
THE EDGEWOOD VOUCHER PROGRAM:
SOME PRELIMINARY FINDINGS

John Merrifield

In 1998, a unique voucher program began in the Edgewood Dis-
trict of San Antonio, Texas. Unlike the other privately funded pro-
grams, the Children’s Education Opportunity (CEO) Foundation will
pay the full tuition of virtually every nearby private school. Unlike the
other U.S. voucher programs, nearly every student is eligible.1 As a
result, the program could significantly raise private schools’ market
share. The stakes are high. Since nearly 80 percent of the school
district’s funding comes from the state on a per pupil basis, the
Edgewood District suffers a large revenue loss per student departure;
perhaps more than the cost reduction per student departure (Texas
Education Agency).2 In other words, the marginal cost avoided when
a student uses a voucher to enroll in a private school may be less than
the per pupil state funding. The unusually high stakes raise the prob-
ability that the voucher program will prompt changes in district poli-
cies, either because of competitive pressures or budget cuts.

Unlike other U.S. voucher programs, the Edgewood program es-
tablishes the nearly universal choice that is a key element of the
genuine competition that virtually everyone agrees would significantly
alter the K–12 education system. This article compares the Edgewood
program to a competitive education system with low entry barriers,
market-determined prices, and a critical mass of informed, mobile
consumers, and to the other U.S. cities with prominent voucher pro-
grams. In addition, it identifies key issues for further research and
tentatively assesses some of the program’s early results.
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Background

In 1955, and again, more prominently in 1962, Nobel Laureate
Milton Friedman urged policymakers to allocate government funding
of K–12 education through a universal voucher program. He argued
that the profit motive and the resulting competition would invigorate
schooling practices. With the surging civil rights movement and the
1957 launch of the Soviet Union’s Sputnik satellite, which highlighted
the woeful science and math skills of U.S. high school graduates.
Friedman’s reform proposal drew considerable attention. The
strongly worded 1983 Nation at Risk report (National Commission
1983), and disappointment with previous reform efforts, provided an
additional surge of interest. The voucher idea appealed to conserva-
tives eager to scale back the size of government and “liberals” con-
cerned about the especially serious plight of children from low-
income families (Jencks 1966; Singal 1991; Viteritti 1999: 55). But it
was not enough to prompt the implementation of even highly restric-
tive, distant cousins of Friedman’s proposal until 1990 when Milwau-
kee offered vouchers to approximately 1,000 low-income families.

Additional distant cousins now exist in Cleveland, Florida, and
Colorado, and in various cities through private funding. Because
those programs cap participation at a tiny fraction of the student
population, they can only transfer a few children among existing
schools within a little changed school system. Commentators, includ-
ing many academic scholars and prominent school choice advocates,
frequently overlook that critical limitation and hype even modest
escape-hatch programs as insightful experiments (Merrifield 2001:
chap. 3).

Milwaukee and Cleveland have the oldest publicly funded voucher
programs. Both programs limit participation to a small fraction of the
city’s low-income families. For example, starting with Milwaukee’s
1998–99 program expansion, the maximum number of vouchers rose
to 15 percent of enrollment, still far below the number of low-income
families. The expansion added church-run schools to the eligible
schools, but the demand for private school seats still exceeds the
supply. The Milwaukee program contains other competition-killing
rules. Private schools cannot cash vouchers unless they accept them as
full payment. In other words, the law bans private co-payments. The
effect is the equivalent of price controls. Since taxpayers support
public school users at nearly twice the level of a voucher user, the
co-payment ban also ensures that private schools must operate with a
major funding disadvantage. In the 2002–03 school year, the Milwau-
kee Public Schools spent $10,228 per child, while vouchers were

CATO JOURNAL

448



worth up to $5,783 (American Education Reform Council 2003).
During the years the widely known studies were under way, schools
could not start up just to serve voucher users. Each private school had
to enroll mostly non-voucher students. Still, many prominent choice
advocates said the alleged experiments would tell us whether any
voucher program, even parental choice in general, would work. Such
assertions mistakenly assume that even restriction-laden programs
would unleash market forces, or that school choice programs would
have the same general effects whether market forces were present or
not (Peterson 1997; Shlaes 1998; Wall Street Journal 1998, 2000). The
vast majority of remaining school choice advocates did not publicly
object to the misleading rhetoric.

