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1.0VERVIEW 

In 1995, 12 states had passed charter school legislation 
and about l 00 charter schools \vere operating and/or 
had been approved to open. Two years later, 29 states 
had passed charter school legislation. and nearly 800 
charter schools were operating nationwide. More states 
are expected to follow suit shortly and pass new 
charter school bills. 

Although there are multiple incentives and 
opportunities to create a charter school, there is little 
information av~ilable to give policymakers. charter 
school sponsors or charter school operators sound 
guidance on financial issues. Providing some form of 
guidance may become a critical issue. because many 
charter schools have budget authority not given to 
traditional public schools. As the number of charter 
schools in operation for longer than three years 
increases. opportunities to document and analyze their 
financial operations grow. A cross-comparison of 
charter school fiscai operations with traditional public 
schools may provide the insight necessary to improve 
financial operations within traditional public schools. It 
also may provide policymakers with an opportunity to 
strengthen charter school laws by amending or 
eliminating legislation that adversely affects charter 
schools' ability to operate. This £CS Information Brief 
is a small step toward revealing this infonnation. 

The Brief also provides information relating to 
questions frequently asked by policymakers about 
charter school funding. Most common among these 
questions are the foltowing: 

• What are the procedures states follow for funding 
chaner schools? 

• What are the levels and sources of charter school 
revenues, and how are these revenues expended? 

• How much are states allocating to charter schools? 
• What are the most significant fiscal issues that 

charter schools face? 

This lnformarion Brief provides a snapshot of charter 
school financial support in four states -Arizona, 
California, Massachusetts and Michigan - and 
selected schools within those states. In each state, ECS 
researchers conducted telephone interviews with a 
technical assistance provider (the person responsible 
for working directly with charter schools), a state-level 
staff person ( either the finance or charter school expert 
in the Department of Education), at least one charter 
school sponsor and ·two charter school operators. In 
addition, budgets were collected from one charter 
school in each of the four states. 

Although the four states were chosen because they 
represent different approaches to funding charter 
schools (see Section 2 for a description of each 
approach), the survey turned up many similarities. The 
findings from these four states, while not sufficient to 
reach conclusions applicable to ail charter schools or to 
all states. can be helpful to policymakers and the public 
in learning more about charter school finance issues 
and activities. and in identifying key areas for further 
research. 

Section 2 below briefly discusses charter school 
funding procedures and activities in the four states. 
Section 3 integrates interview findings with an 
analysis of four chaner school budgets. Section 4 
raises the key issues policymakers should consider 
when makinii: decisions about charter school 
legislation. ;nd Section 5 recommends areas for further 
research. 
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2. HOW CHARTER SCHOOLS OBTAIN 
FUNDING 

School districts receive the bulk of their revenues 
through state-set funding formulas. In most states, 
these formulas specify a spending level that includes a 
base per-pupil amount and adjustments to account for 
special needs. The combination of the base amount and 
the adjustments forms the foundation leverfor each 
school, which is provided through a combination of 
state and local dollars. Districts receive varying levels 
of state aid depending on their propeny tax 
wealth. Many states aHow school districts to spend 
more than the foundation level by passing local school 
taxes. 

The four states in this study follow somewhat various 
approaches for funding charter schools. The amount of 
money and the types of funding for which their chru1er 
schools are eligible vary based on individual 
circumstances or state/district policies. Even the 
federal funding that states receive for charter school 
stare-ups is distributed to the schoolsthrough different 
approaches in these states. 

Charter school funding levels and sources are affected 
by who sponsors them- a state agency, a university 
or a local school district. As shown in the following 
descriptions, the sponsoring authority varies by state. 
Sponsors decide whether to approve or disapprove a 
charter, negotiate how much funding a charter school 
will receive, and then pass the funding on to the school 
either directly or through another agency. 

Arizona 

Three entities in Arizona can sponsor charter schools: 
( l) the State Board for Charter Schoo is, (2) the State 
Board of Education or (3) a local school district. 
Schools sponsored by one of the state boards are 
treated as a school district in regard to funding, that is, 
funds flow from the state to the charter scbool. The 
amount of money these schools receive is i:iased on the 
same formula as regular schools. for example, 
foundation level plus additional amounts for K-3, 
special education and small schools. Charter schools 
sponsored by districts receive ;,:nding through the 
district. Each district charter scnool negotiates with its 
sponsor the amount of additional local money it may 
receive. 

