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Introduction

year charters from the Massachusetts Board of 
Elementary and Secondary Education (BESE) and 
are not part of traditional local school districts.  
Charters often organize around a core mission, 
curriculum, or teaching method. They are free 

bargaining agreements, and they control their 
own budget and hire teachers and staff separately 
from the local school district.  

State law recognizes two types of charter schools: 
Commonwealth charter schools and Horace Mann 
charter schools. Commonwealth charters require 

local teachers’ union. Horace Mann employees 
also remain members of the local unions and 

employees of Commonwealth charter schools are 

While charter schools – and particularly 
Commonwealth charters – enjoy more freedom 
than traditional public schools, they also face 
additional accountability in two ways. First, 
schools must attract and retain students, and 
second, charter schools must demonstrate good 

charter denied.  

merits, procedures, and results continue, despite 

than traditional public schools. For example, a 

city’s traditional or Pilot schools in both reading 
and math across both middle schools and high 
schools.1  

impact of charters on other local public schools.  
Opponents of charter schools often argue that 
charter schools drain resources from local district 
schools, and by implication hurt the students in 
those schools. For example, in September 2009 

senators to complain that lifting the cap on charter 

from students.2  

around a fundamental question – should spending 

district that loses students to charter schools while 

funding for students it no longer educates.  

much less attention than the students who switch 
from district schools to charter schools.  In theory, 

students do not generate the same hue and cry. It 

require the state to pay for a student’s education 
at both the new and old districts, yet those are 
precisely the proposals that reappear in the debate 

The actual impact of charter schools on local 
districts is complex and is determined by the 

reimbursement rates and the state’s share of the 

factors. This paper explains the charter funding 
system and analyzes data on charter school 
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funding to compare charter schools to the districts 

a better understanding of the funding mechanism 

arguments about the impact of charter schools.

I. Charter Schools and Their 
Students

Mann charter schools in Massachusetts.3

waiting lists to attend charters – clearly there 
is unmet demand from parents. To put these 

charter public schools around the state, along 

up only about 2% of total school enrollment 
in Massachusetts, or 2.5% of public school 
enrollment.5 

Charter schools exist throughout the state, but 

urban settings while there are only 5 rural charters.  

are home to Commonwealth charter schools that 
enroll roughly 9,000 students, or approximately 

districts in these three cities enroll only 12% of 
the state’s students.  Boston alone sent more than 

While state law recognizes two types of 
charter schools, the majority of charters are 
Commonwealth charters, and almost 90% of 
students at charter schools attend Commonwealth 

small; maximum enrollment is less than 300 at 19 
charter schools and it is greater than 1,000 at only 

Figure 2 shows the number of charter schools and 
enrollment at charters, along with the growth in 
enrollment. Both the number of schools and total 

more than doubled from 
 Since 

2005 enrollment growth has 
declined each year, but during 
the decade, charter school 

year while total enrollment in 

in Massachusetts declined 

The growth in enrollment 
at charter schools has 
contributed to the dispute 
about their funding 
mechanism; as more students 
attended charters, more 

Figure 1: Approximate Enrollment in Massachusetts Schools, 2007-08
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From FY2000 to FY2009, total tuition payments 
increased by more than 220%, or 12% per year.  
This increase was caused by both the increase in 
enrollment and an increase in tuition per student 

The tuition payments to charter schools are paid 
in part by the state and in part by local districts.  
Figure 3 shows that while total tuition payments 

million.  Because the increase in enrollment and 
tuition outpaced the growth in state payments, the 
state’s share of the total tuition bill fell from 39% 
to 29%.  

II. Charter School Funding
Charter schools are not funded in the same way as 

the formula for calculating state aid and required 
local spending in all school districts, while 

charter school tuition and how the tuition is 
shared between the local district and the state.  

The funding mechanism is simple in theory – 

much as practicable, the actual per pupil spending 
amount that would be expended in the district if 

 In 
other words, when a student attends a charter, 
the student’s home district pays tuition that is 

Figure 2: Charter Schools, Enrollment, and Enrollment Growth Rates, FY00 – FY09
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district spends per pupil.  In practice the calculation 
is complex, as will be discussed below.  

tuition, while the state also pays for a portion.  
The state share has two central components: a 

and a full but temporary subsidy for growth in 
tuition or tuition for certain types of students such 

school. 

impact of charter schools on sending districts.  To 

A. Chapter 70: Foundation Budget

The foundation budget is the minimum adequate 

on per pupil amounts in 11 functional areas such 
as administration, teaching, guidance, etc., along 

9 The foundation 

Figure 3: State and Local Share of Tuition Payments to Commonwealth Charter Schools, FY2000 - FY2009
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B. Chapter 70: Net School Spending

districts must spend each year. It includes state 
aid, local appropriations, and special education 

might seem redundant, as both deal with minimum 

budget was initially a goal and not a requirement.  
In the early 1990s many districts had required net 
school spending that was less than the foundation 

The calculation of required net school spending 
depends on the foundation budget and also on 

the formula reduced net school spending if 

municipalities’ wealth and income.  

many districts spend more for two reasons. First, 
some municipalities choose to contribute more 
to districts than the state requires, so that actual 
net school spending is greater than required 

net school spending statewide of $9.1 billion, 

budgeted actual net school spending was 15% 
higher, at $10.5 billion or $11,100 per student.  

