connection with education.



Regardless of our ability to document whether or
not there really are public goods and what the nature of
the public goods are is just clearly a preference in this
country and whatever country, developed as well as
developing countries, for not treating education as a good
like tomato soﬁp. It's a purchase in the same way as
tomato soup.

I think where we have a lot of problem is trying
to empirically document these public good and social good
qualities. You give a list of them, but when it comes to
really finding the hard evidence, it's not so simple and
I think that there are a couple of them, of public, good
ones, that you may have missed that are a little simpler.

You refer, for example -- and it'*s standard --
to the increased democratic, political participation in a
democracy. But, you know, we have declining voter regis-
trations and an increasing number of our people, of people
ih the country, the surveys show, don't know the name of .
their President and their Senators. Yet, we have higher
levels of total education. Now that's not controlling
for everything, and I understand that, but the evidence

does not suggest -- doesn't work in the right direction.

25
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We talk about the public good aspects of education
as providing equality of opportunity for your future life
after education in terms of earnings. Jenks and others
don't really document that it is education which is the
significant, and certainly quality of education which is
the significant, contributor to this.

We talk about cultural and scientific progress
that, if we have more educated population, it's going to
contribute to the welfare of the country in terms of moving
the production possibility frontier out., But it's not so
clear that what we shouldn't do is put all our resources
on the best and the brightest and then we would really be
able to move that production frontier out, and it's not
so obvious that publicly educating everyboay is really the
public good. That public good, in fact, if I recall
correctly, Thomas Jefferson when he was Governor of Virginia
and issued his first statement on public education said that,
"Those" -~ I think I have this right -- "We need to give
public education to those who are endowed with genius and
virtue". And the emphasis was all on the best being
educated.

I'm not advocating these. I'm simply saying it
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ign't obviocus that public education produces that public
good. Socialization, which you mentioned now), the common-
ality of it, the contribution to commonality: If we look
at the last 25 years in this country, certainly social
psychologists would say that the social fabric has con-
siderably thinned. Again, that's not controlled for a

lot of other events which are happening in the country, but
it doesn't support the public good aspects of it.

What we can document is a few public good
aspectsg; that ig, we know wherever we look.that increased
education is associlated with increased mobility. 8So to the
extent that we have a more mobile life before us, we are
contributing to the efficiency of the ocutput of the country
in many ways, and that is documented as a public good.

And certainly across the world more educated populations
are assoclated with higher GNP per capita or GDP per
capita or whatever you want to use as a measure.

I think that people may have a preference for
having some service as something delivered as a public
good even though 1t isn't documented so. And I think that
is because in this particular area what people want is

equality of access to schooling, even though access to
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jﬁhat éérﬁice -- you may not be able to document that
access to this service produces the result.

What I am saying is that we always search as
we are looking for documentation of public good for the
verification that if you deliver the service, there is a
public good which comes out at the end or a social good.
I am saying that even if that's not documentable, the
evidence all around is that people want access to the
service. And while you don't want to use the judicial
system -- and I agree with you, it's coming to play because
the legislators haven't done their job -~ nonetheless the
Rodriguez, San Antonio case, the education case that went
up to the Supreme Court gives the one definition of
education,which is constitutionally supporu535, is access to
education. It isn't differential expenditures. It is
not a federally-constitutional issue, but whether or not,
if someone was not admitted to the educational system,
“that is a violation of the Federal Constitution.

So I think that vouchers -- what I am really
saying here is that vouchers and tax credits as proposals,
as privatization proposals may -- and you don't come out

for them, but I am Jjust saying that I think there is
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another nail in that coffin -- they may spread some of

the wherewithal, but the ébility of using them is not
going_to give as much egual access as the current system,
aAnd therefore, I think, because it weakens the perception
of equal access, it is a serious problem associated with
them. Wherever you look, egual access is something

people document and want; even though vou may not be able
to document the ones you have entered, it's doing all that
much good out there,

Secondly, in the discussion of public goods,-I
think the -~ and vou don't discuss this much in the paper
-- is the perceived importance of equality of educational
résources;f Again, successful or not, the fact that you
are receivihg an equal amount of resources turns out to be
a very important issue. I might say that it is not an
accident that it is very hard for those whb are doing
research on expenditures and in relation to outcome and
so on to find the data on expenditures by school; that is,
the school districts are required to issue budgets, but
try to gét the expenditure data for each school.

The School District of Philadelphia issued it

for two years and they learned what the problems



associated with that were because parents of every school
took hold of tbeif school set of sheets to see whether
they were getting the same aﬁount as everybody else

and, of coursgse, where we may know that because some
teachers are more experienced in one school than another,
the resources aren't going to be the same. But that's
not what parents look at. If another school gets a
certain amount of dollars, that's what they want to get.
If a certain other school has per capita teacher/student
ratio, that's what they want to have.

Again, the issue here is that, even though vou

can't document ~- and you certainly can't document -~ that

egquality of resources is going to be the best thing for
e&ucational)outcome -- in fact, in somé cases, it'g quité
ciear that;;ou have a very handicapped child and a very
bright child and you provide equéi resources, there is
no way you are going to get egual outcome.

But it is a public good, as people define
democratic access to education, that they have equal
access to resources and, in fact, there was a case

in Maryland, Somerset v. Hornbeck in 1981 where the

Maryvland Circuit Court actually issued a statement which

30



31

said that in the State of Maryland equal educational
opportuniﬁy will be defined as mathematically equal
dollars per pupil across the State. It was, however,
it's only fair to tell you, overturned --

(Laughﬁer.)