Arizona allocates $1 million per year for charter school 
· start-up costs (grants up to $100,000 per year over two 

years) above the federal start-up funding available. In 
addition, in 1997, Arizona enacted legislation that 
provides about $4 million per year for charter school 
capital expenditures ($146 per K-8 pupil and $219 per 
high school pupil). 

California 

All California charter schools must be sponsored by a 
school district. Charter schools are entitled to an 

. amount equal to what they would receive as a regular 
school within that district State funds flow to the 
county treasurer to the school district to the charter 
school. Sponsoring districts are allowed to withhold a 
percentage of charter school funding to cover 
administrative expenses. The charter school and 
district ne!!·-· iate this amount. as well as any other 
additional :, ... rvices and/or funding the district may 
provide. 

California provides no state money for capital 
expenditures or start-up costs. Federal charter school 
start-up funding is distributed as loans, which are 
available only to new charter schools and have a limit 
of $50,000. 

Massachusetts 

All charter schools in Massachusetts are sponsored by 
the State Board of Education and are treated like 
school districts. Funding is based on enrollment. with 
charter schools receiving different amounts of funding 
per student based on where each student resides. The 
average per-pupil funding includes the state's 
foundation level plus adjustments for special 
characteristics of the district in which the student 
resides. For example, a charter school would receive 
more monev for students who live in high-poverty 
districts th~ it would for students from wealthier 
districts. (The school receives the lesser of the average 
cost per pupil of the student's home district or the 
chaner school district). The state sends the money 
directly to the charter school. 

For a period of three years, districts are reimbursed for 
enrollment losses when a student leaves a regular. 
school to attend a charter school. Districts that spend 
below the foundation level are reimbursed for l 00% of 
their projected loss of enrollment, while those 
spending above that level are reimbursed for a portion 
of their real losses. 
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Massachusetts does not allocate any state funding for 
charter school capita~ expenditures. It does, however, 
allocate $250,000 per year (grants averaging 
$8,000-$12,000 per y-•::ar, over a two-year period) for 
charter school start-upJ, in addition to federai start-up 
dollars that flow throtr.gh the state. Most of 
Massachusetts 1 charter funds are allocated to regular 
schools that convert to charter schools, rather than to 
new charter schools or to alleviating special education 
needs. 

Michigan 

Charter schools in Michigan may be sponsored either 
by a school district or a university. Funding flows from 
the state to the sponsor ( which keeps 3 % for 
administrative costs) to the charter school. Charter 
schools receive the same amount of state aid per pupil 
as district schools receive ( minus the 3 % ), but that 
amount may not exceed the statewide average. 

Michigan does not allocate anv state funds to charter 
schools for capital expenditur~s or start-up 
costs. Charter schools, however, are eligible for federal 
start-up money that flows through the state. These 
grants are unrestricted and generally range in size from 
$30,000-$40,000. 

State Support for Charter Schools 

As the above descriptions indicate. the four states use 
different approaches to fund charter schools. provide 
different levels of funding and focus funds in various 
areas. The major differences in the four states are 
summarized below: 

• Arizona is the only state that provides extra 
financial support for capital expenses and has a 
State Board for Chaner Schools. 

• Arizona and Massachusetts offer start-up funding, 
in addition to federal stan-up funds available, while 
California is the only state that uses federal start-up 
money as loans instead of grams. 

• Massachusetts is the only state of the four that 
reimburses districts for students that leave a regular 
district school to attend a charter school. 

• Michigan is the only state that caps the amount of 
state and local aid a charter school can receive. 

[n addition. just as with regular schools. the average 
state support per chaner school pupil varies 
considerably from state to state. table I (see next 

page) shows how much state funding is transferred to 
charter schools, what the state allocation is for the 
average charter school pupil how many students attend 
chatter schools in each of the four states and what 
other types of state funding are available to charter 
schools. 