The second reason that actual spending may 
be higher than net school spending is that, as 

include spending from grants, tuition, school 

higher than net school spending. 

Figure 4: State Aid and Local Spending, 1993 to 2009
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C. Chapter 70: State Aid

State aid depends on a complex formula that 
incorporates many factors, and the formula often 
changes from year to year. The FY09 formula 

10  

district’s foundation budget and its required 

foundation budget.  

additional aid to districts if the local 
contributions from member municipalities 

their wealth and income

to any district whose foundation budget has 
increased

Of the four categories of aid, foundation aid is by 

billion out of $3.9 billion in total aid in FY09.  

the other types of aid also affect the interaction 
between charter schools and sending districts.  

Foundation down payment aid and growth aid 
both depend on the percentage of a district’s 

a target aid percentage based on municipalities’ 

communities with greater need. These target 

wealth and income.  

D. Charter School Tuition

When a student attends a charter school, the 
student’s home district must pay tuition to the 

on the student had he or she stayed in the sending 

the district’s net school spending per pupil, with 
some adjustments.11 The adjustments include:

special education placements 

this amount)

elementary, middle, or high school 

pupil in FY09) 

and retired teachers’ health insurance costs) is that 
charter schools do not face these expenses. These 

net school spending that is not counted towards 
charter school tuition.  

foundation budget for different groups of students 
that are meant to account for the higher costs 
of educating some students. For example, the 
foundation budget is approximately 5% higher for 
elementary students than it is for middle school 
students, and an additional 15% higher for high 
school students. 

The last factor, the facilities payment, is included 
because districts’ net school spending does not 
include the cost of building schools. In regular 
school districts, the local municipalities pay for 
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Charter schools are ineligible for School Building 

lease space. The state pays the facilities portion 
of tuition, although in most cases this payment is 

schools spend on facilities.

more than 10 students to charter schools, tuition 

$21,000 in Cambridge. The primary reason tuition 

factor contributing to the differences in tuition is 
the adjustment for different populations by grade, 

E. Charter School Tuition Reimbursement

pupil net school spending in the district. The 
tuition calculation ensures that money follows 

reasons.

able to reduce the number of teachers, principals, 
administrators, or staff, and maintenance and 

appears reasonable on the surface and could hold 

often ignore its implications. If a decrease in 
enrollment does not reduce costs at all, then an 

increase in enrollment should not increase costs.  

district, this implies that the same costs should 
not increase when new students join a district and 
the district may not need additional state aid.  

state when a sending district’s tuition payments 
increase. The reimbursement is sometimes 

the formula reimburses districts for 100% of the 

12  

The reimbursement is based on the increase in 
tuition, not on the entire amount of tuition. Total 
tuition payments increase if enrollment increases 
or if a sending district increases spending per 
pupil (because tuition is based on the district’s 

the same number of students to a charter school, 
tuition payments generally increase slightly each 
year.  

The reimbursement formula is slightly different 
for students who enroll at a charter after being 

prior year. In these cases, the state pays 100% 

tuition) and 0% after that. The formula is also 
different for students who enroll in a charter 
school to join a sibling, if their enrollment pushes 

9% of net school spending. In this case, the state 
assumes the full cost of tuition.   

The reimbursement can be illustrated with a 
numerical example.13

year simulation of how reimbursement changes 

charter school opening. Initially tuition is $10,000 
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per student, and then it increases slightly in the 

students to the charter school, in year 2, the 100% 
reimbursement formula shifts the burden away 

fewer students in local schools but there is no net 
cost to the district.  

of any additional increase in tuition as well as 

off, reimbursements drop and the district assumes 

students and tuition both drop, but the district still 

prior years.

Because the reimbursement is temporary and 

shift towards the district as enrollment and tuition 
payments stabilize. This explains the pattern of 
state reimbursements seen initially in Figure 
3, which showed the state share of total tuition 
falling from 39% to 29% since 2000. Charter 
enrollment grew by 30% per year in the late 1990s 
before slowing to 10% from 2000 to 2005, and the 

Slower growth in enrollment generates slower 
growth in tuition and lower reimbursements.  

