The dynamics of a free market
and a $316 billion tax cut

Eliminating government’s role in education
eliminates the need to tax citizens to fund the
government schools. That even suggests a natural
course of action to begin separating school and
state. Taxes could be phased out, allowing the
private sector to grow over time. Families could pay
tuition bills with funds previously taken as taxes.
Others have called for an immediate repeal of all
taxes that fund schools.

Imagine the possibilities of returning $316 billion to
taxpayers as part of separating school and state!
Currently only 12 percent of America’s school-aged
children attend independent, parochial, or home
schools.[8] Making this market eight times larger
would spur educational innovation as entrepreneurs
chased those dollars. Educational opportunities
would expand tremendously for everyone —
especially the poor. The quantity and quality of
educational opportunities would increase
dramatically.

Finally, consider the possibilities for raising $24
billion for private scholarships from taxpayers
who have just had $316 billion returned to them.
If only eight percent of that money found its way
to private scholarship funds, money would be
available for all children of lower-income families
to attend better schools than they are attending
today. In the dynamic real world, much less
would be needed, as families learned to become
independent again. Not only is it likely that
private funding for scholarships would be
available for lower-income families, but those
dollars would also be purchasing a much better
educational product. Given these synergistic
benefits, the only question remaining is: what are
we waiting for?
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In various forms, the question “what do we do
about the poor?” outstrips all others as the most
frequently asked question about separating
school and state. The implicit assumption, only
natural after 60 years of the welfare state and
150 years of government control of education, is
that government is the only entity capable of
looking out for the poor and educating them.

Both the historical record and present conditions
invalidate this assumption. There is no evidence
that poor children were denied an education in
the nonslave states before the government
takeover of the schools in the mid-1800s. Since
then, educational opportunities for the poor have
declined steadily.

While government control of education harms all
families, children of low-income families are
damaged most severely. Our inner-city
government schools resemble prisons with their
metal detectors and armed guards on patrol.
Described as “poverty mills” by critics, these
institutions cannot educate; they can only
warehouse children. Despite spending over 300
billion taxpayer dollars on education every year,
our existing system of government schools is not
meeting the needs of low-income families.

The full separation of school and state means
rescinding government-compelled attendance,
curriculum, credentialing, accreditation, and
financing. The issue of providing educational
opportunities for the poor hinges on financing.
Restated, the question becomes: how will low-
income families be able to afford education for
their children without government handouts?

The second-largest entitlement
program in the world

With expenditures of over $316 billion per year,
education is the second-largest entitlement
program in the United States (and the world),
ranking behind Social Security but ahead of
Medicare-Medicaid.[1] Providing educational
opportunities for low-income families can be met
without edu-welfare by replacing the government
educational dole with a system of private
scholarships (or private vouchers) funded by
charitable donations.

As part of the movement toward a free market in
education, dozens of private scholarship

foundations for elementary and secondary
school-age children have proliferated since J.
Patrick Rooney, chairman of Golden Rule
Insurance, inaugurated the first one in 1991.
These charity-financed programs encourage
family involvement with their children’s education
and schools by requiring participating families to
choose a school that matches their needs and to
pay part of the tuition themselves.

These programs are successfully providing the
means for over 10,000 children to attend
independent schools today. Is it realistic to
expect them to replace our gigantic edu-welfare
system? How much money would these programs
need to help all low-income families?

The answer is, comparatively, very little.

Running the numbers

A simplified static analysis of educational funding
requires two numbers: how many children (or
families) will need financial assistance to attend
independent schools, and how much will it cost
them? As a rough estimate, one-third of
families—16 million children—will need financial
assistance. Half of these, eight million, are
classified as “poor” by the U.S. Census Bureau,
while the other half could be considered lower
middle-class.

According to the National Center for Educational
Statistics, private school tuition averages
between $2,500 and $3,000 per year. A typical
private scholarship program provides up to half
(some pay more than half, most have ceiling
amounts). For this simplified static analysis,
assume $1,500 scholarships — half the cost of
the upper end of the range. (It's easy to improve
on this model by developing a sliding scale of
scholarships based on financial need, ranging, for
example, from $750 to $2,250 but averaging
$1,500).

If all 16 million poor and lower-middle-class
children were provided a $1,500 scholarship,
educational opportunities in today’s independent
schools could be opened for all low-income
families for only $24 billion. To put that amount
in perspective, it is 25 percent less than the state
of California alone spends and less than 8 percent
of the $316 billion spent on education today by
all levels of government nationwide.

Where will the money come
from?

We have a long history of charitable giving in this
country. While many charities have been co-
opted and crowded out by government,
Americans still give generously of their time and
money. Consider these statistics:

In 1993, Americans donated $126.2
billion to charities.[2] 89 million
Americans donated four or more hours
a week to charitable efforts in
1993.[3] Individuals, corporations,
foundations, and other organizations
donated $12.4 billion directly to
colleges and universities in 1994-
1995.[4] Private-sector sources
donated $24.9 billion in private
scholarships and fellowships for higher
education in 1994.[5] “Partnerships”
between businesses and schools, in
which firms donated goods and
services, money, or all three, grew
from 40,000 to 140,000 between 1983
and 1988.[6]

All this is on top of an average tax burden of over
40 percent. Clearly, we are a generous nation, a
giving people — and much of our largess is
directed toward providing educational
opportunities for others. With donors already
contributing $37.3 billion for higher education,
how difficult would it be to raise the $24 billion
needed for private scholarships for elementary
and secondary school-age children?

A recent example illustrates the credibility of this
scenario. Last August, a local judge shut down
much of Milwaukee’s school-choice program
(based on government vouchers) after thousands
of children had already begun classes. A
generous outpouring by Milwaukee's citizens
resulted in raising $1.6 million in ten days (and
eventually more than $2 million) so that the
children could remain in the schools they chose
and not be forced to return to government
schools.[7]

It's not a question of whether Americans will
support private scholarships for elementary and
secondary school children — obviously, they
already do.
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