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Abstract

Charter schools are generally considered to becimehted in order to achieve the educational nesdislesires
that parents have for their children, accordingh® school choice model. However, adoption of @resthools
can also depend on various government conditiard) as the availability of resources. Thus, theppse of
this study is to examine whether charter schooés raore commonly adopted under favorable government
conditions. Using a panel data set from 45 countie<alifornia between 2001 and 2012, our analysis
demonstrates that charter schools are more comnagdolgted when the government has many financieksla
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1. Introduction

Contemporary education is facing fundamental issued only in the area of how to improve student
achievement, but also in how to achieve educatigoals based on improvement of school quality eghblic
educational system. Educational policy has evolveer the years through the efforts policy makers, dne
fundamental question remains: What is the bestpatistrument to enhance educational outcomeseptiolic
school system? One possible trend is the markeedrapproach, first put forth by Milton Friedmanhigh
advocates school choice and increased competitigrublic education (May, 2006). Recently, chareio®ls
have risen in popularity as one of the educatigadicy tools in the movement toward school choiClarter
schools are publicly funded schools, but they arerated autonomously rather than being directlytrotiad
like traditional public schools.

Since the earliest charter school law in Minnesets passed in 1991, the number of charter schads h
increased to more than 5,714, and charter schaslsserve more than 1.9 million students in the ébhiStates
as of 2012 (Center for Education Reform, 2012). garad to growth of schools, the number of chartbosls
has increased rapidly. Supporters of charter sshegbect that rapid increases in the number oftehachools
will have positive effects on academic achievenaamt will create dynamic changes through competitiotine
public education system (Bulkley & Fusler, 2003).

Table 1. Number of charter schools, private schantspublic schools from 2001 to 2012

year Charter schools Private schools Public schools
2000 298 4,184 8,395
2001 349 4,025 8,558
2002 408 3,857 8,724
2003 442 3,692 8,857
2004 500 3,639 9,006
2005 557 3,667 9,184
2006 582 3,454 9,306
2007 678 3,424 9,472
2008 741 3,314 9,525
2009 816 3,246 9,519
2010 906 3,307 9,535
2011 1,003 3,103 9,564

Note.Sources from Department of Education in Stateaff@nia (http://www.cde.ca.gov/)
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As the number of charter schools has increasedlyaipi the United States, several studies have lseaducted
on the adoption of charter school laws and havaded more heavily on political and institutionatttas in the
adoption of charter schools (Renzulli, 2005; Relh&ilRoscigno, 2005). There are few studies, howetreat
examine why some local governments adopt more ehachools than others. Moreover, existing stulsse
focused primarily on the demand side of chartensthdoptions from consumer desires to improve atimcal
performance. This study attempts to explain whyrtelhachools are more likely to be adopted fromdbevice
suppliers’ perspective in education, such as lgcalernments, to examine conditions of governmentising
the diffusion theory. As a result, this study caovide evidence as to whether the adoption of iatiwe school
systems is related to the financial condition afalogovernments or if the decision of adoptiomituenced by
the internal condition of local governments.

Studying the diffusion of charter schools is megfuhin a number of ways. First of all, it leadsdompetition

with traditional public schools. Traditional publgchools will respond as they lose students toctherter

schools, which will ultimately lead to the lossasfa reduction in financial support; financial pkies are levied
against public schools for losing students (TeSianeider, Buckley, & Clark, 2000). In the end sthehanges
in the number of students will affect the budgetditions of the school district, since school furglis allocated
based on the number of students. Second, chaheolsdiffusion can alleviate the stress of costsnfianaging

the school systems, and it ultimately leads to cedwspending of public funding. And finally, ithelieved that
school innovation and flexibility of the school s1s lead to improved student achievement (Natt@®y/).