Those restriction-laden programs were vulnerable to criticism no
matter what the test score data said about the voucher users. School
choice opponents said parental choice was a “failed reform” whenever
the voucher users did not appear to achieve test scores well above the
scores of the unsuccessful voucher applicants. When voucher users
did achieve statistically significant gains, choice opponents said it
didn’t matter because the programs only affected a fraction of the
student population.3

Florida’s program allows only low-income families to use vouchers,
and only after their children endure a low-performing public school
for at least two years. A public school earns the low-performing label
by getting a failing grade in two of four consecutive years. Like
the Milwaukee program, the Florida vouchers are worth about half
the sum that supports each public school user, and private schools
must accept them as full payment. In Florida, tax dollars support
a preferred private alternative only after the government formally
certifies its own failure and only if the private alternative seems
likely to do better with only half the money spent at the failed public
school.

The original Friedman proposal demonstrates that voucher pro-
grams are not necessarily limited to a fraction of the students (see
Friedman 1955, 1962, 1998). But few, if any, analysts acknowledge
that. Opposition to broader programs and school choice advocates’
propensity to support restriction-laden programs are the reasons
why so few students participate in the publicly funded voucher pro-
grams.

3See Carnegie Foundation (1992); Economic Policy Institute (1993); TSTA/NEA (1994);
Elmore, Orfield, and Fuller (1995); Smith and Meier (1995); Sanchez (1997); and Drury
(2000).
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The Unique Edgewood Program
The Edgewood program makes that district’s school system Ameri-

ca’s most competitive K–12 education market. Only low-income fami-
lies are eligible, but there is no numerical cap. Nearly 100 percent of
the district’s residents qualify, so it is a nearly universal voucher
program. However, there are still noteworthy limitations: possible
program expiration in 2008 is a potentially significant entry barrier;
low-income eligibility will probably limit product differentiation and
price movement effects; and the public schools still have a large
funding advantage.

In the year before the voucher program began (1997–98), taxpayers
spent $5,820 per Edgewood public school child. In 1998, a voucher
was worth up to $4,000.4 In 2001–02, Edgewood spent $6,729 per
child, and the largest voucher was worth $4,700. Private schools can
charge voucher users more than the voucher amount. Unlike the
private schools in Milwaukee and Florida, Edgewood private schools
do not have to accept a voucher as full payment. But the low-income
eligibility criterion will diminish the propensity to co-pay—that is, to
supplement the voucher funds with private funds. So, while allowing
such parental co-payments means that market forces will set prices,
the low-income eligibility criterion may substantially muffle the price
movement effects that are a key element of a competitive education
industry.

In 2002–03, Midway through CEO’s 10-year commitment, there
were 1,935 voucher users, a 14.4 percent increase over 2001–02.5

Since more than 96 percent of the 13,435 students enrolled in Edge-
wood schools in 2001–02 qualified for vouchers, there is still consid-
erable room for growth in the private sector (Texas Education Agency
2002). And there are good reasons to expect more voucher applicants.
According to CEO (1999), “The idea of school choice was totally
foreign to many parents—not believing that they could now choose
the school that was best for their children.” Use of the term “schol-
arship” in place of the term “voucher” confuses many parents. It
suggests that children must meet a demanding academic standard.
Many parents will not examine the program until they hear about it
from their neighbors.