3. SPENDING PATTERNS 

It is difficult to compare charter schools with one 
another because of differences in funding 
approaches, the levels and types of funding available, 
sponsoring agencies and other aspects of charter school 
finance. It is possible, however, to look at various 
charter schoois' budgets to see what types of revenues 
they receive, how they spend their money and what 
elements their budgets have in common. 

Tables 2 and 3 contain four charter school 
budgets. Table 2 illustrates total revenues and 
expenditures. along with per-pupil amounts for each 
school selected for review. Table 3 displays each 
school's revenues and expenditures, along with the 
percentage of these items in comparison to total 
operating expenses. 

The charter schools featured are located in urban, 
suburban and rural communities; range in enrollment 
from 225 to 1.120 srudents; allocate their resources 
differently based on their charters and education 
philosophy; and are entering their third year of 
operation. A brief profile of each school is provided 
below. 

School A 
• Urban charter school. 
• In operation for three years. 
• Receives funding directly from the state (no local 

sponsor required). 
• Managed by a private company. 
• 1,060 students. 
• 75 teachers. 
• The school is reimbursing the private company that 

runs it for a substantial up-front investment; it also 
pays the company to manage the school. 

• The school leases its building from the state and 
took out a $12 million loan. which it is repaying to 
a private lender, to renovate the building. 

• Nonconversion charter school. 
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Table l 
STATE FINANCIAL SUPPORT FOR CHARTER SCHOOLS 

Arizona California Massachusetts Michigan 

Actual state funds translerrud to chaner schools I $69.7 milllion $138.7 million $34.7million $6B.7 million 

in FY97 

Projected state funds for chLJter schools in FY98 I $95.4 million NIA S43million $878million 

Total number ot students att&nding charter 21,000 42,332 5,465 12,500 

schools in FY97 

Projected number of stuaents attending charter I 23,0001 NIAi 6,700 15,500 

schools in FY98 

Average state support per charter school pupil in $3,319 $3.276 $6,349 $5,500 

FY97 

Average projected state support per charter $4,146 NIA $6,418 $5,662 

school pupil in FY98 

Projected capital funding for charter schools in $4million so $0 $0 

FY98 

Reimbursements to districts losing students to I $0 $01 S30.6 million I $0 

charter schools in FY97 I 
Additional slate support spec1lically for charter 

I 
$1 million! $0 $250,000 $0 

school start-up/early implementation 

School B 
• Rural charter school. 
• In operation for three years. 
• Sponsored by a school district. 
• State funding flows through the district, with the 

district forwarding funds to the school. The district 
withholds 3% of the funding to cover overhead 
expenses associated with sponsoring the charter 
school. 

• 225 students. 
• 14 teachers (nine full-time. five part-time). 
• One administrator. 
• The district gave the school its building: .·'e school. 

however, leases land adjacent to the schooi from the 
district. 

• Conversion charter school. 

School C 
• Rural charter school. 
• In operation for three years. 

• Sponsored by a university . 
• 400 students. 
• 18 teachers; 17 aides. 
• Two administrators. 

· • Leases its building from a private entity; 
incorporated renovations to school 'into the lease. 

• Nonconversion charter school. 

School D 
• Suburban charter school. 
• In operation for three years. 
• Sponsored by the State Board for Charter Schools. 
• l,120students. 
• 50 teachers. 
• Owns building; payments are reflected in capital 

debt-service line item~ has borrowed from private 
lenders to pay for capital expenses and receives 
capital funding from the state . 

• Nonconversion charter school. 
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Table2 
TOT AL REVENUE AND EXPENSES. 1996-97 

SchOOl A SchootB SchoolC Sehoo!O 

STUDENTS(FTE) 
1,060 22.5 400 1,120 

Total Per Pupil Total Per Pupil Total Per Pupil Total PerPupil 
REVENUE 

State/Local $8226.470 $7,761 $921,354 S4,oes! $2.405,000 $6,013 $4,438,438 $3,963 
Federal 528,613 499 575 3 40,000 100 0 0 
Private 60.000 ST 0 0 30,000 75 0 Q 
Fees 81,000 76 0 0 0 0 0 Q 
Loans 0 0 0 ol 0 0 0 0 
Other 0 0 54,578 243 50,000 125 0 0 

