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Over the last thirty years, state governments have paid ever-increasing attention 
to the results of standardized testing to identify successful schools, rewarding 
those with better performance by allocating to them a greater share of resources. 
Although traditional, high-stakes, standardized testing has been shown to be effec-
tive at measuring discrete skills or a predetermined list of facts, the overwhelming 
majority of research into its effectiveness shows not only that these tests fail to 
measure educational quality but also that their use tends to negatively affect 
the intellectual development of students in the classroom. This article argues 
for an alternative mechanism to evaluating school achievement. We claim that 
a free-market approach to education, one that includes central features of mar-
ket systems—profits, market entry, price changes, product differentiation, and 
competition—not only provides a better mechanism than the use of high-stakes 
testing by which to allocate limited financial resources and motivate academic 
achievement but also serves as a more accurate tool to measure the quality of 
school programs.

In 1983, the United States National Commission on Excellence in Education 
released A Nation at Risk, arguing that American schools and students were 
performing comparatively worse than other industrialized nations, jeopardizing 
the future success and prosperity of the United States. The Commission’s recom- 
mendation, among other things, was to raise education standards across the 
board, holding students and schools accountable through standardized testing 
and other seemingly objective measures of academic success. As a result, over 
the last thirty years, state governments have paid ever-increasing attention to 
the results of standardized testing to identify successful schools. This trend is 
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not peculiar to the United States; it affects how governments and state agencies 
in many countries identify and measure the effectiveness of students, teachers, 
and schools.

The standardized testing movement itself is reflective of the challenges associ-
ated with the evaluation of educational outcomes. It is accordingly a subject of 
intense scrutiny, with particular attention given to the unintended consequences 
of a testing-based incentive structure in educational design.1 With public finances 
at stake and a strong interest in quality by constituent families, the demand to 
measure educational performance is continuous. Unfortunately, educational sys-
tems also present a classic knowledge problem wherein information is simultane-
ously complex, costly to obtain, and often obscured by its as-of-yet unrealized 
outcomes as well as a multitude of tradeoffs. As a primarily tax-funded entity, 
education lacks the signaling function of a price mechanism and its accompa-
nying information feedback to both its student consumers and its providers. To 
the degree that it is responsive to quality concerns at all, the education system 
is accordingly forced to seek out alternative and largely constructed metrics, of 
which standardized testing remains a prime example.

Curiously, the standardized test has attained something of a reputation as a 
“market” mechanism itself on account of the very fact that it purports to measure 
outcomes. But testing, at best, only generates a constructed point of data for the 
comparative evaluation of institutions. It provides no feedback mechanism beyond 
an artificial scale on which institutions might be compared, and it inculcates no 
competitive mechanism between institutions save to increase one’s own standing 
on the same fixed scale. For example, there appears to be no correlation, generally 
speaking, between increased testing and increased public high school graduation 
rates. Public high school graduation rates in the US have been measurably declin-
ing since 1970,2 despite substantial increases in standardized testing and public 
resources devoted to education more generally. The association of test-based 
metrics with “market” mechanisms is a comparatively recent phenomenon and 
appears to have no bearing on this trend. The tool of consumer choice, backed 
by the availability of exit, is nowhere implied as a necessary feature of testing. 

 Although traditional, high-stakes, standardized testing has been shown to be 
effective at measuring discrete skills or a predetermined list of facts3 as well as 
a predictor of future academic success,4 the overwhelming majority of research 
into its effectiveness shows not only that these tests fail to measure educational 
quality but also that their use tends to negatively affect the intellectual develop-
ment of students in the classroom.5 Increased test scores more closely correlate 
with increased familiarity with the test itself, rather than an increase in broad 
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knowledge or skill,6 and while familiarity with a test increases student perfor-
mance, the result is not generalizable to other standardized tests in the same 
domain, even when administered to the same students in the same timeframe.7 
Further, with substantial incentives linked to student test performance, schools 
and teachers feel under increased pressure to teach to the test,8 and make edu-
cational tradeoffs to better ensure that test scores rise. These tradeoffs affect the 
design of the school system, including what is covered in the curriculum and 
when;9 focus a disproportionately large amount of resources on students who 
will show the greatest gain in test scores, those at or just below the minimum 
standard;10 and motivate decisions to hold underperforming students back the 
year before crucial tests,11 encourage them to drop out of school,12 or expel them 
prior to test administration.13 

Although most proponents of high-stakes testing seem to acknowledge these 
shortcomings, their challenge to anyone who objects to this use is to find a bet-
ter alternative for identifying high-performing schools and allocating financial 
resources appropriately and efficiently. This article presents a case for such an 
alternative, arguing that a competitive approach to education—defined as one 
that includes central features of market systems (profit/loss signals, consumer 
free entry and exit, price changes, product differentiation, and competition)—
not only provides a mechanism by which to allocate financial resources that is 
superior to the use of high-stakes testing but also serves as a more accurate tool 
to measure the quality of school programs. 

