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PROCEEDI NGS

M5. OLSEN. CGood afternoon, everyone. Wlcone to the
Cato Institute. Sorry to keep you waiting. W had a speaker who
actually had to run fromhis hotel to get here, but we are gl ad
that he nade it. Sone of the flights were a little bit slow
t oday, but everybody is here. |It's good to see you all here, and
|"mso glad you could be here.

We have a wonderful forum planned for you today to
di scuss the Arizona scholarship tax credit, which is a study that
we' ve been waiting a long tine to put out, and waited a long tine
to find out the findings that are in here. It's the first
schol arship tax credit of its kind. And the findings, | think,
are just wonderful. And Carrie will get into those details
t oday.

As you know, at the Cato Institute, we work hard to try
to infuse the K through 12 systemw th sone free narket
principles, so that parents, instead of just having to send their
children to schools assigned by the governnment, they actually
have sone choi ce and sone direct say over the kinds of schools
their children go to and the educational environnents they're in.
And | certainly believe that scholarship tax credits are one of
t he best nmethods of restoring that parental freedom and choice to

parents.
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Today we have three wonderful speakers. |[|'ll introduce
themall now, and then they will just come up to speak, and then
we' Il have a nice question and answer period. To ny right is
Trent Franks. He is a fornmer nenber of the Arizona House of
Representatives, and he is the author of Arizona' s scholarship
tax credit legislation. It's wonderful to have him Currently,
Trent is President of Liberty Petroleum Corporation, and he is a
candi date for the U S. Congress.

To my far left is Carrie Lips. Carrie is the author of
the study we're rel easing today on the Arizona schol arship tax
credit, and she is also a forner Social Security Analyst at the
Cato Institute. Her witing has appeared in nunerous
publ i cations, including the Washi ngton Post, USA Today and the
Atl anta Journal Constitution. She received her bachelor's degree
fromPrinceton University and, nost recently, her master's degree
fromthe Kennedy School of Government at Harvard. So, we are
delighted to wel cone Carrie back to Cato today.

And right here, directly to ny left, is Lisa G aham
Keegan. She is a founding menber and Chi ef Executive Oficer of
t he Education Leaders Council. And she was Arizona's
Superi ntendent of Public Instruction when Arizona inplenented the
scholarship tax credit. She is a huge proponent of school
choice. And in 1999, she was awarded the MI|ton and Rose D

Fri edman Award for Leadership in Educati onal Choi ce.
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| hope that you will welconme our speakers today, and
let's get started with Trent.

(Appl ause.)

TRENT FRANKS,
FORVER MEMBER, ARI ZONA HOUSE OF REPRESENTATI VES, AND

AUTHOR OF ARI ZONA' S SCHOLARSHI P TAX CREDI T LEQ SLATI ON

MR. FRANKS: Well, | guess the first thing I would |like
to do is just to thank the Cato Institute for allowing nme to be
here. It was such a kind invitation. And it's interesting,
because the Cato Institute was probably the first national public
policy think tank that considered the scholarship tax credit's
passage to be sonet hing of consequence. And | know that Carrie
Lips and Darcy O sen, in a sense, have been preaching the CGospel
for tax credits for a long tinme. And | want themto know, and
hope all of you too, that we are so grateful to both of them

It's also true that in nost States, the Superintendent
of Public Instruction in those States is often an opponent of
true school choice. And that is not the case, or was not the
case, in Arizona when we had Lisa Keegan as our Superintendent.
And | have to say to you fromny heart that if it were not for
her help |I amconvinced that this effort to pass this scholarship

tax credit woul d have fail ed.
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And | see so nany of you out there that have been
chanpions for children, and tried to do things that woul d nake a
difference in the educational system And | can only say to you
that | am convinced that many children, thousands of children,
countl ess children, who wll never know your nanme, wll walk into
sunni er places on the higher roads of |ife because you |lived and
because of your comm tnent.

It is, in my opinion, in spite of today's circunstances
and the tragedies that we have faced in the | ast week, entirely
appropriate for us to be here in this place today. Ronald Reagan
told us sonething. He said: You and | have a rendezvous wth
destiny. W can preserve this, the | ast best hope of mankind on
earth for our children and our children's children. O we can
sentence themto take that very last step into a thousand years
of darkness. |If we do fail, at least let our children and our
children's children say of us that we justified our brief nonment
here. W did all that could be done.

And | think the tragedi es of recent days rem nd us that
sonetimes the steps into darkness are closer than we reali ze.

And our children certainly appear to perhaps have to face greater
chal  enges than we ever did. And it neans that we nust all be
desperately focused on equi pping themto face the future know ng

the truth and | oving one another. And that has been the goal of
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school choice, in all of our hearts. And that has certainly been
the goal with the scholarship tax credit effort in Arizona.

And so with that, let ne just say to you that with the
short tinme that we have, all of you are famliar with the voucher
efforts, and maybe | could just point out a few differences. |
know all of you have faced different strategies, and | appl aud
you fromny heart. And with that, | hope you'll give ne
diplomatic inmmunity as | try to explain sone of the advantages
that we feel that the tax credit has to offer.

First of all, about 80 percent of the scholarship
charities in Arizona that collect the nonies fromthe donors
focus on | ow-incone children. And that means about 70 to 80
percent of the children are | owincone children that receive
t hese scholarship tax credits. But this effort is powerful
enough that it has the ability to schol arship m ddl e-incone
famlies, as well, if it's used to its fullest extent. The
effort also provides significant savings to taxpayers.

Now, | know that's nore fully dealt with in the Cato
report, but nore and nore people are comng fromthe public
systens with their children to the private system And every
time that happens we save the State at |east $2 in expenditure
for every $1 in tax revenues that they lose. And in addition,

parents often augnment their children's scholarship with nonies of
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their own, which provides even greater savings. And as tine
passes, the savings will increase.

The Arizona nodel is also an extrenely powerful
mechanism By the end of this year, we will have raised about
$50 mllion to date. W are schol arshi ping nearly 16, 000
children, which makes it the |argest school choice effort in the
nation as far as a statewide program And if everyone in Arizona
t ook advantage of the tax credit, we'd raise over $1 billion,
whi ch woul d schol arship half the children in the State. So, the
mechani smis powerful, probably nore so than being able to
convi nce people to appropriate nonies for vouchers.

The programis also insulated from governnment intrusion
or interference. And that's especially inportant for two
reasons. One, the first one, like vouchers, the schol arship tax
credit allows parents to be the one to choose the schools.
That's a foundational prem se that we all understand. But the
tax credit, unlike vouchers, gives choice on another front. And
that's sinply that it allows those who bear the cost of the
education, or the programin this case, to have full choice over
where their dollars go.

And that is a constitutional issue that is of
significance, because it makes it very difficult for our
opponents to get a hold of it. They've called it -- what's the

word, Lisa -- they've called it fiendishly clever, when really
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it's divinely sinple. It's sinply that these are private
donations, comng fromprivate individuals, going to private
schol arship charities, to go to private schol arships for private
individuals to go to the private school of their private choice.
And | will privately suggest to you that that drives the NEA and
ACLU privately insane.

