Headline: The Charter Schools Movement Sees Public Schools Preparing for Deep Funding Cuts as a Growth Opportunity
Teaser: Desperate parents and a new funding mechanism boost school privatization schemes across the country.
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A promotional message on the website of the Minnesota Math and Science Academy (MMSA), a K-12 charter school in Saint Paul, Minnesota, boasts that since the school was founded in 2014, it has been “growing exponentially.”
In the span of just a few years, the school has built up significant enrollment numbers. Currently, more than 500 kids attend MMSA, according to the school’s website—where the school appears eager to take on even more students, with a bright green banner inviting parents to “Enroll Now” and complete an online form.
The school’s determination to expand has landed it before the Saint Paul City Council. In an effort to add more kids, MMSA has asked city council members to approve its request for $15 million in tax-exempt conduit bonds, as a means to help the school pay for construction costs associated with its growth, according to reporting by the Saint Paul Pioneer Press.
At a city council meeting in November, MMSA received preliminary approval for the conduit bond request on a 5-2 vote. At the same meeting, Hope Community Academy—another rapidly growing Saint Paul charter school—requested and received initial approval for $23 million in conduit bonds from the city.
Hope Community Academy’s request was formally approved at a December city council meeting, while a decision on MMSA’s bond application has not yet been made.
All of this comes on the heels of another conduit bond request from a Saint Paul charter school. In August, Hmong College Prep Academy sought—and won—city council approval for a conduit bond worth $36 million. The money will allow the K-12 school to expand even further, although it already has more than 2,000 students, as the Pioneer Press reports.
These three schools are part of a growing trend in Saint Paul, where racially and economically segregated charter schools are on the rise, their expansions fueled in large part by conduit bonds that allow the city to rake in millions of dollars per year in management fees.
Meanwhile, the city’s own public school system is teetering on the brink of disaster, bleeding students and funding as both the pandemic and school privatization schemes continue to rage on, mostly unabated.
Pandemic Equals Opportunity for School Choice
In a September article for the Saint Paul Pioneer Press, education reporter Josh Verges observed, “The coronavirus pandemic appears to be accelerating a long-running decline in enrollment for St. Paul Public Schools.” Verges noted that the district’s student numbers have shrunk by 6 percent since last year.
Parents in Saint Paul and throughout the country have opted to keep their kids at home until schools can reopen for in-person instruction. This is especially true in cases of kindergartners, Verges reports, citing the Saint Paul Public School District’s research director, Stacey Gray-Akyea, who “said she’s heard from other large U.S. school districts that kindergarten enrollment is down because families are waiting a year before enrolling their kids.”
Valerie Richardson of the Washington Times explains the decreases in K-12 public school enrollment nationwide: “Where are the students going? Indications are that those frustrated with virtual classroom experience have sought private, charter or home school, while others may have taken a coronavirus gap year.” In Saint Paul, Verges says, “It will be months before state data becomes available to show where those students went, but private schools have reported increased interest from families wanting face-to-face classes. The St. Paul district began the year with distance learning at all grades.”
From Saint Paul’s twin city of Minneapolis to rural, urban, and suburban districts across the country, public school systems are witnessing a dramatic drop in students and in the per-pupil funding they bring with them.
The coronavirus poses a difficult challenge for parents and schools alike trying to balance keeping children healthy and providing them with the best possible education. But even if their intentions are personal rather than political, by keeping their children out of public school this year, parents with the means to do so are also fulfilling a longstanding dream of politicians on both the right and the left, where families are able to pick from a full menu of school choice options rather than simply attend their local public school.
Many prominent Republicans and Democrats have embraced school choice as the preferred, up-by-the-bootstraps remedy for structural inequality since at least the 1990s, when the Clinton administration proudly declared it was working to “support the growth of public charter schools.” At the time, there were around 2,000 charters in the United States.
Today, thanks to support from both sides of the policymaking aisle, there are more than 7,000 charter schools across the country. Only in recent years has support among Democrats begun to level off somewhat, in large part because of the highly controversial performance of President Trump’s Education Secretary Betsy DeVos. (After three years and 11 months in this role, DeVos resigned 13 days before the end of Trump’s term.)