In framing this argument, we make no claim that market mechanisms are a 
panacea to the educational system or the measurement problems that typically 
accompany large public-sector administrative entities. Rather, it is sufficient to 
establish the functional effectiveness of educational markets in most cases, at 
least as they operate relative to the alternative of a system deprived of entry and 
exit signaling. If this position seems overly utilitarian, we would also note that 
market mechanisms in education exhibit certain ethical benefits to the dominant 
practice of allocating educational resources through an administrative vehicle. 
Specifically, markets permit students and their parents to exercise a stakeholder’s 
choice in the product they receive, including the choice of exit in the event that 
an educational institution suffers from corruption, a decline in quality, misal-
location of resources, or other similar tangible maladies. The denial of choice in 
education, we argue, is an ethical consideration as it effectively subjects students 
to these maladies with no recourse short of abstention from schooling itself. 
The case for the market-based alternative accordingly derives not only from its 
improvement upon the status quo (or, at minimum, its offering of a functionally 
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least-bad outcome among alternative systems) but also from the ethical dimension 
of its extension of choice to the affected party, including a means of exiting an 
institution that is insufficiently attentive to the well-being of its students.

Background Concerns

The most frequent concern connected with market-based solutions in education 
center on the perceived negative effects of what is thought to be a commodifi-
cation of knowledge and learning. Martha Nussbaum, for example, argues that 
when education is influenced by the values of economic growth and efficiency, 
students learn to value economic productivity as the highest good, and fail to 
concern themselves with critical thinking or the development of other charac-
teristics necessary to being productive citizens.14 Michael Sandel goes further, 
arguing that market-based approaches to education are problematic because “[p]
utting a price on the good things in life can corrupt them. That’s because markets 
don’t only allocate goods; they express and promote certain attitudes toward the 
goods being exchanged.”15 As an example, he claims that “paying kids to read 
books might get them to read more, but might also teach them to regard reading 
as a chore rather than a source of intrinsic satisfaction.”16 

It is unclear as to why these objections are unique to market mechanisms or 
their alleged tendency to “commodify” education. More often than not, school-
ing generally has a way of instrumentalizing learning—most students’ primary 
aim is good grades, not acquiring knowledge. This concern is not unique to 
market-based approaches to education. Beyond this point, literally any subjec-
tively asserted value judgment carries with it a risk of conveying to the student 
that its pursuit constitutes the highest good. An education model premised upon 
following formulaic instructions, for example, might inculcate a belief that 
obedience to authority constitutes the highest value, thereby discouraging inde-
pendent thought. A model that emphasizes a fluid concept such as “diversity” 
might bias the student toward valuing that concept for its own sake, risking a 
morally relativistic educational norm in the process. The point to be recognized 
is that concepts such as “knowledge” and outcomes such as “good citizenship” 
are exceedingly difficult to define, let alone measure.17 The primary advantage 
of market mechanisms is not a derivative of the values they supposedly incul-
cate, but rather the functional solution they offer to the challenge of evaluating 
educational outcomes.

We might also note that this objection to markets is itself subject to tradeoff 
considerations. Even if we are inclined to agree with Sandel that a child is better 
off if he sees reading as a source of intrinsic satisfaction rather than being a chore, 
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we may also recognize that the child is better off being able to read than not, even 
if what motivated him to learn was being rewarded with money, sweets, or some 
similar enticement. Yet we need not even concede Sandel’s point. His objection 
to the use of market incentives in education appears to derive from nothing more 
than his own subjective distaste for monetary exchanges. This distaste, though 
worth exploring by way of its implications, is a largely sentimental grievance to 
the effect that Sandel finds something about markets to be impure, unaesthetic, 
or otherwise excessively worldly. In doing so he is actually conflating his own 
subjective values for an “intrinsic” assertion of good. 

These two judgments are of different types. That a child is better off being 
able to read than not is evaluative, and is based on the empirical knowledge that 
being able to read is a useful skill and it is difficult for someone to be successful 
in our society if he is unable to read. In comparison, we make a moral judgment 
when declaring that a child is better off believing that reading has both intrinsic 
and instrumental value, rather than having instrumental value alone. 

Sandel rightly observes that these types of moral judgments play an important 
role in educational decisions. For example, deciding how we should allocate 
limited school resources toward science, history, physical education, or the arts 
is, at least in part, a moral question, and Sandel claims that market reasoning 
makes no room for such moral judgments. “Part of the appeal of markets is that 
they don’t pass judgment on the preferences they satisfy. They don’t ask whether 
some ways of valuing goods are higher, or worthier, than others.… This nonjudg-
mental stance toward values lies at the heart of market reasoning, and explains 
much of its appeal.”18 So, for Sandel, a market-based approach to education 
would allocate based on what is most expedient in the eyes of administrators or 
which disciplines are perceived to lead to the greatest amount of financial suc-
cess, rather than as the result of considering both the instrumental and intrinsic 
value of certain pursuits or disciplines. The consequence, Sandel concludes, is 
that “our reluctance to engage in moral and spiritual argument, together with our 
embrace of markets, has exacted a heavy price: it has drained public discourse of 
moral and civic energy, and contributed to the technocratic, managerial politics 
afflicting many societies today.”19 

The current regime of high-stakes standardized testing is just one consequence 
of such technocratic, managerial policies that produce objectively measurable 
outcomes that appear disconnected from whatever good they initially aimed to 
measure. But, as we noted, standardized testing is symptomatic of an admin-
istrative model of constructed metrics. Standardized testing is symptomatic of 
the production of outcomes that are disconnected from the values that they aim 
to track for the simple reason that its metrics do not actually reflect stakeholder 
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recognition of the quality of their educational product. They assign a number to 
compare educational institutions but allow little in the way of functional choice 
between those institutions. 