(Laughter.)

MR. FRANKS: Because they cannot get a hold of it. And
that's significant. That's one of the big differences. The tax
credit, in view of those things, is far easier to pass
| egislatively and to sustain judicially because they sinply have
a difficult time speaking against it effectively.

But the greatest advantage, in ny mnd, of the
scholarship tax credit is its inherent ability to protect
religious schools receiving private schol arshi ps from gover nnent
interference or intrusion. And that's a big one. Because | know
that it is very difficult for all of us in political terms, in
the political realm to discuss this whole issue of religious
education and parents' rights in that regard, but that's one of
the strongest and nost inportant issues we have to deal wth.
Because all of us really know in our hearts -- the NEA and the
ACLU certainly know -- that education is nore than just reading,

witing and arithnetic.

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



W know, as Thomas Jefferson told us, that the purpose
of true education is to create young citizens with know ng heads
and loving hearts. And we know that the heart of education is
t he education of the heart. And it's difficult sonetinmes to
bring that into the kind of focus that it needs. It's very
difficult for us to bring the educating of the hearts of our
children into the grip and clarity that | believe it deserves.
But perhaps we should just rem nd ourselves that it is far easier
to shape the warm hearts of children than it is to reshape the
cold hearts of adults, or nen.

There was once a tine -- and | say this in the context
of being a Sunday school teacher for toddlers -- there was a tine
when Adolf Hitler, Josef Stalin and Osama bin Laden were just
little children. And perhaps their hearts could have | earned the
| ove for innocent human Iife had they been afforded that
opportunity. | don't know. But |I do know that they slipped
t hrough our fingers and that they grewinto tw sted souls whose
| egacy is cataclysmic atrocity, hate and evil that is a
horrifying witness of what is truly at stake in this debate.

So, | would adnoni sh each one of you in your battle to
try to make a better world for children, a better educational
system to renmenber that the nost priceless truth that a child
can ever learnin this world is that he is a child of God, that

he is a profound mracle of God, and that every other child on
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this earth is the sanme kind of mracle. Because if children
learn to be at peace with their God and |l ove their fell ow
children, their fell ow human beings, then they will have the
possessed purpose and the notivation to | earn science and math
and physics and all of these other things, and they will live and
build a better world, and at the end of the day, that they wll
find their way hone.

Now, | guess, in closing, | would just suggest to you
that the nessage of truth that we have to pass along to com ng
generations is very inportant, because you and | are not here
very long, and so we have to be very deliberate, we have to be
very clear-m nded, and we have to hurry. And perhaps the
adnoni tion of the school nmaster of the nation, Daniel Wbster,
woul d be appropriate; | think he would say the same thing to al
of us today.

He said: If we work on marble, it will perish. |If we
work on brass, time will deface it. |[If we rear up tenples -- and
per haps we mi ght add, Wrld Trade Centers -- they will crunble
into dust. But if we work upon immortal mnds and i nbue them
wth principles, with the just fear of God and the |ove for our
fellow nmen, we engrave on those tablets sonmething that wl|

brighten for all eternity.
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And | guess | would just hope that all of us today

1

could recommt ourselves in the filling of this world with young

citizens who possess know ng heads and | ovi ng hearts.
Thank you, and God bl ess you.

(Appl ause.)

CARRI E LIPS, AUTHOR
"THE ARI ZONA SCHOLARSH P TAX CREDI T:

G VI NG PARENTS CHO CES, SAVI NG TAXPAYERS MONEY"

M5. LIPS: Thank you, Trent.
When | first learned of Arizona' s scholarship tax
credit, | was intrigued. This tax credit allows taxpayers to

receive a dollar-for-dollar tax credit for donations to

organi zations that provide scholarships to children to help them

attend private school. Those organi zations are required by | aw

to distribute 90 percent of the funds they take in, in
schol arships. At first, the nmaxi mum available tax credit was
$500, although that Iimt has since been raised to $625 this
year.

This tax credit appeared to have the potential to
i ncrease the nunber of parents able to exercise school choice
wi thout the political difficulties associated with nore

traditional school choice initiatives such as vouchers. But
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while the potential for the scholarship tax credit program was
undoubtedly prom sing, there was very little information about
the State's experience with the programthus far. Therefore, ny
partner and | decided to study the programin an effort to answer
four principal questions.

First, what organi zati ons have been created to ful fil
the job of receiving the donations and distributing those
schol ar shi ps?

Second, whomis this program hel pi ng? Wat students
and fam|ies have been receiving the schol arshi p noney?

Third, what has been the inpact of the program on
Arizona's education system and on the State budget?

Finally, and perhaps nost inportantly, based on this
experience, what will we expect to have experienced in the
future? WII nore private schools be created? How nmany nore
children will this hel p?

In order to answer these questions, working with our
advi sor, Professor Paul Peterson, of Harvard, we devised a survey
whi ch we sent out to all the organizations that the Arizona
Departnment of Revenue identified as student tuition
organi zations. W then nmade follow-up calls and spoke wth
representatives of those organi zations in order to gather

suppl enent al dat a.
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W surveyed Arizona's private schools in order to gain
a better understanding of the existing private school
mar ket pl ace. And, finally, we drew upon data collected by the
Arizona Departnent of Revenue, Departnent of Education, and the
Gol dwater Institute.

Overall, we found that between the years 1998 and 2000,
Arizona's tax credit generated roughly $32 nmillion in donations.
That nmoney was received by 30 schol arshi p organi zati ons and
funded 19, 000 schol arships. |In answering our first question,
"What ki nds of organizations exist to take in and to distribute
t hose donations?" we found that the nore than 30 organi zations
represent a wide array of interests. Only a few of the
organi zati ons accept applications fromall students and give
schol arships to attend any private school in Arizona. Most
specialize in serving specific groups of students.

For exanpl e, sone assist students on the basis of
religious affiliation. Qhers by the type of school they attend,
such as Montessori. Qhers give scholarships only to students
attending private schools affiliated with that organization. In
fact, many organi zati ons are offshoots of specific private
school s and serve the needs of students already affiliated wth
t hose private school s.

Most of the schol arship organi zations are small. O

the 34 organizations active in 2000, 20 raised |less than
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$200, 000, and nine raised | ess than $50,000. This diversity of
organi zations represents a significant benefit to the schol arship
tax program which Trent alluded to. Rightly or wongly, other
school choice initiatives -- nanmely, vouchers -- are seen by
critics as using public funds to support private religious
school s.