TOTAL REVENUE $8,896.083 S8.393 $976.507 $4,3401 $2.525.000 $6,313 $4,438.438 $3,963 

exPENSES I I 
Operating Expenses I I 

Salaries I 
Administrators/ I I 

S60,0001 
I $2681 Suoervisors S700.590i S661\ $2671 S107,000 $363,888 $325 

Teachers 2,672,584! 2,521 428,8571 1,9061 609,300 1,523 1,371,384 1.224 
Aides I 

3471 54,435 136 0 232,0491 219 78,154 0 
Other Staff' I 1,274,1531 1,202 72,143 3211 69,000 173 148,167 132 

Total Salaries I 
4.879,3761 4,603 639,154 2.8411 839,735 2,099 1,883,439 1,682 

Benefits ··-ol al 110,528 491j 285.241 713 336,515 300 
Purchaseo Services .. 723.2871 682 0 ol 246,340 616 1,256,431 1,122 

Supplies/Equipment 

1,025.6261 9681 
' 2221 (Including technology) 50,034 418,000 1,045 345,904 309 

I 385.oool 363j I Facility 19,015 85 200.0001 500 0 0 

Operanont Maintenance I 392.7491 37,1 147,4961 6561 270,000 6751 140,100 125 I 

Professional Develocment ! 41.5001 39j 3,035! 13i 24.oooi 60 0 0 

Loan Reoayment I 372.1321 35,j ol oj I 901 al 36.0001 0 
Other ... I oi ol 0 ol 184,6001 462 10.000 9 

TOTAL OPERATING I 
$7,819.6701 S7.3771 5969.2621 S4,3081 S2,503.9161 56,260! EXPENSES I 53,972,389 $3,547 

Capital Debt Service I 51.070.303 l s1.010I ol Expenses 0 0 0 $450,000 $402 

TOTAL EXPENSES I ' S4,3oai S2.503.916 56.260 S4.422.389 $3,949 $8.889.9731 S8,3871 S969,262 

Beginning Balance l 01 01 
$145.3461 $6461 $25.0001 $631 0 0 

(Carryover) 
' 

Surolus/(Deficitl I S6.1101 ssl S152.591 j $678 I 546.084 s11si $16,049 $14 

·substitute teacners ano/or staff that worK in school but not as instructors 
··Management. transportation. consulting, oversight tees/services 
•-Recruitment. marketing, and/or "miscellaneous' expenses 
.... Benefits tor School A are included in the saIaries 
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Table3 
TOT AL REVENUE AND EXPENSES BY PERCENT AGE, 1996-97 

School A School B School C SchoctO 

1,060 225 400 1,120 
STUDENTS (FTE) 

1 
% of Total %of Total %of Total % olTotal 

Total I (Rounded) Total (Rounde<:I) Total (Rounded) Total {ROllnded) 

REVENUE 
State/Local $8,226.470 I 92 $921 ,354 94 $2,405 ,000 95 $4,438 ,438 100 

Federal 526 ,613! 61 575 0 40 .000 2 0 0 

Private so.oooj 1 0 .0 30,000 1 0 0 

Fees 
I 

81,0001 1 0 0 0 0 0 0 

Loans ol 0 ·O al 0 0 0 0 

Other ol 0 54,578 sl 50 ,000 2 0 0 

TOTAL REVENUE $8,896 ,083 100% $976 .507 100% $2.525.000 100% $4,438.438 100% 

EXPENSES I I I I 
Operating Expenses 1. I 

Salaries I I I I 
Administrators/ 

$700,5901 Supervisors - 9 $60,000 6 $107,000 4 $363,888 9 

Teachers 2,672.584! 341 428,857 44 609 ,300 24 1,371 ,384 35 

Aides 232,0491 3 78,154 al 54,4351 21 0 0 

Other Staff• 1,274,1531 16 72,143 11 69,000 3 148,167 4 

Total Salaries 4,879 ,3761 62 639 ,154 66 839,735 34 1,883,439 47 

Benefits ·-o 0 110,528 11 285 ,241 11 336,515 8 

Purchased Services•• 723,287 9 0 0 246,340 10 1,256,431 32 

Supplies/Equipment 
(Including technology) 1,025.626 13 50,034 5 418,000 17 345,904 9 