III. Theoretical Impact on Sending 
District of Charter Schools

formula temporarily reduces the burden on the 

funding focus on whether the reimbursement is 
large enough or lasts long enough, with some 
opponents of the funding mechanism going as 
far as to suggest that the state should pay the 
entire tuition at charter schools. What few people 

also reduce the net cost to sending districts. 

a student attending a charter school, it is useful 

and had not been attending school in the district.  
This could happen if a student switched from 

immediately enrolled in a charter, or if a young 

of these cases, the student counts as coming from 

attended school in the district, and the district 
must pay the tuition to the charter school. The 
explanation below begins with the assumption 

Reimbursement
Year Charter 

Students
Tuition per 

student
Tuition 100% Total

Tuition
% of Tuition 

Offset
1 0 0 0 0 0 0 0 0
2 10 10,000 100,000 100,000 0 0 100,000 0 100
3 12 10,000 120,000 20,000 0

12 125,000 5,000 12000
5 12 130,000 5,000 3000 12.3

12 11,250 135,000 5,000 3000 2000 10,000 125,000
12 5,000 3000 2000 10,000 130,000
10 12,000 120,000 0 3000 2000 5,000 115,000

Table 1: Example of Tuition Reimbursement Formula
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schooled.  

A. Newly Arrived Students

school choose to attend a charter school, the 
students’ home district is responsible for tuition.  
To some this may seem unreasonable – after all, 

school, and the district retains that responsibility 
if students attend a charter school.

school, but that would only be true if we ignore 

analyze, but unfortunately the impact of Chapter 

straightforward – it depends on what type of aid 

If a district is a foundation aid district, meaning 

the state already pays a large share of the cost of 

for the student twice. 

illustrate how foundation aid can change the 

assumes a hypothetical district begins with 1,000 
students, none of whom attend charter schools, 

immediately enrolls at a charter school. It also 
assumes a foundation budget of $10,000 per pupil 

net school spending equal to the foundation budget 
at $1 million, and that the district initially spends 

necessary net school spending leads to charter 
tuition of $11,000 per student.

In year 0 the student is in another district (or is 
too young to attend school) and does not show up 
in the district’s enrollment. In year 1 the student 
enrolls in the charter school and the district 
must pay $11,000 tuition, but the reimbursement 

budget and state aid do not increase during year 
1 because the foundation budget is based on 
enrollment during the prior year.   

foundation aid district, state aid increases by 
$10,000, meaning that the net cost to the district 

than it pays in tuition.  

Year Enroll. Foundation 
Budget

Charter 
Students

Tuition
Reimburse. Tuition

0 1,000 $1,000,000 0 $0 $0 $0
1 1,001 $1,000,000 1 $11,000 $11,000 $0
2 1,001 $1,010,000 1 $11,000
3 1,001 $1,010,000 1 $11,000

1,001 $1,010,000 1 $11,000 $0 $1,000
1,000 $1,010,000 0 $0 ($10,000)

Table 2: Illustration of Impact of Foundation Aid on District Costs
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the net cost to the sending district during these 
years is only $1,000. Of course if tuition were 
higher than $11,000 the net cost each year would 
be higher; if the district had been spending at 

would increase by $1,500 per year and the gap 
between the increase in state aid and the tuition 
cost would grow.  

the student attends the charter school. In fact, it 
would actually continue for one year after the 
student left because of the use of old enrollment 

table).  

is partially offset by the extra aid the district 

on the district.  

It is useful to compare the impact of a student 
attending a charter with the impact had the student 

simple; state aid would be the same in both cases 

the district would not get reimbursement. This 

the student enrolls in the charter school (from the 

tuition).  

if the student enrolls at a local school the district 

some additional but uncertain annual cost to 
educate the student. If most of the district’s costs 

student would be low and might be more than 
offset by state aid. If the marginal cost is high, the 
additional cost to educate the student in district 
would draw nearer to the cost of tuition. 

in enrollment, tuition, and the foundation budget, 
and growth in the required local contribution. 

bears the burden of charter school tuition.  In this 

tuition.  

If the district had not been a foundation aid district, 
state aid would offset a smaller but potentially 
still substantial portion of the tuition. The current 

while local municipalities should be responsible 

target aid percentage represents what the formula 
determines is the fair share of the foundation 

based on local wealth and income.  

the increase in foundation budget. In other words, 

of the increase in the foundation budget, which 

districts must absorb a larger portion of the cost 
of tuition.  

The net cost to the district also depends 
on whether total tuition grows and generates 
reimbursement. If enrollment at the charter school 
had been falling before the new student showed 
up, he or she would essentially replace a departing 
student.  In this case, tuition would not increase 

reimburses the district for the entire tuition 
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in Table 2, the only change would be that the 

years to $11,000 in one year.  

B. Students Already Living in the District

results are similar if the student had already been 
enrolled in a district school, but the interpretation 
may be different. 

