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The Economics of Increasing Federal 
Education Funding and/or Regulation 

https://www.speechanddebate.org/wp-
content/uploads/2017-2018-Policy-

Debate-Topic-Synopsis.pdf



“Achievement gaps also exist between children from 
different ethnic groups and between affluent and low-
income students.” ...

“Do we need more teachers, higher teacher pay, uniform 
teacher standards, and/or smaller class sizes?” ...

“How can we prepare and train the future United States 
workforce?”...

“The affirmative teams will have the ability to critically 
examine everything from charter schools 
to online programs to for-profit schools.”

https://
www.speech
anddebate.o

rg/wp-
content/
uploads/

2017-2018-
Policy-

Debate-
Topic-

Synopsis.pdf

History and Economics of Federal Education 
Funding and Regulations

Federal elementary and secondary education funding now.
What education programs receive the most federal funding?
How have these programs changed over time? 
What reforms are proposed?
What education programs would benefit 
from increased federal funding or regulation?
What are the downsides of current and 
increased federal K-12 education funding?

Federal Education Funding: An Overview
How much does the Federal government spend on 
education each year?

What are the major categories of spending? How 
much is spent on K-12 education programs?

How have federal programs, policies, and funding 
influenced higher education in the U.S.?

What reforms could stretch federal dollars, or 
improve educational outcomes?



Federal Education Policy:  An Overview
How much does the Federal government 
spend on education each year?
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Federal Education Policy:  An Overview
How much does the Federal government 
spend on education each year?
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3% of a really big number 
is still a big number...

But, $3.95 trillion is total spending not total discretionary spending...

The U.S. Treasury divides all federal spending into three groups: 
mandatory spending, discretionary spending and interest on debt. 

Education aid and 
related social 
services were about 
$114 billion, or less 
than 3% of all 
federal spending.

The U.S. Treasury 
divides all federal 
spending into three 
groups: mandatory 
spending, discretionary 
spending and interest 
on debt. 

https://
www.nationalpriorities.org/

budget-basics/federal-
budget-101/spending/



The U.S. Treasury 
divides all federal 
spending into three 
groups: mandatory 
spending, discretionary 
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on debt. 
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http://www.pewresearch.org/fact-tank/
2017/04/04/what-does-the-federal-

government-spend-your-tax-dollars-on-
social-insurance-programs-mostly/

Federal Education Policy:  An Overview
How much does the Federal government 
spend on K-12 education each year?

Since 2002, federal funding for education 
has increased by 36%, 

from $50 billion to $68 billion 

It peaked in 2009 at $97 [b]illion...

Title I. Funding increase[d] since 2002... 
from $10.4 billion to $14.9 billion...

Special education [at] $11.9 billion – 
an increase of nearly 60% since 2002.



Federal Education Policy:  An Overview

Pell Grants: $22 Billion (2016)
ESEA Title I Grants: $14.9 billion
Special Education: $11.9 billion

http://www.pearsoned.com/
education-blog/2016-federal-
education-budget-increases/

Title I: $14.9 billion

Special Education 
(IDEA): $11.9 billion

Head Start: $9.1 bil. 

Title II: $2.3 billion

Notes on Economics and Federal 
Education Funding and Regulation

• Economics can provide a set of tools to 
better understand public policy. Sometimes 
called the Economic Way of Thinking.

• All economies have incentive problems and 
information problems.

• For education policy reform: what are 
incentives for students, teachers, parents 
and administrators?

• For education policy reform: who has the 
information on best reform programs?

 We don’t know a lot about 
best education reforms...

 Managing a school or a 
classroom is a challenge. 

 Successful teachers are 
likely to know the most.

 What reforms would best 
locate & learn from successful 
schools & classrooms?



Federal K-12 Education Reforms
• Debates over expanding school 

choice and state funding for new 
charter schools is in the news.

• But looking back to 2000, major 
debates on U.S. education...

• “Broken Promises: What the 
Federal Government Can Do To 
Improve American Education,”. 
(Brookings Institution, March 1, 2000) 

• Expanded education bureaucracy 
at local, state, and federal levels.

Federal programs 
typically travel first to 
the 50 state 
departments of 
education, which send 
them to local school 
districts, then to 
administrators at 
school sites, and finally, 
perhaps, to classroom 
teachers. At each stop, 
money is drained off to 
support a bureaucracy. 

http://economicthinking.org/2017/08/23/what-the-federal-government-can-do-to-improve-u-s-education/

Federal K-12 Reforms, continued
The public’s desire to improve public schools...does not 
justify expanding the federal government’s role in education. 

...most evaluations of the major federal categorical 
programs suggest that they are failing to make a 
dent in the problems they were designed to solve. ...

Congress has been...unwilling to overhaul or discontinue any 
education program, regardless of its lack of effectiveness. 