The presence of a functional choice, not its generation of a numerical scale for 
comparision, seems to be the primary benefit of a market mechanism in educa-
tion. For example, evidence from developing regions of the world suggests that 
students at unregulated private schools perform better than their counterparts at 
state-run schools, for a fraction of the cost-per-pupil.20 Further, students with 
access to a “marketplace in education” performed better than students who had no 
choice in which public school they attended. Surveying fifty-five studies cover-
ing twenty nations, both developed and developing, Andrew Coulson found that 
“[t]here are 35 statistically significant findings of market-like education systems 
outperforming government monopoly schooling, and only two findings of the 
reverse, for a ratio of more than 17 to 1 in favor of free education markets.”21

That a marketplace in education would outperform a monopoly, especially 
when that monopoly is controlled by the state, should not be surprising. Although 
we may be uncomfortable thinking about educated students or knowledge as a 
product, schools are institutions, which can be run well or poorly. In a system 
where there is only one provider of a necessary or highly desired good, that 
provider has little motivation to improve that good over time or provide it at a 
lower cost as technology improves efficiency. 

One objection worth considering is raised by Albert O. Hirschman.22 Hirschman 
juxtaposes the effects of economic choice through exit with the exercise of voice 
upon an underperforming provider. In the case of public schooling, the exercise 
of choice and the mobility to do so become key determinants. He argues that a 
lazy monopolist provider of a good might actually become less responsive to 
performance concerns if choice-induced exit permitted its most vocal constitu-
ents to switch to an alternative provider.23 Parents who regularly voice concerns 
about the quality of their children’s schools are also the most likely to exercise 
choice and move to another school first, thereby depriving the underperforming 
school of what little internal pressure it previously had to improve its product.24

In answering this objection, we might concede this point but ask: Is it ethical 
to hold families of quality-conscious students captive to an underperforming 
monopoly provider of education simply because their presence slightly ame-
liorates further degradation in the school’s curricular product? Economically, 
we also note the unseen consequences of this scenario. The monopoly school’s 
underperformance is not the only outcome at play, as a poor-quality education 
might lead to numerous unrealized life opportunities among its recipients. The 
competition-induced expansion of opportunities might create as of yet unreal-
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ized value that easily exceeds the further decline of an underperforming school, 
absent its quality-conscious families.

Incentives and Education

Extensive empirical evidence suggests that competition and choice in education 
not only promote efficiency and reduce costs, but also provide incentives to the 
schools to improve performance25 and foster the external conditions that are more 
conducive to student success due to increased parental involvement.26 Research 
over the last twenty years has outlined the wide-ranging benefits associated with 
increased parental involvement in education, benefits that apply to students, par-
ents, and the schools themselves.27 To some degree, these findings suggest that 
the presence of choice itself ameliorates the parental apathy critique advanced 
by Hirschman and others. Compelling parents to become involved on the front 
end, by forcing them to consider different schooling options and select what 
would be best for their child given that child’s unique circumstances, promotes 
parental involvement in education from the very beginning, something that is 
often missing in situations where there is no school choice. Absent choice, some 
parents see the education of their children as being someone else’s job and adopt 
the ambivalence Hirschman ascribes to them precisely because a monopoly 
provider allows them to do so.

Even parents who have never experienced formal schooling themselves can 
play an important role in selecting the right school for their child and ensuring 
the selected school’s academic programs are functioning properly once the child 
is attending. In India, 80 percent of school-age students in urban areas and 30 
percent of school-age students in rural areas attend for-profit, private schools.28 
Although the state requires all private schools to be licensed, thousands of unli-
censed schools operate throughout the country.29 

While we normally associate private schools with the wealthiest members 
of society, in India the primary consumers of private education are the poor. In 
Hyderabad, James Tooley30 found that 61 percent of the families sending their 
children to private schools earn below the minimum wage. These families pay 
between 5 and 15 percent of their yearly income to send their children to these 
private schools, instead of paying nothing to send their children to the public 
schools operated by the state. Although poor and uneducated, the parents invest 
both time and money into this decision, with 69 percent investigating at least 
two private schools before choosing where to send their child. Parents reported 
considering several factors in making their decision: cost, reputation of the school, 
provision of instruction in English, the quality of the teachers, and affordability. 
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Parents’ investigation into the quality of the school did not stop once their 
child was enrolled. To evaluate performance, parents kept an eye on class sizes 
when they picked up their children, looked at their children’s exercise books to 
see how often teachers marked in them, and gauged their children’s competency 
in English by listening to them talk to other children in the street. In this way, 
even uneducated parents with no knowledge of English could make compara-
tive, qualitative judgments about the school’s performance and the progress of 
their children. Tooley also found that increased fees without better instruction 
led parents to choose less expensive schools, putting a check on profiteering. 
Parents remained involved and willing to move their children and their tuition 
fees, and so both schools and teachers were accountable directly to the people 
who paid their wages.