This tax credit programis sinply immune to those
charges. Each charitable organization sets the size of the
scholarship and eligibility standards. Those taxpayers who want
to take advantage of the opportunity to donate to an organi zation
choose the organi zation that reflects their values. Qur research
i ndi cates that the taxpayers have a | ot of choice and a w de
sel ection of such organi zations to choose from

Thi s under standi ng about the variety of schol arship
organi zati ons hel ped us al so to answer our second question:

Whi ch students is this initiative helping? W knew that there
was this wide variety of organizations, but we also wanted to
consider the criterion those organi zations used to sel ect the

i ndi vidual schol arship recipients. W found that,

overwhel m ngly, the schol arshi p organi zati ons used financi al need
as the primary criterion for allocating scholarships to eligible
students. In sone instances, the schol arship organi zations
relied on the private schools thenselves to identify the needi est

students and to help distribute the schol arshi p noney.
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In some sense, sonme of the schol arshi p organi zati ons
can be better understood as a kind of financial aid office for
private schools, assisting students that have been identified as
having a serious financial need. |In total, we estimted that
nmore than 80 percent of schol arships were received by students
identified by these organi zati ons as having a financial need.

In addition, we tried to estimate how nany of the
schol arshi ps were received by students newy transferring from
the public to private schools or students who would have had to
return to public schools if the scholarship weren't avail abl e.
Unfortunately, many of the representatives of the schol arship
organi zati ons could not provide that information. They sinply
weren't collecting the data.

However, it was clear fromour interviews that at this
ti me nost schol arships are used by students already enrolled in
private school. 1In total, of the organizations able to offer an
estimte, 36 percent of the schol arshi ps were used by formner
public school students. However, those organizations accounted
for only a small fraction of the total schol arships distributed.

Therefore, we thought it was reasonable to assune that
t he organi zations that collected that data had a hi gher
percentage of such schol arshi ps than the average organi zati on.
So, we estimated that roughly between 15 and 30 percent of al

schol arshi ps were dedicated to students newly transferring or who
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woul d ot herwi se have had to attend a public school. |In order to
be conservative about the effects of the program for the rest of
our calcul ations we assuned that 20 percent of all scholarship
reci pients were used by students who woul d ot herw se have

att ended public school.

G ven the private schools' incentives, and the
i ncentives of the scholarship organi zations, to target aid to new
students, it mght seemsurprising that only roughly 20 percent
of schol arshi ps went to such students. But one nust consider the
process nost schol arshi p organi zations currently use to attract
applicants and the situation that those organizations face. Most
of these organi zations have just started up. They have, by |aw,
l[imted adm nistrative resources. As | nentioned before, they're
required by law to use 90 percent of their funds for the
schol arshi ps thenselves. And therefore nost have made only
limted efforts to encourage new students to apply for
assi st ance.

However, many schol arshi p organi zati ons expressed a
desire to inprove outreach progranms to | ow-incone famlies with
children currently in the public schools. For exanple, one
organi zation described its plans to increase awareness of the
availability of the schol arshi ps by piggy-backing with prograns
that serve | ow-inconme students, such as the Big Brother/Big

Sister Program and Boys and Grls Clubs. This suggests that in
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the future nore and nore scholarships will go to students who are
right nowin the Arizona public school system

So, based on this information, we concluded that the
typi cal scholarship recipient cones froma relatively | ow-incone
famly which has been making significant sacrifices to send their
child to private school; but 1 in 5 scholarship recipients are
students who woul d have otherwi se had to attend a public school
This estimte of the nunber of schol arship recipients who woul d
have ot herw se attended public school allowed us to answer our
third question: Wat has been the inpact on Arizona' s taxpayers?

To the extent to which the students who receive
schol arshi ps are already attending private school, then the tax
credit is atotal loss for Arizona's budget. However, for each
student, in the year 2001, who woul d have attended a public
school if it weren't for the scholarship, the State and
| ocalities save roughly $4,600 worth of resources that woul d have
ot herw se been used to educate that child in the public schoo
system

For exanple, the $13.7 nmillion donated to schol arship
organi zations in the year 1999 funded nearly 15,000 schol arshi ps
for the year 2000-2001, that school year. Since roughly 3,000 of
t hose schol arshi ps were used by students who woul d have ot herw se
had to be educated at public expense, we estimate that the

savi ngs associated with not having to educate those children in
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t he public school systemwas worth approximately $13.8 mllion,
al nost exactly offsetting the cost of the tax credit.

This is perhaps the nost interesting finding about the
tax credit: Wile critics of school choice prograns claimthat
such prograns hurt the public schools by draining resources away
fromthem in fact the exact opposite appears to be true. Wen a
student | eaves the public school, they free up resources for
ot her students in that public school. It helps nake it possible
for public schools to achieve the goals you hear chanpi oned by
many of those critics: smaller class sizes, nore conputers per
student, et cetera.

To understand this dynamc, it's helpful to consider
the reverse situation. |It's easy to understand that if al
private schools in Arizona were suddenly closed, and the close to
50, 000 students currently attending private school had to switch
back to the public schools, it would represent a significant new
burden on Arizona's public school systemand on Arizona
t axpayers. The State would have to hire nore teachers, buy nore
suppl i es, and perhaps even build new school buil dings.

I f we accept that new students entering the public
school systemrepresents a new cost for the State, clearly then
the reverse is also true: |If nore students |eave the public

school system taxpayers save noney, and resources that would
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have ot herwi se had to be used to educate those students are freed
up.

Therefore, in summary, we found to date that Arizona's
tax credit program hel ped roughly 3,000 nore students afford
private school in the 2000- 2001 school year. It also reduced the
cost of private school for another 12,000, nost of whom were
identified as having a financial need. And this initiative was
essentially costless for Arizona taxpayers since it reduced the
nunber of students having to be educated at taxpayer expense.

That left us to consider the |ast, nost inportant,
guestion: Wiat is the likely effect of this relatively new
programon Arizona's future? That answer depends on nmany
factors. Most significantly will be the rate of taxpayer use of
the tax credit. Last year, just 2.2 percent of Arizona taxpayers
t ook advantage of the tax credit and contributed to a scholarship
organi zation. That's up from 1.8 percent of taxpayers in the
year 1999. W estimated how nuch noney woul d be rai sed each year
in the future based on noderate, conservative, and high-growth
assunptions about the rate of increase in taxpayer participation.

Under the noderate growh scenario, we assune that the
rate of participation will increase by 1 percentage point each
year anong taxpayers with yearly incones of $50,000 or nore.

This woul d nean that by the year 2015, only 5.4 percent of al

Arizona taxpayers wll be using the credit. This represents a
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rate of increase in participation that is significantly |less than
we have seen since the tax credit first becanme avail abl e.
Therefore, in this noderate growth scenario, we are assum ng that
the rate of growth would sl ow over tine.

On the one hand, it seens reasonable to assune that the
rate of increase in participation would sl ow once those taxpayers
nost likely to be interested in using the tax credit are already
doing so. However, there is also reason to believe that this
noderate grow h scenario nay be too conservative. It would al so
be a reasonabl e set of assunptions that, over time, as nore
children receive schol arships, that their parents will encourage
others to donate to schol arship organizations, |eading taxpayer
participation and total donations to increase nore quickly.