THE CHAIR: =~ at the Maryland Supreme Court.

Now I think essentially any movements in the
direction of privatization again accentuate the differences
in expenditures, and thét that is going to add to the
problems'of the two public goods that I am identifying
here -- oOne is equal access and one is equal resources,
as people see them.

The third point I would like to make in a
sense workélin the opposite direction. Public goods,
there is a great deal of difficulty in measuring public
goods, and I think that the paper needs to deal with that
in your file agenda that you have as the recommendations
for what public choice would suggest, given that we are
goiné to retain a public system, allowing private schools
to exist. You have an agenda for curriculum and changes
in curriculum.

But I think we have to address this guestion
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of the measurability of the public good aspects of each

of these proposals, because I think that if you look around,
vou see that whether or not_there is a public good, in
part, or the perception of a public good in a sense ig in
the eyes of the beholder. It depends who is the principal
and who is the agent involved in this.

The principals who have measurable things to
receive have more power than the .principals who don't'
have measurable things to receive. Your list of agenda
doesn't deal with the guestion of _— I mean, we all know
that the whole problem oﬁt there in the public sector
is accountability and so on, but there is a difference
in that some things are more measufable than the other.

For example, what you have is teachers where
teachers are the principal, that is in the sense that they
receive the resources from the principal of the school;
therefore, they are the principal. In receiving resources
it's wvery clear that the? can measure that. They know
exactly how many more, how many pupils they have in front
of them and how many resourcés, dollars th@y get for books
and all of this kind of thing, and, therefore, what they

want is more.
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On the agent side, in the delivering of teaching,
however, we have a lot of problem measﬁring how good they
aré at teaéhing, and therefore we have a great‘problem in
maximizing the public éood aspects of that part of the be-
havior of the power. Administrators, similarly, as their
‘role as principal, receive resources from the school district
and what they want is more and larger responsibilities.
School systems have faken on every need of our society érac*
tically from feeding and health, and now they are eager to
take‘on day-care and extend it. They ;an measure.those
resources and moraq:b%ggg‘it comes to the delivery end,
which is the real public good that somehow we are after here,
we can't measure that. So the power is in the part -- the
power of the principal relates to whether or not they can
measure it; and they have got more power if they're dealing
with ‘a good which is measurement. So they have more power
to get more resources; they have more power than they have
to deliver high-quality education at the other end.

What's not clear, it seems to me, from your list
is whether or not your proposals of mini-vouchers, access
to other post~secondary schools and the like are going to

provide the incentives if we can't deal with these measurability
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problems. You give a list of proposals which in a sense are
consistent with public choice literature. They expand the
choice. But if you can, the real choice that is expanded,
the purpose of expanding choice is to improve the outcome
of the delivery of education. and what I am saying is that
if we can't measure some.of these things, I think we will
continue with the dominance of only those things which are
measurable, and I don't think we have addressed them, the
real incentive problem which is in education.

| and finally, a smaller point here, I think there
should be one more item on,the list of things that one
is suggesting, that is you don't really refer to any new
fiséal arrangements that would be associated with this.
And I think that if you are going to have more local con=-
trol, more locally determined access to all these options
which you are proposing and it is to be consistent with
equal distribution, then I think the state distributional
formulas for education are going to have to be reexamined.
The more choice yvou are introducing into the curriculum,
the more capability for local communities to be forthcoming
with this choice are going to be needed.

In summary, I think that public goods in education
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need not be documentable by the usual list of public goods,
that there are some which are left out, which in fact

turn out to be the ones that-year—in/year—out-turn out

to be what =-- recognized as public goods.

Second of all, I think that much of the conflict
that we see in education =--

MR. SHANKER: I will comment on a different light
than we have had before and as valuable and I am sure will
be discussed beyond this conference in terms of new angles
that it raises.

I would like to deal with a number of points.
First, I think it's interesting that we're discussing this
issue and meeting at a time in regard to this country's peri-
od of almost four years of education reform, and Governors
have just met and put out a report called the CGovernors'
Report of 1991,indicating that they are committed for
at least another five years, and to raise the guestion
in the context of the issue of privatization: What are
the chances that a nation made up mostly of private
schoolszwuuwengége in public discussion bengie to
take public action and get the states to bring about

improvements on a national basis?
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It could, of course, happen;the issue then would
be the amount of regulation that these private schools
- would take from the public government. But it's interesting
over the years that in Great Britain where there is public
support for private schools, afﬁﬁ%ﬁé? of private schools
and also choice and the government runsg schools in terms
of places that are vacant, one of the groups complaining
most that it ié impossible to bring about improvement
and change =z groups of parents, who freguently contrast
the parents organizations in the United States with their
ownn. That is, if everyvone who doesn't like some things,
switches and nobody stays to fight, and we have in this
country still a little bit of question as to whetherlall
these reports can result in any real differences, but
at least we see in these two countries--the country that
has the greatest choice seems td have a smaller amount of
movement in terms of public initiative.

Of course, there are countries like Holland
where about 85 percent of the kids go to publicly-
supported private schools, but those are very, very
heavily regulated. There can be no differences in

expenditures in the two systems and essentially they
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are both public systems with few very, very minor differences.
I think also the interesting thing is that ~-

Hank just mentioned it in terms of talking about schools

in Milwaukee some years ago and éome other places -- but

I think that at the present time it can fairly be said

that in terms of the basic delivery of educational services,

it's hard to see the difference between the public and

private schoolg in terms of basic organization. With

the exception of religious materials, the textbooks are

the same, there is a classroom form of organization, there

ig a pfincipal in th@ gschool, there are a certain number

of periods, there are the same problems with grouping and

=1o] fortﬁ. But what we are dealing with here is the gquestion

of who owns the factory and not is the factory-really

producing a different product.