4Private schools located inside the Edgewood District and new schools receive $3,600 for
a K–8 student and $4,000 for a Grade 9–12 child. At the time the program went into effect,
there were only four private schools in the district. Private schools located outside the
Edgewood District when the program began receive $2,000 for a K–8 student and $3,500
for a Grade 9–12 child.
5Personal communication with the CEO Horizon office, February 11, 2003.
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Research Issues and Preliminary Evidence

Previous voucher studies meticulously compared voucher users
with unsuccessful applicants—an approach that virtually assumed
that the voucher program would not significantly change the school
system. Mathematica Policy Research of Princeton, New Jersey, the
firm CEO hired to document the Edgewood results, produced many
of the early voucher studies. The assumption of no system change was
more appropriate for the small, restriction-laden programs studied to
date, but still dubious in light of later findings that public school users
benefited (Hoxby 2001). Edgewood’s nearly universal vouchers are
more likely to significantly affect non-voucher users. Certainly, Math-
ematica’s studies will continue to clearly establish whether academic
gains reflected by improved test scores are among the benefits that
persuade parents to request a voucher, but more is needed.

The Edgewood voucher program is a windfall for Texas’s remaining
school districts. In 2001–02, each Edgewood school departure gave
the state $5,518 to spend on the state’s other public schools (Texas
Education Agency 2001). Nearly all of the remaining $1,211 of the
district’s 2001–02 per pupil revenue of $6,729 comes from property
taxes levied on homes and businesses located in the district.

Within the Edgewood district, the departures to private schools,
with possibly more to come, suggest a number of potential effects.
Whether the transfers financially help or hurt the district depends on
the difference between avoided marginal cost and the state funding
lost when a student enrolls in a private school, and how district lead-
ers adjust to the enrollment losses. Edgewood officials and school
choice opponents, generally, said that high fixed costs would cause
the state funding loss to be much larger than the avoided marginal
cost. Dougherty and Becker (1995), in their econometric analysis of
data for all Texas school districts, found that avoided marginal cost
was more than 80 percent of the average cost, but they note that the
actual savings depend on how many children leave. The departure of
one student saves the district almost nothing, but reduces the dis-
trict’s funding. A large number of departures would allow the district
to reap substantial savings by cutting teaching positions and possibly
closing some schools.

District responses may go beyond the effects of improved or de-
graded finances. Mark Walsh of Education Week said that the
voucher program was making the district change its policies: “Though
district officials in Edgewood are loath to admit it, the voucher pro-
gram appears to have shaken them out of complacency and motivated
them to respond in concrete ways” (Walsh 1999: 46). However,
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Walsh cited no changes in instructional practices, and Hess (2002)
found “little evidence of substantive educational response.” Walsh
(1999) cited the funding of a $120,000 management study, but the
district showed no interest in CEO’s offer to pay for a consultant to
help the district answer the competitive challenge. At the time of
Walsh’s article, the only other responses were political action, mar-
keting, and public relations. The more recent findings of Hess (2002)
are similar.

However, the preliminary evidence suggests that district students
may have benefited from rivalry for students, reduced class sizes that
resulted from the district’s refusal to adjust staff to enrollment losses,
and causes too subtle for Hess (2002) or Walsh (1999) to detect.
Indeed, the voucher program benefits suggested by the comparison
of Texas school district test score gains (Greene and Forster 2002)
need to be traced to their source so that others can copy the relevant
practices.

Voucher opponents also argued that district students would suffer
from the loss of their most proficient classmates, but cited no evi-
dence that the voucher users were the district’s best students (CEO
1999). An actual comparison of voucher users and Edgewood peers
did not find significant differences (Mathematica 1999). Indeed, the
academic level of some voucher users was so bad that remedial pro-
grams were not enough to enable them to cope with the private
school curriculum. They had to return to their assigned Edgewood
public school, an effect that voucher opponents said was an indication
of parental dissatisfaction with the private schools and the voucher
program (CEO 1999). Still, the fact that many voucher users were in
desperate need of academic improvement does not rule out what
researchers usually term negative peer effects. The classmates they
left behind might have been even less proficient. Even the prelimi-
nary evidence that district students benefited does not rule out nega-
tive peer effects. Negative peer effects may have reduced apparent
gains that resulted from still unidentified achievement-boosting
agents. This volatile political issue needs more attention.