However, in order to be conservative, we focused on
this noderate growth scenari o, which would nean that the tax
credit would generate $58 mllion of donations in the year 2015.
In order to calculate the future effect of the program on
Arizona's budget and on Arizona's education system we considered
a range of assunptions about the nunber of schol arshi ps that
woul d thus be avail abl e and the portion of those schol arshi ps
t hat woul d be dedicated to students newy transferring fromthe
public school system

These projections gave us a sense of the likely inpact

of the programin the future. Overall, we project that the
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schol arshi p organi zations will likely be hel ping send between

11, 000 and 37,000 new students to private school by the year
2015. These estinmates suggest that enrollnent in private schools
will increase from5.2 percent of the student population to
between 5.9 and 8.3 percent of the student popul ation.

Addi ti onal scholarships will also reduce the burden of
those famlies with students already in private schools. In
fact, according to our conservative estimates regardi ng the
nunber of schol arshi ps that woul d be used by forner public school
students, there would be enough schol arships left over to assi st
bet ween 40 and 80 percent of those students already in private
school s.

The savings generated by the tax credit in the future
will likely mean that the scholarship tax credit programwll, at
a mninmum remain revenue neutral for Arizona's budget. But it
nore likely will generate significant savings, perhaps in the
magni t ude of nore than $10 million per year by 2015.

The tax credit programw |l also likely increase the
nunber and diversity of the private school marketplace in
Arizona. Assum ng that each private school serves roughly 200
students, an additional 60 to 175 private schools would |ikely
open by 2015. Wile this nmay seemlike a significant increase in

the supply of private schools, Arizona has proven that when there
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is a demand and resources are avail able educators can create nore
school s.

For exanple, when Arizona changed its law to allow for
the creation of charter schools, the nunber of charter schools
grew from46 in 1995 to over 400 for the 2001 school year.
Therefore, overall, our study confirmed that there is a great
reason to be optimstic about the inpact of Arizona's scholarship
tax credit.

We woul d expect that over the next 15 years this
program woul d enabl e thousands nore fanmlies to choose a private
school for their child, reduce the cost of private school for
many nore famlies, and free up significant taxpayer resources
whi ch could be returned to taxpayers or used to inprove the
public school system It will also nmake Arizona's educati on
system nore conpetitive and diverse, both of which have been
shown by studies to increase and to inprove student outcomes and
i nprove the education system overall.

| personally | ook forward to watching the progress of
Arizona's program and the progress in other States that have
created tax credits based on Arizona's nodel. Thank you for
listening, and | wel come your questions during QSA.

(Appl ause.)

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



23

LI SA GRAHAM KEEGAN,

CHI EF EXECUTI VE OFFI CER, EDUCATI ON LEADERS COUNCI L

M5. KEEGAN: Good afternoon. | really appreciate you
all being here, in the President's words, "back to work," doing
our work. And we are happy to be so.

| also want to thank Carrie for what is an excellent
article on Arizona's tuition tax credits. And | hope you never
show that to the editor of the book for whoml| wote an article
about tuition tax credits -- it's far superior; just read
Carrie's work -- it is very clear about what's really going on in
Arizona. And so, we are greatly appreciative.

| also want to thank Trent for comng up with this
idea. He is very generous about the role that | played in this.
It was Trent's idea. And | can renenber the specific nonent,

sitting in nmy office, when he was going through it. And | was so

thick. | said, "Ckay, | don't get it. | don't get it. Can you
hel p your child?" "No." [It's such a novel idea. "Wll, how can
you oppose that,” | said. And Trend said, "Bingo." So, | don't
think it was so much ne. |[If the plan if fiendishly clever, I

probably added sonething on the fiendish side. That's what |
excel in.
You' ve heard about the tuition tax credits or you knew

about them They are unique, or they were unique. Happily they
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are not going to be unique for very long. They are serving
children in other States as we speak. And the idea is noving
forward, as well it should. | do want to tal k about how this
fits into the overall picture of public education.

At the Education Leaders Council, and when | was
Superintendent in Arizona, we always talk about a definition of
public education that is different than what nost peopl e think.
Publ i ¢ educati on ought to be one in which the child is served,
where noney follows the child to a school that works. There is a
choi ce made by parents about which school a child can attend.

And then the parent is given feedback about the perfornmance of
that school, and the State is given feedback about performance of
their system |It's a very sinple system or it ought to be. W
have managed to yuck it up

We do have vouchers in Arizona, and every other State
in the Union, in effect. W sinply deny certain schools the
ability to cash it. W do pay on a per-pupil basis in Anerican
public education for our children. Vouchers exist. It's a silly
argunent. We are paying. W sinply decide who can and who
cannot cash the check, if you wll, for the education of a child.
Right nowwe limt that to government schools in nost States.

Tuition tax credits actually get around the issue of
public education, if you will, altogether. This noney never

becomes public. It is always private. The argunment in the
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Arizona courts that cane down on Christnmas Eve in 1998, and |
called Trent -- the best Christnmas present | ever had, other than
my children, of course -- was just fabul ous.

Understand, if you look in Carrie's figures there, in
1998, there was a whole lot of faith going on, because this was
bei ng contested in the courts, when people put their $500 tax
credit donation in, and it could have been fully not deductibl e,
dependi ng on where the courts canme down. And that was well known
in Arizona at the tine. So, | always took that as a great
personal testanent to the strength of the idea and that people
were going to do it regardl ess of whether they got credit for it
or not. So, God bless Arizona. It's a very good place to do
this work.

But the point is that the tuition tax credits are
actually not public education, if you will. They ought to be a
pi ece of everybody's public education system and policy, because
t hey provide a niche, they provide service for those schools that
will never feel confortable participating in public education --
and there will be several. They will feel, and rightfully so, to
have these fears, that the governnent, if they're going to
provi de noney, will want to provide stricture, and they will not
want to participate even in what could be a very open public

voucher program They will always want to be outside of that

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



26

system and the tax credit will always serve those schools and
t he students who wi sh to access them

Lots of people are advocating one way or the other. 1In
nmy opinion, you do everything. You open every door, every
w ndow, every crack in the floor, and recognize that tuition tax
credits actually do exist outside of a public revenue system
This noney is private. |It's a determnation made by a famly
that they will give, and then a credit ensues. That noney never
becones public.

My favorite nmonent when we were arguing this in court
was when the NEA | odged the argunment that, in essence, all noney
is public. | knewit. And as | wote it down, | said to the
person next to nme, "See, that's what they think." So, anyway, it
was kind of stellar to be there and get it on tape. You can get
the tape if you want. We certainly have it in our office.

Qobviously this is a huge benefit to children, a huge
benefit to the children. And Trent tal ked about the 16, 000
children in Arizona alone that are benefiting fromhis idea.
sit on the board of one of these charitable tax organi zations,
and every year they have a dinner -- and | know that Trent goes
also -- and you listen to these children and their famlies talk
about what this has done for them And | know you all do this
work, and this is our work, but I'lIl tell you, it changes your

life every year that you go. Because you think, | can get up in
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t he norning and get abused agai n because this is working. So,
that's just fine.