Every federal program can mobilize a devoted constituency 
on its behalf, and even the smallest programs have kept 
their federal funds flowing.

http://economicthinking.org/2017/08/23/what-the-federal-government-can-do-to-improve-u-s-education/

http://economicthinking.org/category/federal-education-policy/
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Average ACT Composite score is
20.8 on a scale of 1 to 36

met ACT
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Benchmark

met ACT
Reading

Benchmark

How does ACT measure college readiness?

What is readiness?
ACT defines it as the acquisition of the 
knowledge and skills a student needs to enroll 
and succeed in credit-bearing first-year courses 
at a postsecondary institution (such as a 2- or 
4-year college, trade school, or technical 
school) without the need for remediation.

By measuring the empirical 
minimum scores needed 

on the ACT subject area 
tests to indicate: 

or about a 75% 
chance of obtaining 

a C or higher in 
corresponding 
credit-bearing 

first-year college 
courses.

a 50% 
chance of 

obtaining a 
B or higher.

41%
met ACT

Math
Benchmark

61%
met ACT
English

Benchmark

© 2016 by ACT, Inc. All rights reserved.6621

34%

15%

13%

12%

26%

Readiness Benchmarks

met just two ACT College 

Readiness Benchmark

met only one  ACT College 

Readiness Benchmarks

met zero ACT College 

Readiness Benchmarks

met exactly three ACT College 
Readiness Benchmarks

met all four ACT College 

2 million ACT® test takers— 
More than any other college 
admissions assessment 64%

of the 2016
high school

grad class

84% of 2016       
ACT-tested 

graduates aspire
to postsecondary 

education   

College readiness by the numbers

The Condition of
College & Career

Readiness 2015

The Condition of 
College and Career 
Readiness 2016

36% 44%

Average ACT Composite score is
20.8 on a scale of 1 to 36

met ACT
Science

Benchmark

met ACT
Reading

Benchmark

How does ACT measure college readiness?

What is readiness?
ACT defines it as the acquisition of the 
knowledge and skills a student needs to enroll 
and succeed in credit-bearing first-year courses 
at a postsecondary institution (such as a 2- or 
4-year college, trade school, or technical 
school) without the need for remediation.

By measuring the empirical 
minimum scores needed 

on the ACT subject area 
tests to indicate: 

or about a 75% 
chance of obtaining 

a C or higher in 
corresponding 
credit-bearing 

first-year college 
courses.

a 50% 
chance of 

obtaining a 
B or higher.

41%
met ACT

Math
Benchmark

61%
met ACT
English

Benchmark

© 2016 by ACT, Inc. All rights reserved.6621

34%

15%

13%

12%

26%

Readiness Benchmarks

met just two ACT College 

Readiness Benchmark

met only one  ACT College 

Readiness Benchmarks

met zero ACT College 

Readiness Benchmarks

met exactly three ACT College 
Readiness Benchmarks

met all four ACT College 

2 million ACT® test takers— 
More than any other college 
admissions assessment 64%

of the 2016
high school

grad class

84% of 2016       
ACT-tested 

graduates aspire
to postsecondary 

education   

College readiness by the numbers

The Condition of
College & Career

Readiness 2015

The Condition of 
College and Career 
Readiness 2016



The Informal Education Revolution
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Education Innovation from Around the 
World and Relevance for U.S. Reforms

The Innovation Education Revolution

“JOSÉ URBINA LÓPEZ Primary 
School sits next to a dump just 
across the US border in Mexico...”
Teacher Sergio Juárez Correa 
discovers TED video featuring an 
education experiment in India.
Then he discovers one of his 
students, 12-year-old Paloma 
Noyola Bueno...

https://www.wired.com/2013/10/free-thinkers/



Hundreds of thousands of kids drop out of 
public high school every year. 
Of those who do graduate from high school, 
almost a third are “not prepared academically 
for first-year college courses,” according to a 
2013 report from the testing service ACT. 
The World Economic Forum ranks the US 
just 49th out of 148 developed and 
developing nations in quality of math and 
science instruction. 
“The fundamental basis of the system is 
fatally flawed,” ... https://www.wired.com/2013/10/free-thinkers/

Sugata Mitra’s famous 1999 
Hole in the Wall Experiment

In the late 1990s and during the 
2000s, Mitra experimented with 
giving children access to 
computers in India. 
Without saying anything to 
them, the children learned a 
variety of surprising things-from 
how DNA replicates to English.

https://www.ted.com/talks/sugata_mitra_the_child_driven_education

Sugata Mitra’s Next 
Two TED Talks

https://www.ted.com/talks/
sugata_mitra_build_a_school
_in_the_cloud

https://www.ted.com/talks/
sugata_mitra_shows_how
_kids_teach_themselves



Sugata Mitra: Challenging Traditional 
Education with Technology

If you allow the educational process to self-
organize, then learning emerges. It’s not about 
making it happen. It’s about letting it happen. 
The School in the Cloud is like a sixth sense. 
It’s a combination of a human and tech, a 
composite entity. 
This kind of learning will drive classrooms and 
education as we know it into museums.