2. Literature Review

2.1 Charter School Adoption: Demand Side

Charter schools are originated based on individimdices about the school system; these choicesctefi
customers’ diverse preferences in school serviCesisumers can choose the service that meets theitsn
therefore, service providers have the respongibitif satisfying consumers by “holding publicly fied
providers accountable to users through the thneakercise of an exit option not available in pugskignments
schemes.” (Lubienski, 2003, p.398) Advocates ofrtelnaschools argue that school choice reforms sscthe
adoption of charter schools lead to greater coripetamong schools and bring positive effects ® dkerall
school system (Bohte, 2004; Maranto, Hess, & Milim 2001). The competition between traditional fubl
schools and charter schools also produces changeduicational achievements (Booker, Zimmer, & Boddi
2005). Public schools adjust to the pressure frompetition in the education marketplace, and theyetbetter
outcomes compared to those without any influengas tharter schools (Hoxby, 2004).

Specifically, increased competition in the genedlicational system can lead to innovations amajtimnal
public school administrators (Bohte, 2004; BulklyRscler, 2003), and in the end, competition fronarter
schools can also act as a catalyst for greatsfaztton among parents and teachers, improveniergtgident
performance, and improved educational equity. Ssmeeessful programs spawned by increased compegite
imitated by schools from other local areas as watig this results in another form of competitioniakh
ultimately leads to better education (Maranto et 2001). As a result, charter schools can proadmsis for
better educational service overall through comijpetitwith traditional public schools (Sass, 2006)d ahe
competition originating from charter schools caeate a virtuous circle with traditional public solo by
inducing competition and imitation of successfudgiices.

The adoption of charter schools is explained frown perspective of the demand side of educationalcsee
called ‘parental decision-making models’ (Zhang &nyg, 2008). That is, charter schools have beentadap
order to address problems related to educatioriremdase educational performance (Renzulli, 208B6yvever,
the demand side models can't explain the governmpergpective of an educational service supplieis Th
because educational service is delivered by theergowent, and the level and type of service delivegy
depend on government conditions such as resoupodiscal mood, and other institutional factors.ush this
study will attempt to focus on both the demand tnedsupply side of educational service.

2.2 Charter School Adoption: Supply Side

Diffusion theory can provide the guidance to expliical governments’ internal perspective of chashool
adoption (supply side). There are two principal larptions for adopting new programs by a government
internal determinants and regional diffusion mod8srry & Berry, 1990). Internal determinant modeislude
political, economic or social characteristics, dmelse are affected only by characteristics thatraeznal to the
state. Regional diffusion models, on the other haaré intergovernmental and policy adoptions that &
product of emulations from previous adoptions bighleoring states. Thus, regional diffusion modalsetplace

in those states who share a common border (neigmoalels) (Berry & Berry, 1990; Mintrom, 1997; Balla
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2001). Following the models, our research examii@h internal determinants and regional influeriogsolicy
adoption. However, this research is different frpmevious models for the following reasons: 1) poegi
diffusion research has focused primarily on theestavel (Berry & Berry, 1992; Mintrom & Vergari,998),
while this study addresses local government asitaofiranalysis; 2) previous diffusion studies amnarily
interested in political and institutional factoidhéing &Yang, 2008; Renzulli & Roscigno, 2005), whthis
research focuses more heavily on financial ressuecel also addresses various factors in local govent
other than political and institutional factors.

3. Hypotheses

3.1 Supply Side (Local Governments)

Policy adoption requires organizational capacitintivate, since new programs require resourcesifiation.
Larger organizations with higher levels of “sladsources” are more likely to be innovative thanlenand
less resource-rich organizations (Cyert & Marct63Rogers, 2010). Walker (1969) also concludesldnger,
wealthier, and more economically developed orgditiza are more innovative because they are morptiada
to and tolerant of change. Thus, some studies hggate that the fiscal health of a state governnselikely to
have a positive effect on the propensity to adept policy (Allard, 2004; Lowry, 2005).

However, from another perspective, launching a tehaschool is a resource-dependent process (Pr&ffer
Salancik, 1978). Organizations rely on resources, they initiate new policy based on the potentakl of
capable resources. Furthermore, charter schoolsudmerable to financial problems due to their hiihrt-up
costs (Anderson, Adelman, & Finnigan, 2000), antkes time to receive federal grants. Thus, thagtmrely
on local, formulaic funding, and districts with gter financial resources more easily approve charkools
(Zzhang & Yang, 2008).

Hypothesis 1: Counties with greater financial res®s are more likely to have a higher degree oftehtaschool
adoption.