Peer effects in private schools that accept voucher users are also
potentially important impact issues. The arrival of academically defi-
cient voucher students can harm non-voucher private school users by
prompting curriculum adjustments, creating disciplinary distractions,
and increasing class size. Large adverse effects would force private
schools to bar voucher users, but smaller effects might not. The
combined effect of small academic losses by many non-voucher pri-
vate school users could exceed the gains of the voucher users.

The new private schools are mostly small enterprises located in
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converted rental space. Major expansions and new school construc-
tion apparently cost more than what can be charged—the voucher
amount plus whatever co-payment schools request. The Edgewood
area’s largest new school opened with assistance from private donors,
including supporters of the voucher program (Hess 2002). The older
schools filled up and some have undergone modest expansions. Those
facts suggest two possible financial situations: (1) the private school
marginal cost typically exceeds the voucher amount plus the co-
payment, but church-run schools are willing to extend subsidies to a
limited number of additional children; (2) major expansions cost more
than what private schools can charge, but strategies like filling empty
seats in existing classrooms, making modest expansions, and convert-
ing vacant commercial space into small schools cost less than what
they can charge. Another critical factor in private-sector behavior is
that voucher funding is certain only through 2007–08. Businesses may
limit capital outlays to items that will pay for themselves by then.

Findings From a Quasi-Experimental Approach

Despite their long history, quasi-experimental approaches are not
widely used by social scientists.6 I use it to generate some preliminary
findings from the Edgewood data, but the primary point of this sec-
tion is to demonstrate that a quasi-experimental approach is an ad-
ditional source of evidence, or an alternative to the econometric ap-
proach most widely used to document cause-effect relationships. The
quasi-experimental approach addresses the often-serious limitations
of the econometric approach (Heckman and Smith 1995), including
demanding assumptions, data deficiencies, and potential model speci-
fication error. For example, the control variables may not account for
all of the achievement-impacting factors present in 1,041 Texas
school districts, and the Edgewood program may have influenced
some of the other districts in the statewide data set of the Greene and
Forster (2002) econometric analysis. Edgewood is part of a 15-district
county. The media attention generated by the voucher program may
have prompted changes in adjacent school districts. And since Edge-
wood contained only four private schools in the 1998–99 school year,
many voucher users attend private schools outside the Edgewood
District. Therefore, the voucher program may have produced poten-
tially important private-sector effects in adjacent districts. Because

6See Bondonio (2002), Isserman and Merrifield (1982), and Rephann and Isserman (1994)
for social science demonstrations of quasi-experimental approaches.
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the quasi-experimental approach entails a straightforward comparison
of similar entities, quasi-experimental results are also more accessible
to lay people than jargon-laden discussions of econometric results.

Instead of attempting to econometrically divide the cause of dif-
ferences between diverse school districts into separate categories, a
quasi-experimental approach limits comparisons to districts that were
very similar until vouchers arose in Edgewood. The quasi-experi-
mental approach begins with a mixture of descriptive statistics and
judgment to identify the school districts that most closely resembled
Edgewood before the initiation of the voucher program and are un-
likely to be influenced by it. I used test scores, socioeconomic char-
acteristics, budget, distance from the international border, and dis-
tance from Edgewood to pick a six-district control group that is un-
affected by a nearly universal voucher program. Differences between
the place affected by the voucher program and the control group
define the effects of the program. Unlike an experimental approach,
however, the quasi-experimental control group is not the result of
random assignment. The interpretation of results must take into ac-
count any differences that existed before the introduction of the
factor being studied.

Table 1 contains the Edgewood District data and the control group
range. Comparisons of 1994–95 and 1997–98 data indicate that the
data trends were similar. The key factor is that all seven districts have
a high percentage of economically disadvantaged, nonwhite students.
The pre-voucher program similarity of the seven districts underpins
the key assumption of the analysis that the voucher program will be
responsible for any significant changes in the small remaining 1997–
98 differences. During the last year prior to the initiation of the
voucher program, the Edgewood district had a slightly higher percent
of economically disadvantaged students than any control group mem-
ber, but also slightly more money per student than any of the control
group members. Crystal City, the only district not located in a major
urban area, is still in the control group because its percent nonwhite
and economically disadvantaged were closest to the Edgewood num-
bers.