For-profit, private education for the poor works in developing countries such 
as India in part because these schools are relatively inexpensive to open and 
operate, and can pass the cost savings on to the students. Here, the cost savings 
does not come from cutting corners or providing a subpar educational program, 
as verified by the millions of poor families that pay a significant percentage of 
their income to send their children to these schools instead of to the free, state-
run schools. Instead, the cost savings comes from not having to spend money on 
obtaining and staying up to date on the licenses and other supporting documents 
needed to open the school and keep it running legally.31

Competition also plays an important role in keeping costs down, requiring 
schools to, for example, eliminate all nonessential administrators and nonteach-
ing staff. By comparison, most public school systems have gone in the opposite 
direction, seeing exponential growth in the number of administrators and non-
teaching staff. Benjamin Scafidi found that in the United States between 1950 and 
2009, “the number of K–12 public school students in the United States increased 
by 96 percent … while administrators and other non-teaching staff experienced 
growth at 702 percent, more than seven times the increase in students.”32 Perhaps 
more dramatic, had administrators and other non-teaching staff increased only at 
the same rate as student enrollments from 1992 through 2009, the United States 
would have saved 24.3 billion dollars over those seventeen years.

Competition can also identify the best schools and teachers. In South Korea, 
hagwons, or private, after-school tutoring academies, play an important role in 
supplementing state primary and secondary education. Similar to other private 
tutor systems, hagwon students sign up to be taught by specific teachers, and 
so the tutors that produce the best results have the most students. “It is about as 
close to meritocracy as it can be…. In hagwons, teachers are free agents. They 
don’t need to be certified. They don’t have benefits or even a guaranteed base 
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salary; their pay is based on performance.”33 Tutors and hagwons attract and 
retain students by treating the children and their parents as a business would 
treat its customers. When 6,600 Korean students were surveyed by the Korean 
Educational Development Institute in 2010, they “gave their hagwon teachers 
higher scores across the board than their regular school teachers: Hagwon teachers 
were better prepared, more devoted to teaching … more respectful of students’ 
opinions … [and] rated best of all when it came to treating all students fairly.”34

What creates this market for hagwons is the combination of high-stakes 
standardized testing for primary and secondary students, culminating with the 
state-administered College Scholastic Aptitude Test that determines who will 
be admitted to one of the country’s top universities, and the perception that the 
public school system provides inadequate preparation for these tests. But what 
allows particular hagwons and tutors to be successful and profitable is their track 
record of success, combined with providing their services at a market-driven 
price. Consumers (i.e., students and their parents) are able to see numerical data 
of past performance by students from different hagwons on various standardized 
tests, gather anecdotal data from former students that have used their services, 
and consider these two factors while taking price into account. Then, once stu-
dents begin attending, parents can monitor their progress and gauge the attention 
their child is receiving from the tutor, switching to a different hagwon if they 
are unsatisfied with the service they receive or their child’s academic progress.

While South Korea’s hagwon market is dominated by the desire of each 
student and his parents to have him perform well on the country’s standardized 
tests, the same principles used in evaluating hagwons can be used to measure 
school achievement in other nations where high-stakes standardized testing does 
not affect the future of the child as significantly. Consider the United States, 
where state administered high-stakes testing of primary and secondary students 
is aimed primarily at evaluating schools for the purpose of allocating resources, 
rather than at evaluating students to determine who gets to go on to study at top 
universities (privately administered standardized tests serving the latter purpose). 
But while multiple-choice style standardized testing fails to assess adequately the 
overall academic achievement of the students or schools when aggregated, the 
“standardized test” of the market does not fail in this regard. The market is able 
to pick out which schools perform best in the same way that Indian parents are 
able to evaluate private schools; South Korean parents are able evaluate hagwons 
or tutors; and we are able to evaluate restaurants. We can accomplish these aims 
by eliminating the distinction between public and private schools, and having 
public education funding follow the students to whatever school they choose to 
attend, instead of being allocated directly to the schools by the state.
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Milton Friedman argued for a similar position in 1955, claiming that we should 
decrease the state’s role in the administration of education, including setting of 
the curriculum and methods of instruction, while retaining its role in its financ-
ing. Recognizing that a “stable and democratic society is impossible without 
widespread acceptance of some common set of values and without a minimum 
degree of literacy and knowledge on the part of most citizens,” Friedman claimed 
that there was a compelling state interest “to require that each child receive a 
minimum amount of education” to “train him for either citizenship or leader-
ship.”35 He argued that the state could finance this education “by giving parents 
vouchers redeemable for a specified maximum sum … if spent on ‘approved’ 
educational services. Parents would then be free to spend this sum and any addi-
tional sum in purchasing educational services from an ‘approved’ institution of 
their own choice.”36 These schools could be run for-profit, or as nonprofits, and 
would be permitted to compete for students much in the same way that other 
businesses compete for customers now. But “[t]he role of the government would 
be limited to assuring that the schools met certain minimum standards such as 
the inclusion of a minimum common content in their programs, much as it now 
inspects restaurants to assure that they maintain minimum sanitary standards.”37

While this analogy between schools and restaurants may seem off-putting 
initially, there are a number of important and relevant similarities. For example, 
there is no one formula for determining what counts as a “good” restaurant or 
school. Their evaluation is an exercise in subjective valuation, Sandel’s aphorisms 
about the “innate” value of knowledge pursued for its own sake notwithstanding. 
Good restaurants range greatly in the types of food they serve, the manner in 
which it is served, the dining atmosphere, and the price point. Both a three-star 
Michelin restaurant in Paris and a food truck parked on a busy street in Houston 
can be a “good” restaurant. What counts is that people receive food that is not 
toxic or rancid, and that they are satisfied by their experience given the relevant 
opportunity costs. The determinative valuation of something as “good” derives 
from an ability to compare its products with other experiences, and select one 
that meets a range of personal tastes and preferences. 