I 
Facility 3B5,0001 5 19,015 2 200,000 8 0 0 

Operanon/Maintenance 392 ,7491 51 147.496 ,5j 210 .oooi , , I 140.1001 4 

Professional I , I al 24 .0001 Development 41,5001 3 ,035 1 0 0 

Loan Repayment 372 .1321 5 0 0 36.00oj 1 0 0 

Other•·• ol. 0 0 ol 184,6001 7j 10,000 0 

TOTAL OPERATING 
·$7 .819.670 I 100%1 EXPENSES 100% S969,262 100% S2.503,916 $3,972.389 100% 

•substitute teacners and/or staff that work in school tmt not as instructors 

'"Management . transportation, consulting , overs ight fees/services 
•••Recruitment, manceting, and/or 'miscellaneous" expenses. If the percent is O. then percent is less than 1% . 

.... Benefits for School A are included in the salaries 
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Key Findings from Budgets 
and Interviews 

The following bullets summarize the primary aspects 
of charter school financing approaches in the four 
states, including revenues received; expenditures for 
start~up costs, facilities, and staff salaries/benefits; 
resource allocation; and financial reserves. 

Revenues 
• State and locat revenues represent the largest 

percentage of funding for the charter schools 
examined. ranging from 92% for School A to I 00% 
for School D. 

• Three of the four charter schools examined receive 
some federal categorical funding ( e.g., Title 
I). Some receive a very small amount (e.g., School 
B receives $3 per pupil), while others receive a 
more substantial amount (e.g., School A receives 
$499 per pupil). The one school that does not 
receive federal dollars (School D) chose not to 
apply. 

• Two of the four charter schools examined receive 
private funding in the form of grants and/or 
donations. These funds are used for a variety of 
purposes, including building renovations, 
equipment and program development or 
improvement. 

Start-Up Costs 
• Charter schools often need to take out loans for 

operating and/or start-up expenses. School A, for 
example, is spending more than $350 per student to 
repay a loan it borrowed from the private company 
that manages the school. 

• Most of the charter schools had initial cash-flow 
problems because they did not receive any state or 
local money until the school year began. Since 
some districts disburse funds on a quarterly basis, a 
charter school might not receive a payment until 
three months into the school year. Many founders 
borrowed money or used their own personal money 
to get through this period. Some were fortunate to 
receive private donations or some federal and/or 
state start-up suppon:. For schools that had to 
purchase. lease or renovate a building, however. the 
state and/or federal start-up funds were not 
substantial enough to meet their needs. For 
example, School D received $17,000 in start-up 
funding from the state. but spent more than 
$150,000 on renovations and other start-up 
expenses (infonnation obtained in personal 
interviews and not found.i-n tables). 

• The schools that received federal charter school. 
start-up funding used these funds for facilities (e.g.,. 
purchasing, capital improvements) or general 
operating costs ( e.g., rent, recruiting, salaries., 
professional development, liability insurance). 
Charter schools converted from regular schools 
tended to use start-up money for general operating 
expenses. Nonconversion schools were more likely 
to use start-up money for facilities expenses. 

• It can be difficult for a charter school t.o access 
and/or receive federal categorical funds (e.g.,. Title ti during its first year. Federal categorical funding 
is allocated to schools based on prior year 
enrollment of eligible children, therefore excluding 
first-year charter schools from federal support. To \ 
provide charter schools with access to these funds 
during the first year. some states have made an \ 
exception for charter schools ( e.g., Massachusetts) \, 
by allowing them to qualify for federal categorical 
funds based on actual enrollment of eligible 
children during the first year. 

Facilities 
• Facility and capital expenditures are a substantial 

expense. School D has nothing budgeted for 
facilities. but is spending more than $400 per 
:.tu.dent to pay off capital debt (money borrowed to 
purchase a facility). School A is paying $363 per 
student for rent, plus over $1,000 per student to pay 
off monev it borrowed to renovate the facility. 