A striking feature in Table 1 is that the gains in the percentage of
Edgewood students passing the Texas Assessment of Academic Skills
exams administered at several grade levels between 1997–98 and
2000–01 were not matched by similar improvements in ACT scores
(one of the two college entrance exams). A narrow focus on TAAS
items (minimum skill criteria) apparently does not translate into in-
creased competency on more demanding exams like those that aim to
measure readiness for higher education. Though typically not as many
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students take the ACT exam as the rival SAT, the ACT data were
included because the SAT underwent some changes during the 1990s
that complicate comparisons over time.

In terms of the TAAS minimum skills test, data from the voucher
program’s first year are moderately encouraging. Edgewood’s 8.2 per-
centage point rise in the TAAS pass rate from 1997–98 to the 1998–99
school year (Table 2) is the second largest rise among the seven
districts. Crystal City, Port Arthur, and Robstown enjoyed smaller
increases, while Wilmer-Hutchins and West Oso suffered pass rate
declines. Waco, the control group member with the smallest percent-
age of nonwhite students, but not the least economically disadvan-
taged, enjoyed the largest gains. Though Edgewood was the most
economically disadvantaged of the seven districts, Waco’s 8.5 per-
centage point gain only barely eclipsed Edgewood’s 8.2 percentage
point gain. Among the five districts that registered first year TAAS
gains, only Crystal City and Edgewood did not register contradictory
declines in the ACT score. Wilmer-Hutchins and West Oso, the two
districts that registered a first year TAAS decline, enjoyed large ACT
gains.

The more recent Edgewood TAAS gains were smaller than the
1997–98 to 1998–99 gains. The ACT scores rose from 1998–99 to
1999–2000, but fell again in 2001 (Table 1). The 2002 ACT scores are
not available yet. None of the recent scores topped the 1994–95 ACT
score of 17.1. Edgewood’s 1997–2002 steady TAAS gains were com-
parable to TAAS gains seen in Crystal City, Port Arthur, and Waco,
and significantly better than the gains recorded in Robstown, Wilmer
Hutchins, and West Oso. All but West Oso saw 1997–2001 ACT
declines.

The quasi-experimental results are consistent with the Greene and
Forster (2002) econometric findings. Edgewood appears to be slightly
outperforming the average TAAS gains of similar school districts. The
next section discusses how to interpret and not interpret econometric
and quasi-experimental findings.

Data Interpretation

Deciding what the empirical evidence means could be a much
tougher task than resolving model-specification issues or deciding
which data to seek. Given the controversy that surrounds even the
smallest voucher program, misleading or incomplete reports could
have a devastating impact on the direction and effectiveness of school
choice efforts. To see how inappropriate perceptions of parental
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choice as an agent of change might arise, consider how the possible
research outcomes could be interpreted.

Suppose that after a few more years, credible studies document
significant achievement gains by Edgewood’s public school students,
relative to the six control group districts, by voucher users and by the
non-voucher private school users. Such findings would mean that
nearly universal parental choice, even with some key shortcomings,
creates enough pressure to noticeably improve the school system,
including the private sector. But even this rosy scenario raises impor-
tant concerns. The effects of an Edgewood-like program might be
very different in other places. A means test reduces universality and
competition much less in Edgewood than it would in most other
places. And policymakers may fail to recognize that a less restrictive
program would produce significantly better results. For example, the
gains of Arizona, Michigan, and Milwaukee public school users most
affected by rivalry enhanced by vouchers or charter schools are be-
coming well known, but the modest size of the gains is not (Hoxby
2001). It would take 10 to 20 years of such gains for the students in
those schools to reach achievement levels that are only as bad as
nearby suburban public schools. Despite their gains, the Milwaukee
public schools only barely averted a threatened June 2000 state takeover.