I think Hank's questioning of whether ﬁhe
difference makes a difference in all tﬁose reports can be
seen on the other side by just ==~ if you are walking
blindfolded and don't see the outside name of the school
and vou don't walk into a religion class --

(Laughter;)

MR. SHANKER: ~- and things were removed from
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the walls, I would defy anyone to tell the diffefence
between what is going on in the public school or private
séhbol. |

wa the real guestion ag to what we are taiking
about, about selling different products or even outcomes
that are substantially different.

Now the one place where I agreed most strongly
and yet I think it's perhaps the weakest point of the paper
-= ags I think the strongest point is in the development of
common values and diversity of views,-the ability to debate
different issues. And I think in the last few years I
have found myself -- my friends who want to move.towérd
a voucher system, I ask them: Well, what would they think
if we moved toward a voucher system and how they feel about
the public supporting schools which follow tﬁe advice of
the bishops on defense policies and on economic policy?

And many of those who support choice are very reluctant
to support programs of indoctrination especially when
they are very strongly on the other side.

I think what is weak in the paper is the
question of the evidence of the extent to which public

schools are today fulfilling this function.
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If you take a recent article in the New York Times
about a student who found a wallet and returned it and
everyvone in the school discussed the issue, and when some
reporters. came in at the end, they found that the discussion
was lively but in not a single class did any teacher venture
to express the opinion of what the student did in returning
the wallet was right; that that was golng too far.

{(Laughter.)

'MR. SHANKER: I went to a meeting of the @ducation
.establishment in Washington with Dr. Etzioh@, and Etzione
was stressing the importance of common values, reaching
common values in the schools and thén said that the
schools were really falling dOWn‘in.this function, and
talked about how his son was going to an outstanding school
in Montgomery Cdunty, that he couldn't find a private
school any better, he was sure. But one day when he
was in the White House, in the Carter White House, he
was called and told that his son had had an accident and
"don't worry, it's okay, but come" and found that the child
sitting next to his son had poked a pencil through his
son's cheek and the kid had to be taken to the hospital

and have several stitches. And a day or two later Etzione
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went to see the principal. And the principal said,‘"Sit
down, Dr. Etzione. This is a terrible thing that happened.
Before you say anything, I wént to just tell you, give

'you two bits of information that I am sure will be helpful.
Eut, first, I want you to know it was one of these very
hot muggy days where kids fidget around and this type of
thing is likely to happen".

{Laughter.)

MR. SHANKEE: fAnd, second", he said, "I want you
to know the child that did this is under a lot of preésure
because his parents are separating and are going to be
divorced." Etzione then turned to the principal and wanted
to know, "Well, is there anyﬁhing else?" And the principal
said no. And Etzione asked, "Well, is there anybody in
the school who told the kid who did this that‘what he
did was wrong and it won't be tolerated and that ﬁe will
in some way be punished now and in the future if it happens
again?" And the principal just stared at him. Obviously,
the view was that everything that a kid does is determined
by the fate or family or the genes or something else,
and there wasn't any point.

And to go beyond that, when you see the



introduction of méterials in schools by, let's see, some
teacher organizations --

(Laughter.)

MR. SHANKER: -~ on how to teach about nuclear
igsues, I mean is there any sense that in the scheools of
America today that when these issues are discussed, that
there indeed is a discussion or debate on the question
of nuclear defense? That is, does anyone talk about
deterrence or is it all a fragmented thing about what
-will happen if the world ends?

So I think that probably the weakest part
there -- the strongest is becauée that certainly is the
ideal and that would be an excellent defense and it is
very strong in terms of my defense of public schools,
but in‘terms of wre 't public schools doing it and do
public schools either through a super-sophistication ox-
general relativism or through the indoctrination of
interest groups have the power within the schools
so that they can substitute their own form of indoctri-

nation for that type of discussion, which you correctly

indicate is a foundation of justification in the schools.

I think the common values and the ability to

41
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see and appreciate differences and so forth, I think they
are strong, but I think that the experience of what now
goes on in schools may not justify that defense without
some change in the schools.

I would like to -- I think beyond thét, much of
the talk, of course, ig in terms of movements towards
vouchers and tax credits as a mechanism toward moving toward
privatization. In view of the fact that we do know thét
the measurement issues are so great here and that we are
not very good at that at this point, and it seems to me
that because of what Barbara Lerner “#%i not too many
years ago, if we were to do this on some sort of experi-
mental basis‘to see at least with respect to the issue
- of whethér the private échools do result in greater achieve-
ment and ﬁot just for those who would do it anyway, but
for those who aren't making it, would be worthwhile.

She, of course, said that there was no public
interest in giving money'to parents of kids who were
already doing quite well, you know, elsewhere. And there
was substantial public interest in providing a way out
for kids who were falling in every respect. What have

you got to lose if you have got somebody who can't read,
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can't write, can't count, doesn't come to school anymore
and when he does, he hits everybody else? Unfortunately,
tﬂere doesn't seem to be much of a private school interest
in providing access for these kids. That is, the strongest
argument it would seem to me is to say take those the
public schools can't deal with and clearly get those kids
who are not making it in those schools and give them a
second chance in a Syst@m which is different and apply
the same measurements later on. That_is, this is hot
an expulsion system. The system essentially would assert
that there iz a primary delivery system and we are stayving
with it. However, in these cases where we have not
succeeded, if all this claims that they can, it would
give them the opportunity to do so and then measure what
they know. Did they learn to read? Did they learn to
write? Did they learn to count? Did they_stop‘hitting
and do they come to school, et cetera? These are things
that can be measured.