• The maj~rity of the state, technical assistance and 
sponsor interviewees (but not the charter school 
operators) said that if extra funding were available 
for charter schools, it would be spent to renovate or 
build facilities. Charter school operators did express 
frustration over painful experiences to obtain and 
renovate their facilities. But, because the surveyed 
schools already had addressed many facility issues, 
interviewees said thev would use additional money 
to improve curriculu~ and instruction (e.g., reduce 
class size. math/reading enrichment. professional 
development, materials/resources, technology, 
paraprofessionals). 

• Most of the charter schools examined lease their 
facilities. The conversion schools. however, receive 
their buildings from their district for free. 

• Onlv one of the four sponsors provided capital 
fundimt to a charter school. This district passed a 
bond r;ferendum and gave the charter school 
$500.000 for facility enhancement. 

• Charter schools that lease their facilities often are 
able to build capital improvements into their lease 
("leasehold improvements"). Other charter schools 
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may use federal or state start-up money for this 
purpose if the renovations are minimal, or, more 
likely, they will borrow money from a private 
lender. Borrowing 1:::-om a private lender, however, 
can be difficult, espt~cially for a new school with no 
fiscal track record. 

• Arizona is the only state examined that provides 
funding for charter school capital expenditures. 

Salaries/Benefits 
• School A spends a much higher portion of its 

operating budget on "other staff' ( 16%) than the 
other four schools. This is due primarily to an 
after-school program the school runs. 

• The four charter schools spend a lower percentage 
of their total operating budgets on salaries and 
benefits than one would find in an average school 
or district. The average school district spends 
between 80-85% of its total operating budget on 
salaries and benefits. The four charter schools 
studied spend between 45-77% of their operating 
budgets on salaries and benefits (School A: 62%; 
School B: 77%: School C: 45%; School D: 56%). 

• Schools B, C and D spend similar percentages of 
their total budgets for benefits ( 11 %, 11 % and 8%. 
respectively). (School A lumps salaries and benefits 
together, making it impossible to determine a 
percentage for each.) 

• The average teacher salary (determined by dividing 
the number of teachers per school into the total 
salary amount) is as follows: 

• - School A= $35,634 (this figure also includes 
benefits) 

• School B = S30,632 (includes nine full-time and 
five part-time teachers) 

• - School C = $33.850 
• - School D = $27,428 

Reallocation of Resources 
• Charter schools are able to reallocate resources 

much more easily than a typical school or district. 
because most charter schools control their budgets. 
tend to be small and have many rules and · 
regulations waived that often drive school and 
district budget decisions. For example. School C 
spends less on salaries and benefits and invests 
more in technology (equipment and supplies) (more 
than $1,000 per student or 17% of its operating 
budget). 

• One charter school spends a larger portion of its 
budget on "purchased services'' than others. School 
D spends more than $1.000 per pupil on such 
services. using these resources to hire contract 

employees or vendors (e.g., special education, 
physical education, social worker, custodial, 
transportation) instead of paying for full-time staff 
members and/or using district services. 

Reserves 
• All charter school operators talked about the need 

to build up reserves from year to year to alleviate 
cash-flow problems and to be prepared for 
emergencies ( e.g., facility problems, carryover 
money for training during the summer). School B 

. has built up a large carryover of nearly $650 per 
student, most of which is committed for future 
capital needs. 

4. KEY ISSUES FOR POLICYMAKERS 

Start-Up Costs and Facilities 

As more charter schools open in each state, the amount 
of money available for each charter school may be 
inadequate to get the school up and running. Already, 
most of the charter school operators said the amount of 
federal and/or state funding they received for start-up 
costs was insufficient to meet their needs. In addition, 
some foundation officials have said they do not have 
the capacity to support all charter schools that need 
start-up funding . 

Charter schools need start-up funding to cover a 
variety of general operating and planning expenses 
· ( e.g., supplies. materials, recruiting, professional 
development. legal support to draft the charter 
contract, etc .). as well as ongoing resources to renovate 
and/or purchase facilities. In order to help charter · 
schools open and succeed. policymakers will need to 
i~vestigate crearive ways of supporting charter schools' 
start-up needs. 