What if the researchers document significant gains for voucher
users, but find little change elsewhere, or even that no group of
children appears to be better off? Absent convincing summary analy-
ses that blame restrictions, or demonstrate that the data do not allow
us to assign blame, opponents of school choice will give their standard
answer to the “why” question—namely, “choice does not work.” In-
ability to soundly refute such assertions could adversely affect the
political feasibility of parental choice policies for a long time.

It is important to recognize that even if the Edgewood District fails
to respond positively to the voucher program, that does not neces-
sarily mean the program is ineffective. Government (public) schools
are hard to change. Entrenched interests and long-standing practices
cannot be altered overnight. Asked to apply the findings about orga-
nizations’ typical response to disruptive change to the K–12 system,
Christensen (2001: 7) said, “Processes and values in K–12 really do
make change virtually impossible in the current context.” The Edge-
wood voucher program’s limitations, especially looming expiration in
2008, also undermines the district’s incentives to substantially change
their policies. If the voucher program cannot overcome the school
district’s inertia, the research reports must reveal whether too many,
or too few, limits on choice were responsible for a failure to achieve
significant improvements. Growth, diversification, and improvement
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in the private sector, where new schools can readily replace those
unable to adapt to change, is an appropriate, sufficient measure of the
Edgewood program’s effectiveness.

Ineffectiveness would not mean that parental choice is a bad idea.
Only compelling evidence of harm to others justifies constraints on
freedom. Insignificant effects from genuine competition would only
require the authorities to pursue K–12 reform by other means. A
general condemnation of parental choice is proper only if credible
studies demonstrate that well-informed, competitive behavior was
present (new schools opened, others closed, product differentiation
occurred, there were flexible prices), and that the dominant effects
were harmful.

A Better Choice Experiment?
If studies demonstrate that the Edgewood Program did not harness

market forces enough to at least transform and expand the private
sector, potential donors must confront an important choice, and gut-
wrenching tradeoffs. To produce the improved competitive education
industry experiment that might yield an authoritative, positive dem-
onstration of market forces in K–12 education, donors would have to
concentrate significant resources in a single area. Unless they can
commit a large amount of additional money to private vouchers, pur-
suit of the improved experiment would mean less assistance for chil-
dren in many areas, and a smaller total number of children receiving
tuition help. Both the potential benefits and costs are quite signifi-
cant.

If the donors that support the various CEO-type privately funded
voucher programs should decide to pool their resources to create an
improved market experiment, the resulting parental choice must be
truly universal. The ability of middle- and upper-income families to
make co-payments to supplement vouchers would increase education
funding, establish the critical market mechanism of price change, and
foster more rapid introduction of innovations and the critical differ-
entiation of education services. To save money without unduly dis-
torting competitive pressures, existing private-school voucher users
and the truly wealthy could be temporarily denied vouchers.

Universal choice within an entire average, medium-sized county
will produce clearer findings than universal choice in an overwhelm-
ingly low-income neighborhood in a large metropolitan area. Funding
constraints will dictate the appropriate size of the universal choice
area. Do not call it a pilot program. That makes it sound temporary.
A long-term funding commitment is critical for the program to bring

EDGEWOOD VOUCHER PROGRAM

459



forth something like the investment response to a permanent, pub-
licly funded universal voucher program. Uncertainty about the finan-
cial staying power of private donors would still create some differ-
ences between the investment response to a privately funded pro-
gram and the response to a permanent publicly funded universal
voucher program.

Conclusion
The Edgewood program is a lifesaver for thousands of children and

a fairly good voucher experiment. “Fairly good” means that the Edge-
wood program might energize the school choice movement or cripple
it. If the program is a significant reform catalyst, careful interpretation
of the Edgewood results could spark the “wildfire” that Milton Fried-
man said would spread across the country from the nation’s first real
demonstration of market forces in K–12 education. But the differ-
ences between a “fairly good” experiment and a well-designed experi-
ment may be enough to curb the strong market response that would
transform or replace ineffective schools.

This article identified the key research and interpretation issues
surrounding various possible outcomes under school choice, includ-
ing disappointing outcomes. Researchers need to ensure, however,
that weak results in certain programs do not create despair about very
different, but superficially similar reform proposals.
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