But I think that, unfortunately, the aspect that
Hank -- and he correctly points out -- the difficult issue
with respect to the hard to educate, I think, is tested by

this kind of a proposal which has been around for some time
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with no buyers, as I see it.

I think that one of the very strong points in
the paper is the one that showsé%he courts have taken
holdjfﬁ.some cases, the Congress, legislatures but mostly
the courts and they have removed gsome of the differences
that have existed as a result of little control, that there
has been greater demand for privatization and for choice,
that people get out of a system which they like less or
where they are compelled to have their kids be with other
kids or do things, et cetera, which they don't want.

I don't know why you don't deal with the question
of whether perhaps our society has gone too far in
compelling what it thinks is right. So far, the people
who a few years ago didn't think of leaving the system
or.privatizing are now thinking of abandoning it., That is,
let's assume that we all accept racial integration as
a very important value and that we have more systems
of_segregation. Nevertheless, when this issue came and
is still before our society, no one sericusly proposés
that every sixth house that is vacated on every block
.in the United States must be filled by a member of some

other group, or to go further, that it be vacated forcibly
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now and do this; that there is no other institution in
our society where we have sald that we are going to do it
.thfough this compulsory type‘of mechanism, not without
resistance, it might not always work. But mavbhe in a
democratic society you can't do it that way. And to do it
that way aﬁd to raise all these guestions about whether
the institution perhaps shouldn't close up, that is if
you raise serious enough opposition to the institution by
trying to accomplish laudable goals in this way, it seems
to me that vou have to begin to question the means and
vigw haven't done that enough, even those of us who embrace
most of the outcomes as a result of these.

Do we really want.to say that you can only
spend a certain amcount of money<tﬁ§§iqk r gchools in
- this state or in this district because that is so important
that, if you don't like it, then youTﬁﬁ?wthe battle for
privatization or move out of the state to a state that
has a higher cap? Is the amount of bang you get out
of that educationally or even from a legitimacy point of
view of what it is that people want? Is the amount of
bang that you get out of that worth the price that you

pay for it when a community feels that if it wants to spend



another buck or two bucks and the community next door
doesn't want to, it has to be limited for its children
to what the community next door wants?

Now I think that I strongly favor the increase

in public choice. I think it's going to be very difficult

because some of the public choice issues, we have been
able to do it for a long time and there are obviously
things operating within public systems that work very
strong against them. Perhaps one of the most important
issues of choice in public school has nothing to do with
whether you move your kid to a different district ox
to a junior college or something like that. My kid en~
rolled a few days ago and the teacher and my kid ijust
can't stand each other; they have some kind of a per-
sonality conflict. Now what are the chances that if T
go to -~ even 1f you had school iz managemen£ -~ and
in this respect there is school -ji™% management; there
always has been. There is no principal who is not able
to move a kid from one teacher to another within the
school.

I am not saying that that's not desirable for

parents of students to get to learn that sometimes they
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have to live with'people they don't like, but there are

alsc extreme situations in which, you know, it is just
impossible and traumatic. What are the chances that a
parent can go to a principal and say, "Look, I've tried
everything. I have talked to my kid and we have spent

a couple of weeks seeing a counselor and now we're going

to a psychologist, and in spite of that, my kid started
bed wetting again and he is willing to give up his allowance
for the rest of his life".

{Laughter.)

MR. SHANKER: "Will you please move him?"

{Laughter.)

MR. SHANKER: Now the chances of getting that
kid moved is almost zero on the simple basis that if I do
it for your kid, I'm going to have to do it for everyone
else who.wets his bed.

{Laughter.)

MR. SHANKER: So to suggest that school sight
management necessarily solves these problems--some of the
greatest insenéitivity exists in small towns, in little
schools and little places like that--I think we are dealing

with an issue which is a very important one but which has
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a stronger grip; the rigidities of the system have a much
stronger hold than are likely to be modified by simple
céses.
I think similarly one of the issues of choice,
of course, is the question of who sits next to my kid.
‘That's ong == the_peer.group is obviously one of the
important educational ZWFKxﬁunxﬁ;. And this is one
where not everybedy can win. And there is also pretty
strong evidence that if you don't have a certain nﬁmber
of learning students -- well, it's a éouple of issues here.
One is if you don't have a certain number of
learning students, there 1s very strong evidence that there
may be anything that could be done. You develop a certain
atmosphere if you don't have a significant number of role
models.
And to'get to the rock bottom of it and not
dealt with explicitly in a single line, I think it's
a simple law and order issue. Are public schools able
to soméhow provide for a separation of those students
who are frequently violent, drug users and peddlers? I
think if you can't deal with a minimal law and order issue,

there is very little defense. You have to get beyond that
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to get to the philosophic arguments as to what the fates
are. And so far the public schools have not been able to
deal with the threshold law and order issue, even to he
able to get beyond these.