Qbviously there are other benefits. The conpetition
itself is inportant to talk about for a mnute. Those of you who
are famliar with the nedical transformation in the United
States, kind of nmoving froma conplete nonopoly in health care to
one that did enbrace and has, as a fact of its life, private
conponents, know that the tipping point, if you wll -- if | may
be so current -- was sonewhere around 20 and 30 percent of
conpetitiveness in the nmarketpl ace.

In the education systemin Arizona right now, you heard
Trent, or nmaybe it was Carrie, recite a figure of sonewhere
around 8 percent potentially for the tuition tax credits. In siXx
years, the public charter school novenent has taken for its own
pi ece of this novenent about 8 percent of our children. That
gets you cl ose.

If in afewyears you' re at 8 percent tuition tax
credits, you're at 9 percent, now you' re 15 percent, you're
getting very close to the point where you' re exerting a constant
pressure. And | believe, nore than anything in the world, in
that pressure itself. | don't just believe that, | see that
every day. It is ridiculous to say that if there is a school

next door to you that children can access that they couldn't

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



28

access yesterday that you aren't going to change your behavior.
Poppycock. It happens all the tine.

So, the conpetition in itself is far nore inportant
t han being abl e to spend nore noney on public education -- which
is afinething to do, and |I've certainly advocated for that --
but that does not nmeke it change. Conpetition nmakes the change.
| f you then want to turn around and say, well, we'll have nore
revenue for the changes that need to take place, narvel ous. But
it's the conpetition that nmakes that difference.

The other thing that's interesting with the tuition tax
credit is education is now marketed in Arizona. W sawit a
l[ittle bit in the public charter schools. These schools only
exi st because sonebody chooses to wal k through their door, and so
they do advertise. And you'll go to the novies in Arizona and,
before the novie, you' |l see an advertisenent for a public
charter school. You now also, in your home -- and this is
great -- you are getting marketed for the tuition tax credits.

Now, in the first year, John and |, my husband and I,
received I think two mailers. Last year | counted a dozen. And
that's a dozen schools mailing into your hone, or schoo
organi zati ons, education organi zations. Now, granted, they're
t al ki ng about schol arships for children who couldn't otherw se

afford their school, but they are marketing education.
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And | always rem nd people that | was a huge Cheerios
in the norning fan. | mean, you just could not get nme off of
that. And if anybody had asked ne, "Was | satisfied with ny
breakfast food?" "Yes."™ And then there was a coupon in the nai
for Frosted Cheerios. And it changed ny life. Because | don't
have to do the sugar thing anynore, and enbarrass nyself with the
fact that | dunp half that damm container into ny cereal in the
norning. It's right there, and it's worse than what | was
putting on the Cheerios -- just the best. | nean, you're working
it hard for about two hours before you pass out in the corner.
It's a sugar high like you can't believe.

But | didn't even know | should want Frosted Cheeri os.
What's going on in Arizona is the marketing of education into
people's honmes and it is so critically inportant. And |I've had
nore people say to ne, "I got a thing in the nmail about this
school. | didn't even know we had a school like that." And
they're just "Hallelujah.” That is inportant.

The other issue is conpanies are actually doing direct
payrol |l deduction into the tuition tax credit. Private conpanies
are becomng very interested in that. Cities are interested in
doing it. | know ny husband is the mayor of the city that we
live in, and obviously very anenable to school choice. H s city
is looking for ways to do automatic payroll deduction into the

tuition tax credits. So, when the comunity gets fired up and
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wants to do somet hing positive about education, and the thing
that they do is choose to enhance school choice, it's just a
really nice little novenent activity.

|"mgoing to sunmari ze by basically reiterating
phi | osophy here. At the Education Leaders Council, as | say,
we' re very ecuneni cal about who provides education. W want it
all. W want fabulous traditional public schools that cone out
of districts, fabulous public charter schools, fabulous tuition
tax credit progranms. And at ELC we're also very confortable with
the notion of flat-out noney followi ng kids into any school that
wor ks.

What we are not ecuneni cal about is whether or not
students have the liberty to choose a school that works for them
and whet her or not there are good schools available. It is a
crime not to do that work. So nuch of the conversation around
education seens to presunme that there is one best answer or one
best fit here. And I'm always rem nded of the steps that were
taken for years and years and years before the Wall cane down
bet ween East CGermany and West Gernmany, and what it took to really
do that. | nean, it was very synbolic. But | see our struggle
t he sane way.

And, quite frankly, | think that everything we do --

t he standards novenent that says, |ook, quality matters for al

ki ds; the choice novenent that says it is a fundanental part of
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an Anmerican education that a student should be able to choose a
school that works; tuition tax credits -- add enornously to this
effort to blow through this nonopoly wall. Every tine you do
sonething like this you pull down a brick. So, ny advice to you
is just grab the brick and pull, and this wall is going to cone
down.

Thank you very much.

(Appl ause.)

M5. CLSEN:. Thanks, Lisa, thanks, Trent, thanks Carrie.

W will be happy to take your questions. | think we
wi Il have a m crophone that will cone around to you. Wen the
m crophone gets there, if you could just identify yourself and
di rect your question, if you would like to, or just open it up to
t he panel .

MR. HERSHEY: [|'m Bob Hershey. |'m a managenent
consul tant .

Do you have sone prelimnary results as to how the kids
were doing in science and math?

M5. LIPS: No. W weren't able to attach specific
students to test scores. That would be a great study for soneone
else to do if they had nore resources than we did.

M5. KEEGAN: Let ne just add to that, because | think
it's a fabul ous question. In Arizona, we do not do any

conpul sory testing of private schools, which | think is as it
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shoul d be. W have asked those schools to volunteer their
academ c information. W also nmake our State testing program
free for those schools, because they've already paid for it. So,
if they want to participate in that, they can.

The only evidence that we have is ancillary evidence
t hat academ c achievenent in the State is up for all students in
all groups in all subjects. And we believe that conpetition has
sonething to do with that.

MR. PIELER. George Pieler, with the IPI Center for
Educati on Freedom also a co-founder of the Wshi ngton
Schol arship Fund here in the District.

Carrie, first of all, you and Jennifer did a superb
job, I think, of establishing sonething we've all been hoping to
see, which is that the scholarship credit has created a | arge
pool of capital for schol arshi p-granting organi zations, which is
the nost inportant fact | suspect. And | understand it's nore
difficult to estimate the other thing we all were |ooking for,
which is an increase in the private school population as a result
of the credit. But | wonder if you had a chance to | ook at just
sort of gross data, |ike how many children in Arizona in 1997,
either in broad nunbers or percentage, that were in private
school as opposed to today, or sonething of that nature.

M5. LIPS: Unfortunately, as Lisa referred to, there is

not as much hard data on the private school population readily

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



33

avai lable. And so we nostly tried to collect anecdotal evidence.
We tal ked to the Archdi ocese of Phoeni x and di scussed what he had
seen. And the Catholic population is a significant portion of
the private school population in Arizona. He discussed that, for
what ever reason, they had. And whether or not he could attribute
it tothis tax credit or not, he had seen a significant increase.
They were opening two new Catholic schools during this com ng
2000- 2001 school vyear.