http://blog.lenovo.com/en/blog/challenging-traditional-education-with-technology

Online Learning: 
Top 5 Federal Policy Issues

Base accountability on individual student growth models to 
support student-centered, competency-based learning.
Support performance-based systems of assessments.
Support federal research for high-quality online learning.
Support human capital development through redesigned pre-
service/in-service training for online and blended learning.
Ensure reliable and ubiquitous student access 
to the Internet and quality learning materials.
https://www.inacol.org/resource/online-learning-top-5-federal-policy-issues/

Entrepreneurs, Enterprises, & Education in 
the Developing World (and Inner Cities)

James Tooley’s research in India and 
Africa for his book, The Beautiful Tree.

Informal schools vs. state regulators 
in the developing world.

Informal education across the U.S.: 
Unschooling, homeschooling, and 
more “outside-the-box” experiences.

http://economicthinking.org/2017/08/24/informal-k-12-and-higher-education-u-s-and-developing-world/



Magnets, Charters, Vouchers, Tax Credits, 
and the School Choice Debate
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Education Entrepreneurs
Last segment discussed and schools for 
poor families in Mexico & around the world

In Mexico (Wired’s “The Next Steve Jobs”) 
featured innovative teacher in public school.

Sugata Mitra researched poor students with 
no school, just access to computers and 
Internet.

James Tooley (The Beautiful Tree) researched 
schools for the poor in India and Africa.

Other examples include Jamie Escalante of 
Garfield H.S. in East Los Angeles, played by 
in the movie Stand and Deliver by Edward 
James Olmos.

https://
www.wired.co
m/2014/12/4-

mexican-
immigrant-
kids-cheap-
robot-beat-

mit/



Finding and Sharing Best Practices
Long debate over school choice. Should students have 
the right to attend other than state-assigned schools?   
(including religious schools and homeschooling?)

Current debate on expanding funding for Charter Schools.

Wealthy families have a choice of schools. They can 
pull their children from public school to attend 
religious or private schools.

Economist Milton Friedman proposed vouchers: state 
funding paying for students to attend private schools.

Andrew Coulson advocated Tuition Tax Credits (tuition 
at private schools refunded by reduced state taxes)

The oldest school voucher program was created in 
Milwaukee in 1990 with a singular focus on African-
American students living in poverty. 

https://www.washingtonpost.com/local/education/
new-charter-schools-debate-are-they-widening-

racial-divides-in-public-education/

http://www.npr.org/sections/ed/
2017/05/16/523612949/lessons-on-
race-and-vouchers-from-milwaukee

http://www.freetochoose.tv/program.php?
id=school_inc_1&series=school_inc

https://www.wsj.com/articles/test-scores-
dont-lie-charter-schools-are-
transformative-1503528384

https://www.washingtonpost.com/news/answer-sheet/wp/2017/03/30/what-
the-public-doesnt-know-about-high-performing-charter-schools-in-arizona/

http://www.wnyc.org/story/in-the-black-
community-a-division-over-charter-schools/

School Choice in Harlem
...grew up in Harlem in the 1960s-’70s. My brother and I 
attended a failing school where we were the only white students
Thirty years later...living in Harlem and ready to send my own 
son to school, those same schools were still abysmally low-performing. 
In 2006, when I opened my first charter school in Harlem, the district 
schools were still failing.
Central Harlem...number of students meeting rigorous, Common Core 
math standards has more than doubled since 2013—from 1,690 to 
3,703. Students attending charter schools account for 96% of that growth.
Black and Hispanic students from Central Harlem...Success Academy 
schools outperform white students across the city by 33 points in math 
and 21 points in reading; low-income students outperform the city’s 
affluent students by 38 and 24 points in math and reading respectively.

https://
www.wsj.com/
articles/test-

scores-dont-lie-
charter-schools-

are-
transformative-

1503528384



Education on the Job and Online: 
Alternatives for Federal Reform
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Federal Education Funding as Foreign Aid
Easterly worked 20 years as development economist 
for the World Bank, then wrote The Elusive Quest for 
Growth and later wrote The White Man’s Burden.
William Easterly and the Planners vs. the Searchers.
Local enterprises and entrepreneurs have local 
knowledge & are searchers looking to solve problems.
Distant and visiting planners come with preconceived 
notions about the local economy and community.
Similar problems with federal education planners and 
their programs. Better to empower local searchers.

https://williameasterly.files.wordpress.com/
2010/08/49_easterly_plannersversussearcersinforeignaid_prp.pdf

http://foreignpolicy.com/2009/10/13/
the-ideology-of-development/

Economics for Education Reforms
Economics turns on incentive and information challenges.
Local education searchers have incentives and information.
Education planners and reformers--from academics to state 
and federal officials--have limited information about local 
students, teachers, and communities.
No one can know the best design for a restaurant, house, or 
retail store. Instead, an open economy has thousands trying 
new menus, designs, and products they offer to others.
State and federal education reform should encourage this 
discovery process, should encourage innovative teachers, 
schools, and education entrepreneurs.