Devos, a billionaire, has also made it harder to hide the privatization angle behind many school choice schemes. She has had no problem throwing money and political support at experimental charters and school voucher programs in her home state of Michigan, while many public school districts there have been starved of resources.
Still, the damage has already been done, as a confluence of factors—from the pandemic to the decades-long decline in funding for public education—continues to prove favorable for the nearly unchecked growth of charter schools.
National Trend
Take charter school enrollment in Florida, for example. The state’s Republican governor, Ron DeSantis, has repeatedly defied science and declined to show any sort of consistent leadership around COVID-19, and as a result, public schools have been left to flounder.
In some cases, as with the Brevard County school district, according to Florida Today, parents may not always be getting accurate information about coronavirus case numbers at their child’s school.
DeSantis has refused to implement lockdowns or other pandemic mitigation measures and has instead insisted that schools should not and will not shut down in Florida. In many areas, this has forced local officials to take matters into their own hands and implement temporary shutdowns—sometimes without DeSantis’s apparent knowledge.
The confusion and lack of leadership have helped fuel an enrollment boom for charter schools in cities such as Tampa Bay, according to a December PBS/Tampa Bay Times report from Marlene Sokol. Sokol documented the challenges Tampa Bay area parents are facing as their children’s traditional public schools have been forced to toggle between online and in-person instruction, depending on the rate of COVID-19 cases nearby.
One parent decided early on that enrolling her kids in a charter school would “make pandemic life easier and more predictable,” after realizing that “charter schools didn’t have to follow the public schools’ calendar, or its rules and regulations” and would therefore likely be open even when public schools were not, Sokol reported.
Charter schools in the greater Tampa Bay area gained nearly 5,000 new students this year, Sokol wrote, while their traditional public school counterparts collectively lost more than 18,000 students.
A simple Google search yields similar stories from districts around the United States. In November, a local news source in Michigan reported that virtual charter schools across the state were overflowing with new students this year.
That’s because parents are “seeking out established cyber charter schools, either because they didn’t want in-person learning for their children or because they lacked confidence in their home school district’s virtual option,” the report states.
This phenomenon is echoed in states such as Oklahoma. There, Epic Charter Schools, a large online network with a national reach, has been adding up to 1,000 students each day, while the COVID-19 pandemic continues to wreak havoc, according to the Associated Press.
Charter School Corruption and Controversy Abounds
Epic Charter Schools has been gaining students and millions in per-pupil funding at a record pace. In 2019, however, the Oklahoma-based network, described as a “juggernaut” by Andrea Eger in a report for Tulsa World, became the target of federal and state investigators.
According to Eger’s reporting, among the issues investigators zeroed in on was the way Epic’s founders, Ben Harris and David Chaney, appeared to be fleecing taxpayers. The two men run Epic’s huge charter school network, which brought in close to $113 million in state funds in 2019, and they also maintain a separate, for-profit business known as Epic Youth Services.
This is an issue because it appears to indicate double-dipping on behalf of Harris and Chaney. Their management company, Epic Youth Services, has a contract with Epic Charter Schools to provide operational services. According to Eger’s report, this contract is worth a flat fee of $125,000 per year, along with “a 10 percent share of the school’s collected revenues.”
When questioned by Eger, Harris said that Epic Youth Services is a “private company,” and, as such, should not be required to divulge who its “customers” are. But it is the public whose tax dollars have been used toward the charter school network managed by Epic Youth Services.
In December, Oklahoma State Auditor Cindy Byrd released information revealing that Epic Charter Schools failed to report close to $10 million in administrative costs, leading the state’s governor, Kevin Stitt, to demand repayment. As noted in a December report in the Oklahoman, “Epic denies it misreported any funds.”
According to Oklahoma officials, the charter school network has 60 days to refund the money to the state’s Department of Education.
Corruption Tarnishes Charter School Industry
Potential corruption issues such as these matter tremendously, even in the best of times. But right now, public education is facing the worst of times, at least financially. Budget crunches are par for the course in many school districts, especially in the wake of the Great Recession in 2008, when austerity measures hit public education particularly hard.
In states like Oklahoma, Arizona, and West Virginia, the longstanding underfunding of public schools helped create the Red for Ed wave of teacher walkouts and wildcat strikes that have rolled across the country since 2018.