And we did have the sense -- I'mtrying to think if we
have nunbers in here -- one of the things that's interesting is
that Arizona's private school population as a percentage of their
overal |l student popul ation had actually been falling throughout
the nineties. Partially that's |I'msure due to the availability
of charter schools and there just being nore choice in general in
Arizona, making the private school |ess necessary. So, we would
think that it would be a very positive outcone if the amount of
students enrolled in private schools just held constant.

W al so, as | nentioned, conducted a survey of private
school s, and asked themif they had seen their enroll nent
i ncreasi ng, staying constant, or decreasing. And the nunbers
were |l ess than 10 percent who said they had seen a decline in
students trying to enroll, and | believe it was 26 percent had
seen an increase, and the remainder had seen it held constant.

But hopefully there will be nore solid data over the years.
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MR. PIELER Based on the private school population, is
it tracked?

M5. KEEGAN: Ari zona keeps no figures on private
education. And | think private education likes it that way. |
will tell you, however, in Arizona, you have to renenber we grow
by 25,000 students a year. It's a pretty fast gromh rate. And
the studies, if anybody is thinking about doing that -- and
Carrie and | were tal king about how difficult it is to ascertain
why the private schools aren't grow ng, because they generally
open full -- there are very few, conparatively, private schools
in Arizona. They are in great demand. And | think, Carrie, you
report 30 percent nore denmand than there are spots avail abl e.
And we have roughly that in the public charter sector, as well.

MR. FRANKS: Perhaps | could just add a little bit to
that. The CGoldwater Institute has done sonme study that | have to
suggest to you. | don't know exactly what all their criteria or
what bases they used, but since 1997, since this went into
effect, according to their figures, we've had an increase in the
percentage of students in the private schools of al nbst 25
percent. Now, that's a significant nunber. And that of course
is in the face of, as Lisa said, the charter school situation,
which | think absolutely suppresses what woul d ot herwi se be the
i mpact of the scholarship tax credit in ternms of denmand for it.

Because when people have their children in a charter school, they
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al ready feel like they've nade the choice. Half the people in
Arizona think charter schools are private. That's just the
reality.

So, it would be good if you m ght contact the Gol dwater
Institute, because to ne that was an astonishing figure. They
had nmentioned that for the past 25 to 30 years that there was
either a flat line or a slight decline in the percentage of
children going to private schools, but since the 1997 passage of
this -— and again, it could be no connection -- but, over 20 and
al nost 25 percent of the total population of private schools has
increased. And like Lisa said, for the first tinme in | think 20
or 30 years now the Catholic Diocese are building schools rather
t han cl osing them and consolidating them

MR. LEVY: Bob Levy, Cato Institute.

| assume that there are sonme entities that m ght cal
t hensel ves school s that, because of their curriculumor |ack of
curriculum would not qualify for the tax credit program \What
are the requirenments? And perhaps, related to that, you could
clarify your statenent that a tax credit system nmeans necessarily
| ess entangl enent on the part of the governnent than would say a
voucher system Presumably, if there is a voucher system
sonebody has to decide which schools qualify to participate in
t he voucher program and why would it be any different with a tax

credit progranf
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M5. KEEGAN. Well, it is. Let me give this a stab, and
Trent will correct ne if I"'mwong in terns of our phil osophy
about this. Actually, you don't. The schools are not qualified
t hensel ves. You sinply have to be a school that is extant; |
mean, you're in existence. You have students. And, Trent, you
can tell me if there are other qualifications.

The tax credit scholarship fund that you' ve set up has
to be for the benefit of two or nore schools. So, nany tines,
schools will sinply get together, a couple of schools, forma
schol arship fund, and they will provide scholarships to their
school s.

When this bill was being passed, of course the
di scussi on was there was going to be fraudul ent use, et cetera.
| f you set up this scholarship organization, you do have to
regi ster yourself with the Departnent of Revenue -- and you're a
business. So, if you were going to conmt fraud, it would be
akin to filing tax statenments with the Departnent of Revenue for
a conpany that doesn't exist.

It would be very hard to do, quite frankly,
particul arly because there is no better gossip network than
education generally. And so we did not consider that we needed
to qualify these schools by quality. Arizona, as | say, has a
very hands-off policy toward the private education sector, both

upper division and K-12. W do not, for exanple, certify
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uni versities the way sone States do. So, this is very typical
Ari zona policy.

Many peopl e said you ought to qualify and nmake sure
that these schol arships are only given to children who are of | ow
incone. The fact of the matter is -- and Carrie does nice work
here -- that the vast majority of the schol arships are given to
chil dren who have financial need. Because as a school, why would
you give noney to sonebody who can already afford to be paying
for you? And the fact of the matter is that the nmechani smyou
woul d put in place to secure and nmake sure that people were not
gi ving noney to kids who could afford to go to school would
probably cost you nore than the amount of noney that is currently
bei ng spent on kids who can otherwi se afford to be in the
school s.

And Carrie mght disagree with sone of that, but it's a
pretty small percentage of schol arships that are going to kids
who woul dn't qualify for free lunch, for exanple. | don't know
if I'"ve thoroughly answered your question, though.

M5. OLSEN: Did that answer your regul atory question?

MR. FRANKS: Perhaps | could expand on the regul atory
aspect.

MR, LEVY: | was thinking not so nmuch of fraud and
abuse, but, rather, suppose | wanted to start a school that

taught white supremacy or that taught the violent overthrow of
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the U S. Governnent, would ny school qualify for a tax credit?
And if it would, why could not the sane rule be adopted for a
voucher progran? Wiy is it that you say that tax credits are
| ess entangling in terns of governnent involvenent in nonitoring
curriculumthan woul d be a voucher progranf

MR. FRANKS:. Let me just say, as far as the regulatory
aspect, the legislation itself said that the schools woul d
qualify if they otherwise fit the regulatory environnment that was
in place at the tine it was passed. Now, that was that they had
to adhere to the fire code. That was essentially it. W don't
have a great deal of private school regulation in Arizona.

But to answer your question, there are always weird
t hi ngs happening. And what's to stop people fromstarting a
private school right now that is sone Nazi school? The reality
is, however, in this situation, if you're a private scholarship
organi zati on, you rnust be a 501(c)(3), which is a tinme-honored,
tested nmechani smthat has many | aws, Federal and State, that have
dealt with just about every scenario you can think of. And so
there is a significant amount of built-in credibility sinply
because you have to be a 501(c)(3).

Second, as a 501(c)(3), if you should scholarship a
child to a white suprenaci st school, it's going to be really hard
on your marketing approach fromthen on. | nean, it's going to

be difficult for you, so it's the worst thing that you could
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possi bly do. And overall, that is, in a sense, the
accountability. First of all, the donors have to feel like this
is a good cause. And it's certainly in the best interest of the
schol arship charity to say we scholarship | ow-incone children,

because they're not going to get people to cone al ong and say,

wel |, | understand that you schol arship children who conme from
billionaire famlies. They're not going to respond to that.