...with encouragement from local mayor...to create a new public 
(non-charter) high school in this city just outside of Boston. ... 
entirely focused on the principles of self-directed learning.
Resnick says: “We think the future of learning doesn’t look 
anything like school. It looks much more similar to work: much 
more ambiguous, much more interdisciplinary.” 
Inspired by the writing of self-directed learning pioneers like John 
Holt (How Children Learn, 1967) and Ivan Illich (Deschooling 
Society, 1970), Resnick and his team envision a school in which 
in-depth, project-based learning–propelled entirely by students...

http://educationnext.org/transforming-high-school-through-self-directed-learning/

https://xqsuperschool.org/whoweare

https://xqsuperschool.org/

The Berlin teenager’s self-confidence is largely the 
product of a unique educational institution that 
has turned the conventions of traditional teaching 
radically upside down. 

At Oberländer’s school, there are no grades until 
students turn 15, no timetables and no lecture-
style instructions. The pupils decide which subjects 
they want to study for each lesson and when they 
want to take an exam.
https://www.theguardian.com/world/2016/jul/01/no-grades-no-

timetable-berlin-school-turns-teaching-upside-down

...he managed to talk Germany’s national 
rail operator into handing them some 
free tickets. So impressed was the 
management with his chutzpah that they 
invited him back to give a motivational 
speech to 200 of their employees.
Anton, it should be pointed out, is 14 
years old.



http://www.pbs.org/newshour/updates/decades-
pushing-bachelors-degrees-u-s-needs-tradespeople/

High schools and colleges have struggled for 
decades to attract students to job-oriented 
classes ranging from welding to nursing. 

They’ve tried cosmetic changes, such as 
rebranding “vocational” courses as “career and 
technical education,” but students and their 
families have yet to buy in...

https://
www.facebook.com/

attn/videos/
1481545225214265/

In Germany, learning a trade is just as 
valuable as a college education. -- 

Mike Rowe

Education and Employment 
The internships are also part of a larger 
turnaround effort at ChiTech centered on 
project-based learning. The school [90%... free 
or reduced-price lunch, and 14%...homeless], 
was founded in 2009 to teach skills [for] the 
booming tech sector.

...the district gave ChiTech a year to turn 
things around. As part of the deal, they 
partnered with High Tech High, a San 
Diego-based charter-school network and a 
national leader in project-based learning.

https://www.theatlantic.com/education/archive/2017/08/how-
student-internships-saved-a-chicago-school/537642/

https://www.hightechhigh.org/

Politics, Markets & America’s Schools
Teachers vs. administrators in U.S. schools.
Research by John Chubb and Terry Moe, 
and their 1990 Brookings Institution book. 
Comparing NYC public & Catholic schools
Public Choice theory and institutional 
resistance to education reform.

https://www.usnews.com/opinion/knowledge-bank/articles/
2017-07-25/the-history-of-school-choice-is-complicated



http://www.oprah.com/oprahshow/the-
children-of-waiting-for-superman_1

https://www.youtube.com/watch?v=vY2l2xfDBcE

http://hcz.org/spreading-the-model/

Education Research and Innovation

Inadequate accreditation: 
America's looming education crisis

• “The Big Shortcut,” a striking eight-part series in 
Slate, reveals the broad scope of our public 
education system’s abuses of online credit 
recovery courses to boost graduation rates. 

• ...should be doing a better job is accrediting 
agencies...Accreditation agencies...with a mission 
of ensuring quality control and academic integrity 
in our schools. 

• ...online credit recovery, whereby schools hand out 
dubious credits to students who click through 
watered down online courses. Yet some of these 
agencies appear to be not only missing in action, 
but complicit in this burgeoning scandal.

http://www.slate.com/articles/news_and_politics/schooled/
2017/05/

u_s_high_schools_may_be_over_relying_on_online_credit
_recovery_to_boost.html

https://edexcellence.net/articles/inadequate-accreditation-
americas-looming-education-crisis



https://www.youtube.com/watch?v=Y47gTuHkn8E

http://www.intelligencesquaredus.org/
debates/charter-schools-are-overrated

http://www.intelligencesquaredus.org/
debates/embrace-common-core



• http://mackinac.org/debate

• Greg Rehmke - 
grehmke@gmail.com
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