Just as there is no best restaurant or best method for preparing food, there is 
no best way to educate individuals and no best type of school, either in terms of 
style of instruction or curriculum. While no student is better off receiving the 
educational equivalent of rancid food, some students are better off attending 
schools that allocate additional resources to the arts instead of to athletics (or the 
reverse), or learning to do by doing instead of by lectures (or, again, the reverse). 
In fact, we might note that the much-derided system of standardized educational 
testing is a product not of vaguely alluded market mechanisms, but rather the 
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deprivation of such choice and an accompanying push towards one-size-fits-all 
uniformity in educational products. 

Markets and Morality

Beyond the market playing an important role in the evaluation of schools and 
teachers, it also allows individuals an opportunity to answer the types of moral 
questions in education that Sandel identified. How should the students be taught? 
What subjects should the students focus on? Should a school sacrifice physi-
cal education in order to concentrate more on math and science? Answers to 
questions such as these that relate to the structure of a curriculum or method of 
instruction are moral judgments, and how best to answer these questions depends 
on the nature of each individual student and his academic preferences. Because 
there is no definitive answer to these questions that would best serve the needs 
and interests of all individual students, allowing students and their parents to 
make these decisions for themselves, instead of having the state or a handful of 
administrators make them on their behalf, increases individual autonomy. An 
educational marketplace premised on choice may be a value “neutral” alloca-
tion mechanism much to Sandel’s chagrin, but its students and their parents are 
anything but free from value preferences in their own expectations in the same 
system. The ethical question, then, is whether such choices are permitted.

It would be a mistake to try to identify the best curriculum or best method 
of instruction by looking to see which schools are the most popular or have the 
greatest profit—the types of moral judgments that Sandel rightly notes markets 
cannot make. But that a school is well-attended or profitable tells us, minimally, 
that many parents in the area believe it is the best option for their children given 
all of the relevant considerations. Similarly, that a school is poorly attended or 
unprofitable does not necessarily imply that students attending that school receive 
a poor education. But it does show that many parents believe that whatever the 
school is doing (curriculum, method of instruction, price point, or some combina-
tion of these and other factors) is unlikely to lead to student success. 

Further, just as we would separate restaurants serving rancid food from those 
serving food that may not appeal to some section of the population, it is impor-
tant to separate bad schools from schools that may cater to some niche market. 
Schools that adhere dogmatically to unsuccessful teaching methodologies or 
teach material that is factually inaccurate are the educational equivalent of res-
taurants that serve rancid food, while a school that caters to children who are 
blind, deaf, or have other special needs is serving a much smaller market and 
may have more difficulty being profitable. Like bad restaurants, the market will 
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punish bad schools and make it increasingly less likely that they will be able to 
operate. Here, the state can play an important role in this process of rooting out 
bad schools by making sure that all advertisements and claims of past success 
are truthful. 

Even without the problem of deceptive advertising, there is still likely to be 
some concern about possible market failures. Perhaps parents would not have 
enough information or would not be intelligent enough to make an informed 
decision; would be unable to make an intelligent decision because they have too 
many options;38 would live in a community too small or homogenous to support 
more than one school; or would have other characteristics (e.g., poverty, children 
with special needs) that would render them worse off under a free-market sys-
tem than they are now. Friedman attempted to resolve some of these concerns 
by connecting a voucher system with state licensing, insuring “that the schools 
met certain minimum standards such as the inclusion of a minimum common 
content in their programs.”39 But we believe these concerns are misplaced, at 
least for the most part. When it comes to making informed decisions about 
which school is best for their child, poor parents in developing nations, many 
of whom lack formal education, were able to evaluate unregulated schooling 
options in a reasonably intelligent manner. Parents were observed making these 
decisions about private education not just in India, but also in Ghana, Nigeria, 
and Kenya.40 Similarly intelligent decisions could be made by parents in other 
developing or developed nations without the state having to step in and regulate 
schools or educational programs. 