Now I would suggest that even with the public
choice model, you may end up decimating -- for instance,
you can have urban school districts. 1 would like to see
~this happen, but I am also worried that what you might
have is you might take the 25 percent of the ?ole models
who are the models for all the other kids, would be
offered positions in 1Qca1 suburban areas with empty
seats, leaving the city very much the way the ghetto was
left once blacks who were educated and who have made it
were able to move to suburbia and elsewhere, that is to
leave these schools withoﬁt any sort of community leader-—
ship.

My fihal point is that it may very well be that
we may be on the verge of moving away from this as an
important issue as it is today, and that is that a good
part of this issue deals with the way schools are now
organized in terms of classfooms where the teacher has -

to talk to the whole class and they are all working at
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the same rate. So if you have got a lot of kids who are
slower or if you have got two or three kids who don't sit
still or who move around, whé make noise or cannot respond
or who don't learn by listening to someone lecture and
writing a few notes, the single method of delivery, and
it's pretty much lock-step, . that that means itris very
important that there be other students in the class .who
proceed at the same rate, and that there not be any kid
in the class who takes the time away from the teacher to
disturb that wholé mass productivity.

But suppose that a combination of technology and
some division of the recent Carnegie Report turns the
have a batch processing with youngsters, but with a sort
of a téam with students actively engaged in learning
and with massive use of not only‘computers but video tapes
and audio tapes that you have a school which opeiates a
lot more the way a Boy Scouts' troop does in the way of
individual kids being pushéd, the materials being.th@re
and adults there as resources so that, if some kid moves
or some kid moves slowly or some kids throws something

at the other end of the room, and if I have got a bright
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and good kid and the materials are there and there are
adults that kid could react to, the exist@nce_of that whole
_group around him doesn't have that negative effect. BSo
I wonder what would happen. Right now,.you can have a
doctor and I walk in to see him aﬁd a digadvantaged person
walks in twenty minutes later and a handicapped person
walks in 30 minutes later. It doesn't make any difference
to me. I'm only interested in'the doctor's ability to deal
with my case. But I wonder what would haépen if doctors
were to take patients twenty-five at a time --

(Laughter.)

MR. SHANKER: ~- and sort of generally loock them
over and then give them all the same treatment, whether
T would start getting more fussy about all the other
patiént&%ﬁwzuaﬂw,er at the same time.

ANPARTICIPANT: You would gef a better patient

education than you would get--

MR. SHANXER: All right.

So I just wonder whether the answer to some of
this might not be a questionfgtructure that we have ndw,
which may give rise to the pressure for privatization and

that other structures might reduce it.
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THE CHAIR: Thank you very much.

Questions?

Ed.

ED: I'm going to take what may well turn out
to be a very small minority view; certainly, I'm less
well-informed on some of things with the people I am
surrounded with at this end of the table.

In a way, I think the key issue of the educational
case is how nmuch kind of public goods are there from the
‘public schools. And my reading of history education is
not as goocd as those people surrounding me here} but my
reading is exactly the opposite, namely that the private
schools produce more of social awareness, better training
for living in a democracy and better socialization than
public schools. |

In the 19th Century in England, we had a series
of reform bills extending into the early part of the 20th
Century, which for the first time in the history of the
world transformed a tightly-held oligarchy intq a democracy
with broad-based franchises. It waéﬁtﬁéagé%gié'who came
from private schoocls. In this country it managed to

produce a revolution entirely by people who came from
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private schools. It was‘Franklin Roosévelt who was sort
of public%ﬁﬁﬁ&p by some people's counts, but was a product
of private schools.

(Laughter;f

ED:"We have Princeton in the nation's service.
We have Harvard?hﬁéQMQAMx all its misguided public Seswvr=iol™,

(Laughter.)

ED: No compa;ison is pure in this gﬁtﬁyﬁ%egisf
but I want to know what is the evidence that the public
schools produce better sociallyﬂmindeé products? And
is there a Coleman-type study of graduates of religious
high schools that shows they are more cramped in their
outlook on public goods and social mindedness than gra-
duates of public schools?

I don't know. It wouldn't be too hard to do.
None of these things are conclusive, but at least we
have got some evidence.

Now if I am anywhere near right in my notions
about production of public and private goods as befween
public and private schools, tﬁat suggests to me very
strongly that we ought to at least give a try to vouchers.

It may well be that it would turn out to come acropper;
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nobody would be interested and the transaction cost of
doing the investigation might just be overwhelming. You
couldfégke many people worse off, You might make some
teachers worse off and some principals and some bureaucrats
worse off. You couldn't make many consumers worse off
becauge énybody who didn't want to bear the transactions
cost would just continue to do what they have'élways done,
send their kids to a public school.

And I don't believe —- especially in typical
communities -- that the public schools would be decimated.
What they do is have to focus their attention on providing
a better produét in order to avoid losing a kid, but that
doesn't mean that they would loée even a large sample of
the kids.

And I feel this especially in terms of dis-
aévantagéd;ﬁgw; which in some sense are the key issues in
the education issue these days. The reason non—prifate
schools show any interest in these disadvantaged people
is because they all come with no money in their pockets.
If they come with a voucher in their pockets, then you
might ~- I don't know -- but you might well find privaté

schools showing some interest in them.
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In terms of integrating public schools on one
dimension 6r another -- race, sex, income levels of families
and things like that -- I don't know what would happen. I
don't think anybpdy knows what would happen.

One thing we do know, and that is that at the moment
a ma’jor barrier to decent mixtures in the schoois is the
inability to physically, legally and socialiy cross juris-
dictional boundaries. It's just_awfully difficult. We found
that out in Boston and other places where they tried to ship
kids compulsorily out to the suburbs. But voucﬁers would end
that. It would be much easier to cross jurisdictional boun-
daries with vouchers than it is with the current kind of
judicial running of public schools that we have seen around
the country.