The donors, first of all, are your first regulatory or
your first accountability nechanism Second of all, the

organi zations thensel ves have a nane to protect. Third, there is
a trenmendous set of laws that deal with 501(c)(3)'s that are
already in place to deal with nost of the considerations that you
talk about. And as far as the strange schools that could cone
into effect, that's already the case now. The main thing that
makes it difficult for governnent to interfere with this system
as opposed to a voucher-driven systemis because the governnment
is not paying for this one.

M5. KEEGAN: | would sinply answer that issue by saying
that the thing that keeps you from opening a school such as the
one you nentioned is that it's norally repugnant. And in a civil
soci ety, nost people won't conme to your school and they will call
News 12 and they will go out there with a canera and they will be
shaned out of existence. And personally | think that's the way

it should be. | nean, we are as a society fortunately not very
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open to such hostile attenpts to educate our children in ways
like that. So, the marketplace of society, | would say, takes
care of that.

Unfortunately, we are less indignant as a society about
school s that teach counseling instead of algebra. So, | do think
that's easy to see, and |'ve never heard of it happen. Wen we
wer e pushi ng vouchers and choice in Arizona for years, | heard
about the coven schools that were going to crop up. | just had
no i dea how nany people wanted to be w tches.

(Laughter.)

M5. KEEGAN: And apparently there is this huge pent-up
demand, nostly in union nenbers, for a coven school, because they
tal k about themall the tine.

(Laughter.)

M5. KEEGAN: It never has happened. And I want to
bel i eve that you woul d not have a supremaci st school open its
doors and try to avail itself of a public program because they
woul d not, as Trent knows, they would not want to be seen in
civil society as perform ng such an act -- | hope.

MR. KI RKPATRI CK: Dave Kirkpatrick. I'ma retired
publ i c educator, who spent over a dozen years heading the AFT and
NEA major affiliates, including the State Association in
Pennsyl vani a, which cheers themto no end. 1've been officially

condemmed si nce.
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A couple of comments. Since the witches thing came up
in California in initiative 94, I've been to a | ot of neetings
and seen a | ot of print where people raise this question. |['ve
not yet heard anybody el se give the answer, aside fromthe fact
that there is no demand and it woul d be enbarrassing and it would
be repugnant. The same Suprene Court that in 1925 gave us the
Pierce decision, 9 to nothing, that parents have the right to
send their child to the school of their choice, that sanme Court
al so said unaninously the State has a right to regulate or
prohi bit any school that is deleterious to the common interest,
which is the major reason they don't exist. Because the State,
it's very clear, can abolish them

| also wanted to conmment on your 20 to 30 percent
ti pover. Because Education Wek a couple of nonths ago pointed
out that 25 percent of our K through 12 students now have choi ce,
5 mllion in non-public schools and about 8 nmillion in charter
school s, magnet schools, alternative schools; 2 mllion or so
maybe in home schooling. And even they left a major item out.
And that is, a few years ago, there was a national survey of
public school
parents that asked themwhy they live where they do. Fifty-three
percent said because they've got their child in a school where

they want themto go. Which is why ny coll eagues are crazy in
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being afraid there is going to be a great fleeing fromthe
school .

M5. OLSEN:. Do you have a question for the panelists?

MR KIRKPATRICK: No. |[I'mjust adding to her that the
choice already exists, but it does show why your growth rate
won't be too high, because nore people are satisfied and have
choi ce right now than we recogni ze.

M5. OLSEN. A question over here.

M5. KEEGAN. They need Frosted Cheerios, David, and
they don't knowit.

(Laughter.)

MR. MLLIKAN:. Al MIlikan, Washington | ndependent
Witers.

As you've watched the White House Faith- Based
Initiative noving along this year, do you think there is anything
that can be learned from Ari zona, particularly when it concerns
mai ntaining religious integrity and avoiding litigation and
government strings for any faith-based initiative?

MR. FRANKS: | have to junp in. | apologize. And
pl ease, |l adies, pick this up. But | absolutely believe that the
way that M. Bush could solve so many of his initiative
chal | enges woul d sinply be to introduce the tax credit on a

Federal basis, even though it wouldn't have sone of the savings
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el enents. It would certainly add choice and it would certainly
be easier to pass. | think the votes are in the Senate.

We have a representative here fromJohn Kyl's office,
Noah Silverman, and earlier this year | had witten a draft
proposal for the Federal Senate for this effort. And John Kyl
did introduce it and M. Jeffords did his thing, and now we're
not sure whether we're going to be able to get a vote. | don't
know the situation, and perhaps Noah can expand on that. But if
this could be done on the Federal level, it would certainly solve
a lot of the educational choice issues, and | think would be
sustai nable in the Federal |egislature in spite of the makeup.

And secondly, if M. Bush could say, all right, we're
just going to allow a $100 tax credit to the types of faith-based
organi zations that we are tal king about here, all of a sudden his
ent angl enent issue evaporates. And in ny judgnent, that is
absolutely the way to do it, because that is, of all the
di fferences between this approach and the others, it is that
singular difference that it separates any entangl enent fromthe
governnment thenselves. And | really hope, those of you who m ght
have the adm nistration's ear nore than | do, that you woul d pass
that along. That is his answer.

M5. OLSEN. W can take one or two nore questions, and
then we will go ahead and head up to the reception.

VMR JACOB: Matt Jacob
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One of the whole reasons for school choice and the
advocacy of nore school choice has obviously been traced to the
fact that there is concern that a lot of |owincone kids could do
a better job or could learn nore in a private school as opposed
to public schools, and so the desire to nove theminto those
settings. And I'mjust curious, according to the research report
here -- and | guess, Carrie, maybe you nay want to speak to this,
or one of the other panelists -- 87 percent of the schol arships
you note were given by organizations that did not have data
collected on the origin of those students' schools, or the origin
of the students.

And so to the extent that you m ght want to be able to
do a study, or an analysis to follow those students in other
words, and find out how they're progressing at private schools,
this doesn't seemto offer a database to do that. Do you have a
concern about that? Do you see that as a m ssed opportunity?
How woul d you solve it?

M5. LIPS: | think it's a challenge for the schol arship
organi zations. But one of the things that was interesting in
getting to talk to a lot of the representatives of these
organi zations is that nost of these people were just private
citizens, who were either teachers or parents affiliated wth the
school, who saw people who were going to have to | eave their

private school and decided to start this up. People were doing
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this in their spare tinme. There were very, very few
organi zations that had a staff that was a paid staff.

So, as long as that holds true, there probably won't be
great data collection, and so that's true. | put the nunber in
there, and the organizations that were able to offer an estinmate
only accounted for 13 percent of all the scholarships. But from
talking with the representatives | could get a sense of what
their intentions were. And certainly the intention was to help
peopl e who were not otherwi se able to afford private schools to
have the option of affording private school. So, as nuch as it
woul d be great froma research perspective to have nore hard
data, I'mnot personally concerned that that's not going to be
t he novenent as this schol arship organi zati on noves forward.