A more serious concern appears to be the possibility of parents having too few 
options from which to choose, perhaps having only one or even zero in extreme 
circumstances. But we believe this concern is overstated and likely to diminish 
with time due to the rapidly decreasing barriers to information brought about 
by technological development. Not only does the possibility of online education 
provide access to competitive schooling for anyone with an Internet connection, 
but our market-based approach does not exclude the possibility of providing public 
funding for education, where funds for education follow the individual children, 
further helping to create a competitive market. Additional concerns about children 
with special needs can also be alleviated in this way. While there are enough 
children with a specific learning disability or pervasive developmental disorder 
(e.g., autism) in most locations to avoid the likelihood of a market failure (at 
least when looking at statistics from the United States41), public education funds 
could be structured so that these children receive a greater amount funding to 
assist their families in covering the increased cost of their education. 
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Although it falls outside the scope of our analysis, one final concern war-
rants mention in light of its moral implications for school competition. The 
problem of racial and other forms of discriminatory stratification may emerge 
in the presence of an exit option from public schooling, particularly if persons 
using the voucher program cluster in specific racial or socioeconomic groups. 
Voucher theorists have taken notice of this problem since Friedman’s original 
article on the subject, although Friedman himself argued that competitive pres-
sures—when paired with moral suasion—would lead to greater integration over 
time. Empirical evidence on this subject is sporadic and at times indirect, but 
also suggestive that competitive pressures improve racial and economic class 
integration vis-à-vis a status quo where historical and geographic factors have 
segregated a noncompetitive public school system.42

While a market-based approach to education may not be perfect, it provides 
a better alternative to the current high-stakes testing when trying to measure 
the achievement of students and schools. Such an approach gives parents more 
power in identifying and separating out better performing schools. At the first 
sign that the school is failing to live up to expectations, or if the school’s method 
of instruction or curriculum turns out to be inappropriate or not well-suited for 
the particular student, a parent can choose to send his child elsewhere. This 
approach also better addresses moral questions central to schooling decisions. 
Parents from diverse backgrounds may have very different ideas about what 
constitutes a good education for their children. Without passing judgment on 
these views, the market is able to offer a variety of educational options, some 
of which will succeed, while others will fail. In the end, schools that meet the 
needs of their students will succeed financially, and that seems to provide a far 
better standardized test of school success than those currently administered.



94

Phillip Magness / Chris W. Surprenant

Notes
1. Linda M. McNeil, Contradictions of School Reform: Educational Costs of Standardized 

Testing (New York: Routledge, 2002).

2. James J. Heckman and Paul A. LaFontaine, “The American High School Graduation 
Rate: Trends and Levels,” Review of Economics and Statistics 92, no. 2 (2010): 
244–62.

3. Amy Finn, Matthew Kraft, Martin West, Julia Leonard, Crystal Bish, Rebecca 
Martin, Margaret Sheridan, Christopher Gabrieli, and John Gabrieli, “Cognitive 
Skills, Student Achievement Tests, and Schools,” Psychological Sciences 25, no. 3 
(2015): 736–44.

4. Nathan R. Kuncel and Sarah A. Hezlett, “Standardized Tests Predict Graduate 
Students’ Success,” Science 315, no. 5815 (2007): 1080–81.

5. Diane Ravitch, The Schools We Deserve (New York: Basic Books, 1985): 172–81; W. 
James Popham, “Why Standardized Test Scores Don’t Measure Educational Quality,” 
Educational Leadership 56, no. 6 (1999): 8–15; Audrey L. Amrein and David C. 
Berliner, “High-Stakes Testing, Uncertainty, and Student Learning,” Education 
Policy Analysis Archives 10, no. 18 (2002): 1–74; Phillip Harris, Bruce M. Smith, 
and Joan Harris, The Myths of Standardized Tests: Why They Don’t Tell You What 
You Think They Do (New York: Rowman & Littlefield, 2011); Brian. A. Jacob and 
Steven D. Levitt, “Rotten Apples: An Investigation of the Prevalence and Predictors 
of Teacher Cheating,” Quarterly Journal of Economics 118, no. 3 (2003): 843–77.

6. Daniel Koretz, Karen Mitchell, Sheila Barron, and Sarah Keith, The Perceived Effects 
of the Maryland School Performance Assessment Program, CSE Technical Report 
No. 409 (Los Angeles: Center for the Study of Evaluation, University of California, 
1996).

7. Robert L. Linn and Stephen B. Dunbar, “The Nation’s Report Card Goes Home: 
Good News and Bad about Trends in Achievement,” Phi Delta Kappan 72, no. 2 
(1990): 127–33; Daniel M. Koretz and Sheila I. Barron, The Validity of Gains on 
the Kentucky Instructional Results Information System (KIRIS) (Santa Monica: 
RAND, 1998); Stephen P. Klein, Laura Hamilton, Daniel F. McCaffrey, and Brian 
Stecher, “What Do Test Scores in Texas Tell Us?” Educational Policy Analysis 
Archives 8, no. 49 (2000): 1–22; Brian A. Jacob, “Accountability, Incentives, and 
Behavior: The Impact of High-Stakes Testing in the Chicago Public Schools,” 
Journal of Public Economics 89, nos. 5–6 (2005): 761–96; Bruce Fuller, Kathryn 
Gesicki, Erin Kang, and Joseph Wright, “Is the No Child Left Behind Act Working? 
The Reliability of How States Track Achievement,” Policy Analysis for California 
Education (Berkeley: University of California, 2006); Andrew D. Ho and Edward H. 
Haertel, “Metric-Free Measures of Test Score Trends and Gaps with Policy-Relevant 



95

Market-Based Measurement 
for School Achievement

Examples,” Center for the Study of Evaluation Technical Report 665 (Los Angeles: 
University of California, 2006); Brian A. Jacob, “Test-Based Accountability and 
Student Achievement: An Investigation of Differential Performance on NAEP and 
State Assessments” (Cambridge, MA: National Bureau of Economic Research, 2007); 
Jaekyung Lee, “Is Test-Driven External Accountability Effective? Synthesizing the 
Evidence from Cross-State Causal-Comparative and Correlational Studies,” Review 
of Educational Research 78, no. 3 (2008): 608–44.