So my guestion is: Is there any reason to think
that any significant group would be made worse off? And if
the answer is no, then we ought to at least give it a try.

THE CEHAIR: Boh. Steve,

VOICE: All right.

I wanted to raise a couple of guestions about the
cost comparison in the paper between private schools and

public schools. It seems to me that when we are considering
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something like vouchers, the relevant thing to compare 1is
not the total cost, as the paper does, but the cost to
taxpayvers that would be involved.

And if vyou have privéte schools able to use non-
dollar resources to cover a significant part of the opera-
tional needs, then therefore they can afford to offer tuition
that's half of what, say, a public school would.have to
charge, and therefore when large numbers of consumers are .
given vouchers and can afford that half~-price tuition, it
seems to me that.taxpayers could achieve a lot more educa-
tional output for less total expénditure that way, and that
that is the relevant comparison, notrthe fact that if you
valued volunteers and nuns at market‘prices, et cetera, et
cetera, that the costs might well be equal.

That's true, but I don't think it's relevant for
the public policy question that's at stake here in looking
at vouchers.

Secondly was the point about public schools have
to take more costly students such as handicapped and voca-
tional education. Well, that is true also, but the possi-
bility of differential vouchers, vouchers to handle higher

cost cases certainly exists. It's not a fundamental problem
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with the proposal for vouchers.
Also there is the question of whether -~ which is
a long-debated quéstion in education ~- of whether one

mainstreams or whether one provides specialized facilities
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for special cases. The same question, of course, has arisen

with handicapped access to transit, and the studies have
shown that it's far more cost effective to provide little

vans that can handle wheelchairs for the relatively small

' numbers that we have to provide public transit for than

to equip all the subway stations and all the buses with

lifts and elevators and so forth.

The similar sort of comparisqn ought to be made
in terms of the costs involved in education for special
cases, and I think perhaps moving to a voucher system
would make it more obvious that we should make those sorts
of cost trade-oifs. |

THE CHAIR: Steve and then Bob Inman and

+then Hank will talk a few minutes about the various

comments.,
STEVE: Anita, you have commented about the
importance of . .&quality of access and what I see in

New York is parents trying very hard to avoid access
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to selective public schools, looking'vary hard to put up
phoney addresses, relatives' addresses and so on so their
children can go elsewhere. That prompts me to ask Mr.
Shanker about the so-far submerged point that Hank raised
about privatization aside how about greater pérental
choice within the public school system, which has some
profound implications of course fevt. teachers and prin-
cipals. That implies that a school which is shunned is
going to lose its clientele and presumably its principal
and its teachers will lose their jobsi and if, in fact,
there are some sterling teachers in a poor schooi, they
might be hired by another effective pfincipai/manager
elsewhere, but it is certainly a parental choice and
parental choice of schools does have profound implications
for the teaching profession in respect to‘jcbs.

THE CHAIR: Al, do you want to comment?

MR. SHANKER: Sure. I would favor it within a-
school district, I have no problem with.it, and I think
New York City is moving toward that. I think yesterday's
newspaper talked about, you know, that most high schools
- in New York City, what they are doing is removing the

standards that exist now for entry into those schoels,
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so that the fine points that there was -- that the standard
essentially created.

VOICE: ‘That's the eleméntary level.

MR. SHANKER: T wouldn't have any problem with that.
I woulan't have any problem with a school that closed down and
with the pérsonnel there being thrown into an assigned risk
ﬁool where they wouid have to be picked up by somebody else.

(Laughter.)

THE CHAIR: Bob.

BOB: I think Anita's pointed guestion startea
me thinking and the subsequent discussion helped me think
it through, I think, very well.

The pointed question is: What is different between
tomato soup and education? And I think in some ways that's
the issue we are struggling with.

MR. SHANKER: In tomato soup you know what you are
getting. |

BOB: It may be an advantage, ves.

(Laughter.)

VOICE: Botulism.

BOB: But it seems to me two items were emphasized
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and the third maybe not emphasized, and I lay the third

on the table and then éome out, concluding like everybody
has on the other two, that there may not be a heck of a lot
of difference between public and private provision.

The two that have been talked about are the
attributes of economic opportunity and then the notion of
political values and socialization. I think the conclusion,
or at least the evidence. éuggests that there is no comparative
advantage for one institutional form over the other. 2and
I donft know the political value development in socialization,
but I think Bd's comments seem to me at least anecdotally
to be telling it.

I gather, John, yvou may know there ig politiéal
science literature on source of vaiues, and I'm not sure how
much public versus private schools have a comparativeladvantage
there. Bﬁt at least in terms of economic opportunity, and
one might suspect also in terms of political walues that
there is no comparative advantage of public or private
organization.

The third possibility though, which I think was
motivated in part by Mr. Shénker's comments, igs the myth

of the reality of the melting pot. I think there is a real
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sense éf commitment and maybe in some ways lies at the.heart
of Hank's notion of why we need-public schools. But in many
ways the.only way you get the melting pot 1s the coercive
nature that public @ducation has, and the only way that one
gets taxes is to coerce people to contribute here. The oniy.
way one gets melting pots is to coerce people to go into the
melting pot.

and yet, when I think about it, it doesn't‘take
me too long to realize that the publid system really isn't
much of a melting pot when you get right down to it, With
suburbanization and tracking it's not indeed;private schools
with scholarships may.be better melting pots than suburbaniza-
tion and tracking and vouchers can well deal with the melting
pot idea; that is, one could imagine scﬁool»wide vouchers
that said when you hit proportions that we find attractive,
here's a little bonus for you. |

So that it seems to me that the wvoucher system
can probably deal with all aspects at least ﬁhat seem to
have surfaced in this particular discussion, as well as
any strictly public éystem.