Fiscal policies may reflect decision makers’ poéti preferences (Alt & Lowry, 1994, 2000), and &ec
officials use grants in order to advance their gmefd programs or planning (Volden, 1999). The tjoali
ideology of policy makers affects the probabiliiypmlicy adoption, because “party dominance reflextmore
general understanding of liberal/conservative isleald values that are present in the legislatudestate as
whole.” (Renzulli & Roscigno, 2005) For example,Becrats and Republicans have different preferefares
policies about charter schools (Pipho, 1991; Teskchneider, 2001). Charter schools are expectdubimefit
the poor and visible minority student groups (RoW&hel, 2005; Zhang & Yang, 2008). Thus, Democrass/
support charter schools more than Republicans,iraffact, there are more charters schools in sch@tticts
where Democrats play a role as decision makersaddition, Renzulli and Roscigno (2005) empirically
demonstrate that Republican governors tend to Fewer operating charter schools. Because decisiakens
usually behave rationally toward reelection, thdecisions normally reflect the voters’ demands fie t
jurisdiction.

Hypothesis 2: Counties with more Democratic decisinakers are more likely to have a higher degree of
charter school adoption.

In terms of regional diffusion, most of the modatsume that each level of government is influemcgilely by
those governments with which they share a bordeigfitvor models) (Walker, 1969; Light, 1978; Moor&y
Lee, 1995). These models hypothesize that theillidet that each level of government will adopt digyois
positively related to the number of governmentsdbang it that have already adopted the policy uesdion
(Mintrom, 1997; Balla, 2001). Specifically, the nadsl emphasize emulation of neighboring governmehts;
policy adoptions are the result of attempts to cetapvith other governments rather than pervasifleence,
and if they are geographically close to each othen diffusion seems the most effective (Berry &1, 2007).

Hypothesis 3: A county’s charter school adoptiopasitively related to the degree of charter schamdption by
its neighboring districts.

3.2 Demand Side (Parents and Students)

Households of different ethnicity and economicistatave different school preferences (Weiher & iegd02)
and especially parents with minority or lower in@syare more concerned about test scores or pregudplshe
of their children. Thus, charter schools can edsd\created in those districts with a large popaaand lower
income and minority students (Nathan, 1997). A®wa and innovative policy in education, charter stbare
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one of the alternatives for students, because itig®isometimes perceive themselves to be pooelgted in
traditional public school systems (Good & Brade@p®). This is the very reason why charter schoalgeh
become more popular among African-American famitgsr the last 15 years (Fusarelli, 2003). A rerabhik
increase of minorities in politics can facilitatggter social spending and greater distributive fggaimong
students from minority families whose educationeéas may not have been previously considered ificpub
schools (Wong, 1999). Therefore, minor groups maynore willing to consider charter schools in thgtricts
because they have been treated inadequately lisatlidonal public system.

Hypothesis 4: Counties with more minority studesmts associated with a higher degree of charter stho
adoption.

Hypothesis 5: Counties with more low-income stuslemé associated with a higher degree of chartdrost
adoption.

Previous performance in terms of student achievéro@m result in changes in preference for schoolices.
Educational needs are critical factors in detemgnivhether a charter school is adopted. Schoadlictistwith
lower performance in academic achievement are milieag to create charter schools than those dittrivith
higher performance. This is because school systanssurvive with some changes in competition (Zhang
&Yang, 2008). Thus, previous educational perforneantay influence the adoption of charter schoolsa in
county.

Hypothesis 6: Counties with lower academic perfaroeaare associated with a higher degree of chastérool
adoption.

4. Data and M ethodology

4.1 Sample

This study uses 45 California counties as the sampit. The data set is paneled and comprisesabhdab#?05

observations from 2001 to 2012, collected from@adifornia Department of Education Data Systemc8ithe

California charter school law was passed in 199if@nia has had more charter schools form thanather

state in the United States, with more than 1,06®als serving over 490,000 students as of 201308, 1,130
charter schools operated in the state, representpagcent of public schools. The number of chatéiools has
grown rapidly across California school districtsvasl, with 363 charter schools in operation in 2Ghd 1,130
charter schools currently being managed in 201tp:(Mww.calcharters.org).