8. Michael Hout and Stuart W. Elliott, eds., Incentives and Test-Based Accountability 
in Education (Washington, DC: National Academies Press, 2011). 

9. William A. Firestone, Gregory Camilli, Michelle Yurecko, Lora Monfils, and David 
Mayrowetz, “State Standards, Socio-Fiscal Context and Opportunity to Learn in New 
Jersey,” Education Policy Analysis Archives 8, no. 35 (2000): 1–25; Avinash Dixit, 
“Incentives and Organizations in the Public Sector,” Journal of Human Resources 
37, no. 4 (2002): 696–727.

10. Jennifer Booher-Jennings, “Below the Bubble: ‘Educational Triage’ and the Texas 
Accountability System,” American Educational Research Journal 42, no. 2 (2005): 
231–68; Laura S. Hamilton et al., Standards-Based Accountability Under No Child Left 
Behind: Experiences of Teachers and Administrators in Three States (Santa Monica: 
RAND, 2007); Randall Reback, “Teaching to the Rating: School Accountability and 
the Distribution of Student Achievement,” Journal of Public Economics 92, nos. 5–6 
(2008): 1394–1415; Derek Neal and Diane Whitmore Schanzenbach, “Left Behind 
by Design: Proficiency Counts and Test-Based Accountability,” Review of Economics 
and Statistics 92, no. 2 (2010): 263–83.

11. Walt Haney, “The Myth of the Texas Miracle in Education,” Education Analysis 
Policy Archives 8, no. 41 (2000): 1–25.

12. George F. Madaus et al., The Influence of Testing on Teaching Math and Science 
in Grades 4–12 (Chestnut Hill, MA: Center of Study of Testing, Evaluation, and 
Educational Policy, Boston College, 1992).

13. Thomas M. Haladyna, Susan Bobbit Nolen, and Nancy S. Haas, “Raising Standardized 
Test Scores and the Origins of Test Score Pollution,” Educational Researcher 20, 
no. 5 (1991): 2–7.

14. Martha C. Nussbaum, Not for Profit: Why Democracy Needs the Humanities (Prince-
ton: Princeton University Press, 2012).

15. Michael J. Sandel, “What Isn’t for Sale?” The Atlantic (April 2012), https://www.
theatlantic.com/magazine/archive/2012/04/what-isnt-for-sale/308902/.

16. Sandel, “What Isn’t for Sale?”



96

Phillip Magness / Chris W. Surprenant

17. We do note however that a growing empirical literature attempts to measure the 
association between school choice and “civic value,” suggesting a positive relation-
ship. See Greg Forster, “A Win-Win Solution: The Empirical Evidence on School 
Choice,” Friedman Foundation for Educational Choice (2016), 32.

18. Sandel, “What Isn’t for Sale?”

19. Sandel, “What Isn’t for Sale?”

20. Rangachar Govinda and N. V. Varghese, Quality of Primary Schooling in India: 
A Case Study of Madhya Pradesh (Paris: International Institute for Educational 
Planning, 1993); Geeta Kingdon, “The Quality and Efficiency of Private and Public 
Education: A Case Study in Urban India,” Oxford Bulletin of Economics and Statistics 
58, no. 1 (1996): 57–82; P. Duraisamy and T. P. Subramanian, “Costs, Financing and 
Efficiency of Public and Private Schools in Tamil Nadu,” in Financing Education in 
India: Current Issues and Changing Perspectives, ed. Jandhyala B. G. Tilak (Delhi: 
Ravi Books, 2003); James Tooley, “Could For-Profit Private Education Benefit the 
Poor? Some a Priori Considerations Arising from Case Study Research in India,” 
Journal of Education Policy 22, no. 3 (2007): 321–42; James Tooley, Yong Bao, 
Pauline Dixon, and John Merrifield, “School Choice and Academic Performance: 
Some Evidence from Developing Countries,” Journal of School Choice 5, no. 1 
(2011): 1–39.

21. Andrew J. Coulson, “Markets vs. Monopolies in Education: A Global Review of the 
Evidence,” Policy Analysis, No. 620 (2008): 1–16. 

22. Albert O. Hirschmann, Exit, Voice, and Loyalty: Responses to Decline in Firms, 
Organizations, and States (Cambridge: Harvard University Press, 1970).

23. Hirschmann, Exit, Voice, and Loyalty, 59.

24. Hirschmann, Exit, Voice, and Loyalty, 51–52.

25. Danish Ministry of Education, Rapport on Taxameterstyring (Copenhagen: Danish 
Ministry of Education, 1998); Caroline M. Hoxby, “The Effects of School Choice 
on Curriculum Atmosphere,” in Earning and Learning, ed. Susan Mayer and Paul 
Peterson (Washington, DC: Brookings Institution Press, 1999); Geoffrey C. Rapp, 
“Agency and Choice in Education: Does School Choice Enhance the Work Effort 
of Teachers?” Education Economics 8, no. 1 (2000): 37–63; OECD, Knowledge and 
Skills for Life: First Results from PISA 2000 (Paris: OECD, 2001).