And one nore thing. As nuch as we would | ove to see
it, and it would be fabul ous, as soneone interested in the
research nunbers, to watch test scores change over tine, one of
the things that | think is interesting, as sonmeone who has
foll oned sone of the research, is how many other criteria you can
use in judging a program

Paul Peterson, of Harvard, has done lots of research on
the effects on parental satisfaction, of being able to exercise a
choice. And parents in these random zed experinents, they had a
whol e group of parents, all of whomwant to be able to use a

voucher. Those who receive a voucher express greater
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satisfaction with the school their child attends and, perhaps
nost inportantly, a greater involvenent in their child's
education. There have been innunerous studies that show when
parents are involved in their child' s education, the child does
better.

So, | think that we would | ove to watch test scores
change, but parental satisfaction is another thing to | ook at,
and just being able to exercise a choice | think is a positive
out come.

M5. KEEGAN: And | might just add to that really
briefly, and maybe this even gets back to the other question
about what do we know about religious endeavors, et cetera.
First of all, in the public charter schools in Arizona, Sikh
Jewi sh, Baptist, Catholic, all of those organi zations are
invol ved in sone way in public charter schools.

They are not allowed to teach religion during the
school hours, and they don't for the nost part. And again, it
happens fromtine to tinme that we have to pick up the phone and
say you can't do that. But I will tell you that | don't think
t hat happens any nore than you get religion in the traditiona
public schools, where sone conmunity is espousing a certain
belief and they're teaching it during the daytine.

What is inportant to me, and it gets to this sane

issue, is actually not that we get nore kids into private than
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public school. | absolutely do not care who, at the end of the
day, mekes noney off of the school. | think it's a silly
question. | think it is good schools versus bad schools. So,

your issue over, is the school of quality, to me is one in which
| don't think there is any reason to say that the governnent
comng into private schools and regulating their tests and the
way they have to performis going to be particularly hel pful.

However, let me just stop there; we are clearly doing
that, and I am advocating for that on the public side. Well, why
is that? Because the nonopoly situation that we're in puts us in
a position where people don't know a good school when they see
one. W've been able to nmarket |ots of things, and nobody knows
good math scores and nobody knows a good reading program And
it's really kind of phenonenal to ne.

So, | would hope that as this novenent noves forward

school s begin to market thenselves on the basis of, in one part,

their test scores. "Here is how many of our kids do this well in
mat hematics.” A nunber of private schools already do that, but |
am hoping for the day when a parent says not "I |ove the col or of

this school,"” which is usually what you get, or "Just incredible
brick,"” and "The flowers are outstanding,"” they say, "I |ove that
mat h program and those scores are very conpelling to ne."

And | don't care where it happens -- traditional

public, private -- to nme what's nost inportant there is that it
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is a conpetitive open market and people can bring their skills to
the marketplace and there is a drive to get better. So, private
and public doesn't really interest ne that nuch

M5. OLSEN. We'll take one nore question.

MR NEILY: I'mdCark Neily, at the Institute for
Justi ce.

Perhaps a two-part question. | think perhaps, Trent, |

woul d Iike to get your input on this, as a forner |egislator and

hopefully a future legislator. 1In the event the C evel and
schol arship programis upheld by the Suprene Court -- obviously
we hope that it is -- it's certainly our hope that the drive for

school vouchers becones stronger

| wonder whether the existence, for exanple, of a tax
credit programin place mght undercut the ability of State
| egislators in particular to put through a kind of school voucher
program In other words, people mght say, |ook, we've already
got your tax credit thing here and you don't need the voucher
program we already threw you that bone. So, that's one
guesti on.

The ot her question that goes with that, and | think
maybe Carrie woul d have sonething to say about this: 1Is there
any reason to believe or are there any plans to study the
possibility that essentially there will be a plateau effect with

participation in tax credits? In other words, that it wll just

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



49

kind of peter out at a certain percentage, which remains
essentially nom nal, where you don't really have, let's say, 30
or 40 percent of kids participating in that program because it

j ust never gets that big.

MR, FRANKS:. First of all, | would |like to just
publicly thank the Institute for Justice, because Cint Bolick
represented a lot of us, including nyself, and | believe Lisa
Keegan al so personally. And he was absolutely brilliant in his
representation for the State and the Suprene Courts. And
i nterestingly enough, we won by one vote in the Arizona House,
one vote in the Arizona Senate, one vote in the Arizona Suprene
Court, and it appears that they rejected our opponents' chall enge
by one vote in the U S. Suprene Court. So, this is one of those
things where we're just grateful for everyone's invol venent.

But to answer your question specifically about, does
t hi s undercut vouchers, ny answer is that that potential exists,
but I think, overall, it's not the concern that it should be or
the concern that you might think it would be. Because in a |ot
of States we have anendnents that are far nore restrictive than
the First Amendnent of the United States Constitution. It sinply
is very different.

In our Arizona Constitution we have a cl ause that
sinply says that no tax shall be laid or any appropriation of

public noney nade to aid any private sectarian school or church.
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It's very, very sweeping. And yet we were still able to be
upheld in the State Supreme Court because it wasn't public noney.
| am convinced that vouchers, even if they were upheld on the

Federal level, would fail nost of the tine in a State Suprene

Court in many States. So, you still have that battle to face,
too. So, | think that that's one of those chall enges.

WIIl it change the overall inpact if we have vouchers
upheld in the U S. Supreme Court? | believe so. | believe it
will help school choice in general. | still think some of the

sanme dynam cs exi st because of the State challenges, and | also
think legislators are going to be a little bit nore hesitant to
appropriate public noney than they are to allow a tax credit for
sonmeone to voluntarily donate. That's just the legislator's

m ndset. But | have great hope that we will prevail in the
Suprene Court. And | just hope that we are very wi se after that
in the way that we proceed.

M5. LIPS: And just real quickly, | see no reason to
expect that this would plateau any nore than the nunber of
students and famlies willing to exercise a voucher woul d change.
There is the question of how quickly will the donations increase,
how many taxpayers will donate to these schools, and therefore
how many schol arships will be available. But it seens to ne that

right nowthere is just a |lack of awareness in Arizona about this
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potential to contribute costlessly to these charities. And as
t hat happens, we should see a significant increase.

And then, once the schol arships are avail able, you know
as well as | do the denmand anong nmany parents, and in particular
| ow i ncone parents, for scholarships or vouchers is great. There
are as many polls that will show you that sonme 50 percent of
parents wi sh they could send their child to a private school or
if there wasn't a financial difficulty they would be sending
their child to a private school right now So, | believe that
the demand is out there and that in the future the tax credit
could be helping to send a significant portion of the student
popul ation to private school

M5. OLSEN. Before you all clap for our panelists, |
would Iike to let you know that you're all invited to a reception
upstairs in the Wntergarden. W have food and drinks, and I
invite you to talk to the panelists up there and thank them al
for com ng.

(Appl ause.)

(Whereupon, the Cato Institute Policy Forum concl uded.)

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