Table 2. Variable Specification: Variables, Measyend Descriptions

Variable Measurement Description

Dependent Variable

Degree of charter Number of charter schools in  Number of charter schools in each county in eaeln ye
school diffusion each county

Independent Variables

Financial resources Revenue per student Total gemeenue and local sources divided by the number o
students
Political ideology Democrat voters Percentage of registered Democrats
Regional influence Number of charter schools in The humber of charter schools in boundary/ neighigor
neighboring counties counties

Socioeconomic factors  African-American/ Hispanic Percentage of the number of African-American stiglen
students compared to the number of Hispanic students ircthuaty
Low-income students Percentage of the numbedksits who are eligible for free or
reduced-fee lunches

Control Variables

Previous performance  Test score (California Math and English test scores of fourth grade stigdiereach
Standardized Testing) county

Land size Geographical size Land size of each gometisured in hundred square miles

Private schools Number of private schools Numbaeriviate schools in each county
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4.2 Variables

This study is interested in how charter schoolsexgqganded. One of the important independent vasabh the
supply side of the educational service is financaacity, and this study uses revenue per studehtsh was
the total general revenue from the local governfeewn sources and grants divided by the total remuf
students in the county in each year. In terms sfititional factors, the regional influence of eamunty is
measured by counting the total number of existihgrier schools in bordering counties in a givenr,yea
following other policy diffusion studies (Berry &eBry, 1990, 1992; Renzulli, 2005; Zhang & Yang, 200
Regarding political ideology in counties or schdwtricts, some studies (Renzulli & Roscigno, 20Bbang &
Yang, 2008) suggest that citizens’ ideologies azftect political characteristics of the decisionkes in the
district, and these studies have used the percemtaemocratic voters instead of the dominancéyp@hus,
this study measures the political ideology as tegntage of registered Democrat voters in a coungygiven
year by calculating the number of voters who regest as Democrats divided by the total number gittered
voters.

To measure socioeconomic factors on the demandosidducational service, the number of minoritydstots
and low-income students in a county year is uséik i measured by the percentage of African-Anagriand
Hispanic students per each county one year prioft-t) charter school adoption () to capture ptg'en
backgrounds before the charter school is adopteid.i$ because both African-American and Hispahidents
make up a substantial proportion of the studentslied in charter schools in California. The petege of
students eligible for free or reduced-fee lunchersgach county one year prior to (t-1) charter sthdoption (t)
is used as a measurement of the low-income stymgntiation.

Previous performance is included to determine tigaict of educational needs through educationakaehient
on the number of charter schools. It is also usedaive the simultaneity problem, because chaxdhods
themselves can improve school performance. Predtudent performance is measured one year pri¢tr1p
charter school adoption (t). In terms of measurdnsaiool performance is difficult to measure, ag iadicator
is sometimes criticized (Zhang & Yang, 2008). Stadized test scores are considered as a relatieégble
performance indicator. This study uses Califorrtendardized test scores, particularly those oftfegrade
students in Math and English.

4.3 Model Specification

In our analysis, two control variables are includealinty size and private schools. County land aiz market
share of private schools are also measured inrthlysis. The Ordinary Least Squares (OLS) modereif for
our analysis measures the impact of factors froth Itioe supply and demand side on the number oftaxhar
schools. In this model, the number of charter stshisoestimated as shown in equation below:

CS,=a+ RE + DR, + NE+ AH_,+ FL_,+ TS..+ PS+ LSq,

Where CS represents the number of charter schamdsamong those factors from the supply side, RE,dhd
NE, respectively, stand for per student generadmee, the proportion of Democratic voters, andnimaber of
charter schools in neighboring counties. Amongdicfrom the demand side of educational service, RAlH
and TS represent the ratio between African-Amerigadh Hispanic students, students eligible for fteehes,
and the results of test scores. PS and LS arectostriables and stand for the number of privateosts and
land size, respectively.