I can argue, however, that my public training

school training did socialize me in one important thing
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which this last hour convinced me I ought to challenge
and that is pubiic education is the only way to go. It
was very clear to me —--

{Laughter.)

BOB: =-- as I was growing up in my public schools
that public education was in some sénse the only way to
think about the educational process. And I suspect that this
kind of fundamental thinking that we are doing is an impor-
tant one.

THE CHAIR: Hank and then Myron.

HANK: Just a couple of comments.

I guess that one of the things is that people have
very strong feelings about this, which I think create a
situation in which you have the problem that nothing can be
falsified. And let me just give one exampié.

Two or three years ago, one would hear private

g
O

schools{gﬁgduce achievement fuu" public schools; they're so
fantastic. Okay. So you have a study that's done,‘and then
what you do is you find a small difference in favor of
private schools. Now that is then debated methodologically
in the Goldberger and Kenken debate.

But again accept the result. Accept the one-tenth
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of a sigma. It's so tiny_without taking account of selection
effects, but people who are in favor of vouchers and so on
thén say, "Well, wait a minute, maybe the socialization
effects in fact work in the other direction”.

(Laughter.)

HANK: There is a book by E.G. West, which is,

I think, a marvelous polemic on this subject; I mean polemic
in the best sense because I think polemics are good in
exploring and pushing issues. But one part of this is it
makes the same point that you do. He-said, look, if you
look in England -- maybe you had a point -- you know, in the
19th Century or even in the 20th Century, whefe do the
impoxtantlcivil servants come from? Where do the members

of Parliament come from? They come from the private schools.

Ergo == that's his main argument, not the only
one -~ but that's his main argument for, therefore, it's
the private schools that produce the social good.

Well, obviously, there are certain kinds of people
who are going to private schools who have certain connections
in the society and certain accoutrements, advantages that
bring them into certain positions in the society. Well,

that is not %.. ... account of it all.
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Well, thg importantkpoint here is that I guess
one of the frustrating things in writing a paper, which
are intended not to be on vouchers, is the paper always comes
to vouchers. Let me give you a second example.

{Laughter.)

HANK: The cost differences were only to explore,
you know, whether in fact there are measurable efficiency
differences. It was not to deny that we can't give a larger
voucher. Actually,.you can and you can design a voucher
plan to do a lot of things. I agree with vou whole-~heartedly.
But that is ardifferent issue. That's not to deny the fact
- that once you do make comparisons across between public
and private schools, you have to use the same rules, just
for ?roduct mix. This is what we do as economists whenever
we’dp this, vou know, whenever we look at efficiency. Just
for the product mix and try to take éccount of all the sources.
There are two prices.

So I guess one of the things I have tried to avoid
is a discussion of vouchers for precisely that reason because
I think what you do is you get down to very strong issues
without a lot of evidence but with strong feelings.

Al, I'm surprised by a couple of things that you
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.said here. One of the‘things is, first of all, I have moved
my kids without any problem because Palo Alto, California
is ﬁnique. Okay?

VOICE: They never wet their beds?

- {Laughter.)

HANK: But, you see, in Palo Alto I <could also shift
my ¢hild to another school, and I could raise that issue
right within the public school system. 2And that's the point,
that you éon'£ do just one school 4ire:: governance but Lthevre - .
whole range of public choice mechanisms, they reinforce each
other. And vou certainly don't waﬁt to say, well, school
41 %2 governance, then*ﬁﬂikﬁitler ?un the school. ¥ou know,

what you want us to do is ==

(Laughter.) |
HANK: ~- also let Mussolini <+ :P
(Laughter.)

HANK: =~ or Roosevelt, if Roosévelt is there.

Just a couple of other smali comments. One of
the things that I have tried to focus on is the public/
‘@rivate distinctions as opposed to the feelings that people
have about schools or, gee, but we disagree. So, let's

talk about a regulated voucher system because we want to do



66

all the things. So, you talked about incentives to, you

know, have a mixture of students. Jack Koons talks about
~even lega%ly vaquiring that the schools &yagaﬂlfphgxu ﬁ?vivuwx
h;?fﬁégé ;;&éle, I mean very elaborate things in a state
constitution referendum.‘ He talked about differential
vouchers; all of these things in theorvy can bs done.

But the point is that the same interests that have
molded and gotten'in the debate of what public school should
be are going to be involvéd in what voucher schools are going
to be because this is our money, damn it, and I don't wigaot
Nazi sahools,Ayou'see. So I am going to get in there. The
fifst time I find that these kids are going -- money is being
given for home school and it's the posse comitas running the
-school, I am going fo write my Congressman; I am going to
get to my staté_legislatures; I am going to get pissed off,

Well, a lot of them are going to be in mavbe
schools that I would send my kids to, someone else ;-5 The
point is that we know what happens with the regulated modei.
We know what happens over time, and those groups are not going
to disappear.