Some possible approaches include: 

• Allocating state funds for this purpose 
• Creating incentives for private lenders to work with 

charter schools 
• Encouraging districts and city administrators to give 

charter schools access to public buildings that are in 
use 

• Providing incentives for private organizations to 
donate land and/or buildings for charter schools 

• Developing a state revolving loan fund for charter 
schools. · 
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Funding Inconsistencies 

Differences exist in the ways charter schools are 
funded across states. Even within a given state, 
inconsistencies are found from one charter school to 
another. These differences are the topic of much 
political debate and are important for policymakers to 
understand. Some of the differences and 
inconsistencies in charter school funding center around 
the following issues: 

• Conversion and nonconversion charter schools: All 
four of the states allow pre-existing schools to 
convert to charter schools. These conversion 
schools typically remain in the facility they were 
housed in before and pay little, if any, rent to the 
district. Schools that opened as a charter school 
(nonconversion charter schools) rarely receive 
buildings from sponsoring districts and usually 
must lease a faciHty. Nonconversion schools, 
therefore, generally have much higher start-up costs 
than conversion schools. 

• Sponsorship: Some states only have 
district-sponsored charter schools (e.g., California), 
while others have only state-sponsored schools 
(e.g., Massachusetts). Some states allow charter 
schools to be sponsored by other local entities, such 
as a university (e.g., Michigan}, while others allow 
for multiple types of sponsorship ( e.g., Arizona has 
district- and state-sponsored schools). These 
varying sponsorship arrangements raise additional 
issues, including: 
11 District-sponsored charter schools may receive 

additional local support (e.g., local tax levies), 
while nondistrict-sponsored charter schools 
rarely receive additional local funding. Whether 
or not district-sponsored charter schools receive 
these local revenues typicaily is decided on a 
district-by-district basis and/or is negotiated 
between the school and the district. 

• State-sponsored charter schools (and those 
sponsored by districts in some states) may be 
treared like a 

school district and. therefore. may qualify for 
special school .district funding (e.g., small•school 
funding 

adjustments) that a university or 
district-sponsored charter school would not receive. 

• Funding adjustmems by grade lei 1el: State funding 
formulas typically provide additional per-pupil 
allocarions based on srudents' grade level (e.g., K-8 
students are funded at less mo'ney per pupil than 
students in grades 9-12). Some states and/or 

,. 

districts base the funding charter schools receive on 
this type of fonnula., white others do not For 
example, one California district adjusts the funding 
it allocates to charter schools, while another 
California district does not - all students receive 
the same amount regardless of grade level. In 
Massachusetts, all charter school students receive 
an average amount per pupil with no adjustments 
for grade level. This means that charter schools may 
be receiving more or less per pupil than their 
regular school counterparts based on the approach a 
district or state chooses to fund charter schools. 

• Cash reserves: States and districts should consider 
policies that allow charter schools to build up cash 
reserves. These reserves keep charter schools afloat 
during gaps in district and state payments (e.g .• 
during the summer and early fall before the first 
state or local payment arrives). Additionally, such 
reserves heip charters plan for future needs, such as 
technolosry or capital renovations. and provide a 
cushion in the event of an emergency. 

5. CONCLUSION/IDEAS 
FOR FURTHER RESEARCH 

This limited look at charter school finance policies. 
activities and issues in four states may serve as a 
foundation upon which to base further research on the 
topic. Such research might involve: 

• Conducting a more in-depth look at the funding 
. policiesiprocedures in each of the states that have 
charter schools. 

• Analvzimz charter school revenues and expenditures 
in m~itiple states and choosing charter schools that 
are funded in various ways in order to gain various 
perspectives and information. 

• Analvzing large and smail school district revenues 
and ~xpe~ditu;es in the same states to identify 
common elements and differences across charter 
school and school and district budgets. (Note: 
Charter schools funded directly by the state may be 
compared to smaH school districts; it may be more 
difficult. however, to compare budgets from 
district-sponsored charter schools to regular schools 
because rnanv districts are unable to break out 
revenues and expenditures on a school~by-school 
basis.) 

Additional research in these areas would help • 
policymakers make more informed decisions about the 
most appropriate policies regarding charter school 
financinl!. This information also would provide an 
opponu;icy to learn how charter schools operate 
differently than regular schools and if any of these 
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lessons could help improve the regular school system 
finance policies. Furthennore , research might surface 
any district practices that help chaner schools succeed. 
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