Table 3. Descriptive Statistics for Variables$40)

Variables Mean SD Minimum Maximum
Charter school number 13.48 25.49 0.00 284.00
Per student general revenue (natural log value) 070 0.58 4.88 10.84
Democrat voters (%) 40.52 7.85 4.33 57.78
Charter school number in neighboring counties 48.33 57.36 2.00 438.00
African-American/ Hispanic students (%) 17.52 18.57 0.65 102.96
Students eligible for free-lunch (%) 46.31 14.16 .603 75.60
Test scores(Math Ugrade) 364.91 20.47 319.90 423.00
Test scores(Englishgrade) 355.77 15.77 320.70 407.80
Private school number 79.47 168.95 0.00 1,303.00
Land size (100 sqg. mi.) 28.34 32.10 0.47 200.53
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5. Results

The empirical results demonstrate that the fiseglacity of each county is positively associatechveiharter
school diffusion. Better financial conditions creamore charter schools, holding other factors @risand this
is consistent with previous findings that greatevels of “slack resources” are assumed to resuliname

innovation when compared with counties with fewesaurces (Cyert & March, 1963; Rogers 2010). Thalte
also support the hypothesis regarding the polif@atior. Democratic voter percentages are posijtimskociated
with the number of charter schools in a given cpuhhis supports the result that Democratic denisiakers in
government are more interested in the adoptiorhafter schools than Republican decision makers fiidling

is consistent with the observation that the peaggniof Democratic voters is positively relatedie humber of
charter schools (Zhang & Yang, 2008). For the etingeeffect, charter school adoptions of neighbodware
not associated with the number of charter schddigs implies that local governments do not careuatibe

policy adoption of neighboring governments.

However, the results do not support the hypothed&ted to the demand side of educational ser@ceinties
with a higher percentage of minority students anhdients eligible for free lunches don't demonstratey
relationship with the number of charter schoolsthe county. Moreover, previous performance in sttide
achievement (Math and English test scores) iselated to charter school adoption. The result destnates that
the needs and desires of consumers, such as parestsdents, in educational service are not rfte¢o a
significant degree in charter school diffusion.

Because charter schools can be an alternativavat@rschools, a negative relationship betweentehachools
and private schools is expected. However, thisysfimtls a positive relationship, indicating that ragrivate

schools lead to the adoption of more charter sshoola county. Additionally, county size doesn’aylan

important role in charter school creation. The lteisunot consistent with a previous study (Zhany@&ng, 2008)
arguing that larger districts create more chartbosls.

Table 4. Regression Model Results

Variables Coefficient Standard Error
Per student general revenue 13.726 *kk 1.932
Democrat voters 0.442 ** 0.194
Charter school number in neighboring counties 0.023 0.022
Ratio between African-American and Hispanic stugent 0.087 0.109
Students eligible for free-lunch 0.055 0.134

Test scores (Math,™grade) 0.045 0.138

Test scores (English""4grade) 0.236 0.203
Private school number 0.070 ok 0.016
Land size 0.096 0.086

Note:*** ** and * indicate significance at the levefd, 5, and 10 percent respectively

6. Conclusion

This study examines those factors that drive chaxtbool adoption by a government by considerinth boe
demand side and the supply side of educationalicger¥actors from supply the side, such as thel lefre
financial resources as well as political factorsfluence charter school diffusion. Financial resegr of a
government are an important factor in the adoptibeharter schools, which is consistent with thesaurce
dependence theory.” The results demonstrate thadimgf political factors on policy diffusion. Howew they
also demonstrate that neighboring policy decisians not a significant trigger in charter schoolatien.
However, factors on the demand side, includingagmmnomic factors, are relatively less importaantsupply
side factors with regard to policy diffusion in &ayovernment. Further, educational needs basegr@nous
educational performance do not demonstrate greatritance in the adoption of charter schools. Timicates
that charter schools may be initiated dependingarernment condition of resources and politicatdexrather
than consumer needs or educational performance.ra@sdts imply that adoption of new policy is highl
dependent on the capacity and willingness of tippléer of the new policy rather than the consunfehe new

policy.
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This study has some limitations. First of all,sthiased on California counties; thus, it is diffico generalize
the findings, because each state has differenteshachool laws, funding rules, and political andtitutional
factors. Second, some significant variables areimdtided in the model, such as policy entrepremeand
administrative leadership. For future studies, taighl variables should be incorporated to imprtwe model,
and the study should be replicated with other stetémprove external validity.
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