In Minnesota, funding for K-12 and public higher education has not kept pace with inflation since the 2000s, when the state’s Republican governor, Tim Pawlenty, attempted to balance the state’s budget on the backs of schools, all while clinging to a “no new taxes” pledge.
Now, of course, the COVID-19 pandemic has caused a further funding crisis for many public schools who must now shoulder unexpected technology and cleaning costs, for example, while state and federal leaders can often be found dragging their feet when it comes to providing adequate financial support.
Charter Funding
In the midst of all this, the charter school industry has continued to grow, in Minnesota and many other states across the country. That has meant further stress on an already-shrinking K-12 education funding pot, as more and more publicly funded, privately run charters pop up—sometimes right next to a struggling traditional public school.
Consider the story of Saint Paul’s Hmong College Prep Academy. This school is Minnesota’s largest single-location charter school, serving close to 2,400 students in grades K-12. It is located in an industrial neighborhood of the city, and has asked for and received millions in municipal conduit bonds since the school was founded in 2003.
This money, along with per-pupil revenue from the state’s education coffers, has allowed the school to grow in terms of both enrollment and footprint. For one thing, the school recently built a large sports dome that the public is supposed to be able to access, since their tax dollars paid for it, yet Verges reported in August for the Pioneer Press that many neighbors have complained that they have not been allowed to reserve space in the arena.
These particular factors are just the tip of the iceberg behind Saint Paul City Council member Mitra Jalali’s decision to vote no on Hmong College Prep Academy’s most recent bond request.
Instead, in a recent interview with Our Schools, Jalali said she has made a commitment to shoot down any current or future conduit bond requests from charter schools until a formal impact study can be completed by the city’s planning department.
When asked why she thinks such a study is necessary, Jalali offered a list of concerns related to the continued spread of charter schools in Saint Paul.
Without a detailed impact assessment, Jalali argues, no one knows yet what the exact cost of these conduit bond-funded charter expansions is in terms of the city’s overall finances, for example. In some cases, growing charter schools take over previously taxable land or buildings, which reduces the city’s tax base. A similar interest-free charter school loan program in New Jersey led to “exploit[ation],” according to a 2019 exposé from reporters Abbott Koloff and Jean Rimbach.
These tax-exempt bonds are also designed to reduce the amount of income tax wealthy investors pay, according to a 2016 sales pitch from Ziegler, a private investment bank that specializes in financing private and charter school projects. Investors who help finance conduit bonds are typically not required to pay federal income tax on the interest generated from these bonds, the Ziegler document advises.
In return, investors offer borrowers a lower interest rate, making it easier for them to take on more debt and expand their privately run, publicly funded charter schools. These bonds are “free from state and municipal income taxes as well,” according to Ziegler. This in turn limits the amount of tax revenue used to fund public education in the first place.
Saint Paul already has a reduced tax base, Jalali noted, where a large number of churches and nonprofits exist but do not pay property taxes—an issue the Saint Paul Federation of Educators raised in 2017, in the face of another round of punishing budget cuts for the city’s school district.
Jalali also has questions about whether or not it is equitable for the city to help finance new charter school facilities while the Saint Paul Public Schools district struggles to maintain its own aging infrastructure. “Do Saint Paul Public Schools students have the same access to facilities as students who attend a new charter school?” she wondered.
What the city council has received, Jalali noted, is “individual applications from charter schools with varying degrees of transparency,” in terms of accountability and financial considerations.
Now, she and her fellow Saint Paul council member, Nelsie Yang, who have both voted no to recent bond requests, insist that the city needs to step back and create a more comprehensive application and review process before any more charter school expansions get approved.
Jalali is hoping such a review will be completed by city staffers within the first six months of 2021. In the meantime, schools like Hmong College Prep Academy will likely keep pushing forward, adding students and expanding their influence in Saint Paul, all on the public’s dime.
In the wake of all this, families in cities like Saint Paul will increasingly be at the mercy of school privatization schemes. These market-based approaches to education policy simultaneously drain funds from the public system while further creating islands of winners and losers, rather than lifting up all kids for the sake of the common good.