So all that I am saying 1s I can see merits on both

sides. We can talk about public and private goods, but the
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point is don't enter the argument on one side, these interest
groups and look what they do and look at how they try to
mold things and then say, "Aha, Fv:ﬁhwciv?fxg”‘ But if we
do that, well, of course, you don't analyze if they do that
and you £ind that exactly the samé forces are going to be
evident, maybe worse. It may be worse because in a sense
you can legislate an awful lot more when you deal with
regulation than you can when you leave séhools to these
local school authorities who make a lot of decisions.

So, I guess one of the frustrations as I ha&e tried
to.say, let's look at the case for public and private goods.

But let e e ?KJt%bm.kwju:ya“S{,@:iﬁﬁffﬁﬁvﬁﬁ?.

THE CHATIR: Sure.

HANK: And this is my final comment.

(Laughter.)

HANK: Anita says, well, you know, political
participatioﬁ is declining in this society. Now the qﬁeétion,
I guess, I would raiée ié‘ww and also the education earnings'
nexus. Well, see, I understand those data are very different.
I understahd everyone saying that the more education you get,.
the higher your earnings, period. And not only that, but

the research. And look at college graduate school -- college

graduates vis-a=-vig high school graduates or high school
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graduates vis-a-vis drop-outs, those‘ratios, they have risen
dramatically.

Now the important point is that education does seem
to have some effect and what is debated is why they have
that effect. You know, whether this is inforﬁation, a
Spencian model, and nothing really happens, whether it's
socialization in the Bulls Gintes sense, whether it's
knowledge in a more traditional sense, whatever. But it seems
to me that that's not a pﬁblic/private issue. The point is
that there is evidence that schools dé make the difference
in the lives of people, and the only question tha£ we want to
do now is to say: Well, gee, but is there evidence that
organizing edﬁgation in one way will have a differential
effect on that as opposed to andther.way?

I think the same is true of political participation.
As you mentioned, there are prokably a lot of reasons that
political participation is declining, but whether in fact
that's because the organiéation of education or some other
matter is what we have to explore.

And, see, finally, the point is -- and I think that
these are the majo; effects of education =-- we don't live in

an anarchy right now where people bomb other people., I know
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a few abortion clinics have been bombed. But, in general,
that's not the way we behave. In general, even passionate
advocates of positions do get engaged as interest groups
in the political process and try to do what they can to get
their point of view heard, to form_coalitions and those kinds
of things. It's real imperfect; 1it's real imperfect and
there I just refer to the comment that was made in the final
thing by Churchill. It's reai imperfect but again what we
have to do is no£ only say this is imperfect and it doesn't
work well and I'm really frustrated -- by the way, I'm a parent
of five kids and a grandchild; so I have been frustrated
five times over in some sense.

(Laughter.)

HANK: But the questibn ig: Whét alternative
organization is going to modify that?

THE CHAIR: Okay. Myron and then Al and then the
rest of the discussion will take place over our boxed lunch.

MYRCN: I have a guick comment about Bdb's question
and then I want to talk about Hank's paper.

one of the advantages of the potential of vouchers
is that we now don't have a good feasible way of tapping into

an increase in personal income for education, and with vouchers
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one might do thét. And so if a person could add on, somebody
might want a Cadillac education, éome the Oldsmobile and
some others and we would wind up with a total amount -~ we
might end up with a great deal more spent for education,

which would not be a bad thing, you see. And that possibility
might or might not be a bad thing.

As far as Hank's paper is concerned, I found it
interesting, although the reasons -- Hank might not like the
reasons why I found it -- I think it might even wind up as
a paid advertisement in the New York Times.

{(Laughter.)

MYRON: But I felt like the gnat in the nudist
colony, you know. Where do you begin on it? I'm just going
to.take two points ~-

(Laughter.)

MYRON: -~- one dealing with what he said and one
with what he left out.

His argument is that there is a danger that we
would lose some of the public good because the people that
start the private school business is largely a denominational
or ideological group who would shield kids from different

points of view. Well, I don't know how many children get
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out of the public schools and have heard a disinterested

objective study or have been exposed to abortion or nuclear
disarmament or the other things that you raise. My guess

is that if one—-tenth of one percent did so, I would be amazed

personally.

And I have often wondered where do the leaders
of the Ku Klux Klan come from. Did they go to Amish schools?
Did they go to Jewish schools? Did they go to Catholic
schools? I-think you might have somébody do a dissertation
at Stanford on whether these people went to publlc schools

CRRICHE s L A e Sl AT A,
or to private schools’/ And my guess is that the leaders of
these groups are largely people who have attended public
schools.

And so to worry about this, when people can't read
or write, when people aren't learning to read and write and
compute and show up on a job and all these things, and to
worry about these ideological -- and personally I would
favor the public schools not discussing them because I don't
think they have people who are competent to discuss them
and so forth. ‘But the notion that somehow our democracy
rests on the kind of folklore that we give in the public

schools to these, you know, I just think that's seizing a
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reason that really doesn't account for much.

and I am interested that Al raised that question
of how defensible can we say the public schools are doing with
thesé iséues.

But the other thing which was not dealt with that
I feel is .80 critical is to take a little brief view of the
reality here that has to be dealt with; For exaMple, in
California, California has a law that if yvou increase fhe
benefits for full-time employees, non-teachers, you must do
so for non-teachers, which means that if you give somebody
who works 12 months an increase in vacation benefits, you
have got to increase the vacation benefits for cafeteria
employees who work two hours a day 180 days a year. What
they need with vacation benéfits_heaven only knows, but by
law you have got to do that.

Or to give another illustration. In the district
that I work for, it had a financial crisis, They had to let
.go a woman who ran the bﬁokstore. She was paid. A month

later -- (end of tape).