26. Mark Schneider, Paul Teske, Melissa Marschall, Michael Mintrom, and Christine 
Roch, “Institutional Arrangements and the Creation of Social Capital: The Effects 
of School Choice” American Political Science Review 91 (1997): 82–93; Paul Teske 
and Mark Schneider, “What Research Can Tell Policymakers about School Choice,” 
Journal of Policy Analysis and Management 20, no. 4 (2001): 609–31.



97

Market-Based Measurement 
for School Achievement

27. Joyce L. Epstein, School, Family, and Community Partnerships: Preparing Educators 
and Improving Schools (Boulder, CO: Westview Press, 2001); Xitao Fan and Michael 
Chen, “Parental Involvement and Students’ Academic Achievement: A Meta-
Analysis,” Educational Psychology Review 13, no. 1 (2001): 1–22; Anne T. Henderson 
and Karen L. Mapp, “A New Wave of Evidence: The Impact of School, Family, and 
Community Connections on Student Achievement,” Annual Synthesis, 2002 (Austin, 
TX: Southwest Educational Development Lab, 2002); William H. Jeynes, “A Meta-
Analysis: The Effects of Parental Involvement on Minority Children’s Academic 
Achievement,” Education and Urban Society 35, no. 2 (2003): 202–18; Wendy Miedel 
Barnard, “Parent Involvement in Elementary School and Educational Attainment,” 
Children and Youth Services Review 26, no. 1 (2004): 39–62; Jung-Sook Lee and 
Natasha K. Bowen, “Parent Involvement, Cultural Capital, and the Achievement 
Gap among Elementary School Children,” American Education Research Journal, 
43, no. 2 (2006): 193–218; William H. Jeynes, “The Relationship between Parental 
Involvement and Urban Secondary School Student Academic Achievement: A Meta-
Analysis,” Urban Education 42, no. 1 (2007): 237–69; Joanna Smith and Priscilla 
Wohlstetter, “Parent Involvement in Urban Charter Schools: A New Paradigm of the 
Status Quo?” School Choice and School Improvement: Research in State, District and 
Community Contexts (Vanderbilt University, 2009); Forster, “A Win-Win Solution.” 

28. John Drèze and Amartya Sen, India: Development and Participation (Oxford: Oxford 
University Press, 2002).

29. Baladevan Rangaraju, James Tooley, and Pauline Dixon, The Private School Revolu-
tion in Bihar: Findings from a Survey in Patna Urban (New Delhi: India Institute, 
2012).

30. Tooley, “Could For-Profit Private Education Benefit the Poor?”

31. Mayank Wadhwa, “Licenses to Open a School: It’s All About Money,” Research 
Internship Papers 2001 (New Delhi: Centre for Civil Society, 2001), https://ccs.in/
licenses-open-school-it-s-all-about-money.

32. Benjamin Scafidi, The School Staffing Surge: Decades of Employment Growth in 
America’s Public Schools, Part II (Indianapolis: Friedman Foundation for Educational 
Choice, 2013).

33. Amanda Ripley, “The $4 Million Teacher,” The Wall Street Journal (August 3, 2013).

34. Ripley, “The $4 Million Teacher.”

35. Milton Friedman, “The Role of Government in Education,” in Economics and the 
Public Interest, ed. Robert A. Solo (New Brunswick: Rutgers University Press, 1955), 
124–26.

36. Friedman, “The Role of Government in Education,” 127.



98

Phillip Magness / Chris W. Surprenant

37. Friedman, “The Role of Government in Education.”

38. Barry Schwartz, The Paradox of Choice: Why More Is Less (New York: HarperCollins, 
2009).

39. Milton Friedman, Capitalism and Freedom (Chicago: University of Chicago Press, 
1962), 89.

40. James Tooley and Pauline Dixon, Private Education is Good for the Poor: A Study 
of Private Schools Serving the Poor in Low-Income Countries (Washington, DC: 
Cato Institute, 2005).

41. National Center for Education Statistics, “Elementary and Secondary Education,” 
Digest of Education Statistics, 2012 (Washington, DC: U.S. Department of Education, 
2013).

42. Thomas Nechyba, “School Finance, Spatial Income Segregation, and the Nature of 
Communities,” Journal of Urban Economics 54, no. 1 (July 2003): 61–88. One recent 
report suggests public/private divisions in schooling exacerbate segregation, although 
it did not find similar evidence for the regular public/public charter school divide. 
The comparative rarity of large-scale voucher programs suggests these findings may 
reflect the effects of income disparities in general as determinants of the ability to 
utilize the private school system. Matthew Di Carlo and Kinga Wysienska-Di Carlo, 
“Public and Private School Segregation in the District of Columbia,” Albert Shanker 
Institute Research Brief (Washington, DC, 2017), http://www.shankerinstitute.org/
resource/dcsegregation.