Table 3 illustrates the impact of a transfer from a 
district school to a charter school for a foundation 

only difference is that this district begins with the 
student already counted in the foundation budget, 
meaning that the student generates the $10,000 in 
foundation aid before he or she attends the charter. 
When the student transfers, the district must pay 

the student enrolls at the charter, the district loses 

costs for the student, and the aid should follow 
the student. Essentially the difference between 

in this case the district had become accustomed to 
the extra $10,000.  

It may be helpful to compare the impact of the 
student enrolling at a charter school with the 
impact if a student transfers from a foundation 
aid district to another district or graduates from 

to pay tuition to district B, but it would lose state 
aid equal to the foundation budget.15 The tuition 
payment and the loss in foundation aid would 
probably not be the same amount – the tuition 

and directly attributable to the student while the 
loss in foundation aid when a student transfers or 
graduates is not.

objection, but a transfer to a charter school spawns 
louder complaints. When a student graduates 

generally do not protest the loss in funding and 
few people explicitly argue that the state should 

the student.

argument.  

foundation aid district. In that case, the district’s 
target aid share determines the net local cost.

points:

tuition, particularly for foundation aid 
districts

Year Enroll. Foundation 
Budget

Charter 
Students

Tuition
Reimburse. Tuition

0 1,000 $1,000,000 0 $0 $0 $0
1 1,001 $1,000,000 1 $11,000 $11,000 $0
2 1,001 $1,010,000 1 $11,000
3 1,001 $1,010,000 1 $11,000

1,001 $1,010,000 1 $11,000 $0 $1,000
1,000 $1,010,000 0 $0 ($10,000)

Table 3: Illustration of Impact of Foundation Aid on District Costs
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on two factors: whether the district is a 
foundation aid district, and how much more 
than foundation the district spends – higher 
spending districts will face a larger burden

charter school may be only slightly larger 

The remainder of this paper presents data on 

IV. Data Analysis

Education collects and publishes data on charter 

and spending, and the state aid calculations. This 

1) How do tuition payments compare to 
expenditures per pupil in sending districts?  
What explains the differences?

2) How does total spending per pupil in charter 
schools compare to spending per pupil in 
sending districts?

charters and sending districts?

spending affect the net cost of tuition 
payments to sending districts?

maintain consistency, most of the analysis uses 

education students, especially those with more 

spends less, part or all of the reason may be that 

differently, the higher special education costs in 
a regular district may mean that the district has 

students than a charter school that spends a 

the regular district.  

district’s spending would seem to allow a better 
comparison between charter schools and district 

within the district, while others tuition out more 

special education expenses in the total spending 

A. Tuition vs. Spending Per Pupil in 
Sending Districts

practicable, the actual per pupil spending amount 
that would be expended in the district if the 

a comparison of tuition with spending per pupil 
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Because charter schools often draw students from 

student and district B spends $20,000. The 

it would probably be more accurate to say that 

based on enrollment.  

for districts that sent more than 25 FTE students 
to charter schools.  The dotted line shows the 
combinations where spending would be equal 

pupil in its sending districts; only one charter is 

than spending in the sending districts. First, the 
tuition formula is based on an adjusted net school 
spending. The adjustments exclude spending on 
expenses that the charter does not face, such as 

special education students, although as discussed 

district special education programs.  

Figure 5: Spending Per Pupil vs. Average Tuition, FY08
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spending itself excludes spending from grants 

district schools, because charter schools also 

grants, or $1,100 per pupil – slightly less than the 

at charter schools contributes another $250 per 
pupil at charter schools, bringing the total of extra 

Charter school tuition payments may also be less 

the student population at charter schools – i.e. 
if charters educate fewer high school students, 

English language learners, the formula would 

shows, the 50 charter schools for which data was 

groups than are present in sending districts.    

We can use the foundation budget formula to 
estimate how much each of these demographic 
differences contributes to the gap between tuition 

or $1,100 for high school students compared to 

with the same characteristics as their sending 

been about $900 higher.  

the large difference between tuition and total 
expenditures: (1) the tuition calculation does not 

and other sources, and (2) the tuition payment is 
adjusted downwards because the population that 

students than the sending districts. Of course, 
while tuition is less than total spending in sending 
districts, a more interesting comparison might be 
between total spending in charters and sending 
districts.

B. Total Expenditures Per Pupil, Charter 
Schools and Sending Districts

Total spending in charters and sending districts 
may be closer than the large gap between tuition 

Expenditures % of total
100%
11%

Table 4: FY08 Spending from Grants and Revolving Funds

% High School
Charter Schools

11%
Charters with lower % than sending district (out of 50)

Table 5: Demographics of Students at Charter Schools and Sending Districts, FY08
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and expenditures. Total spending in charters 

tuition, grants, donations, etc.  

excludes spending on rents, leases, and capital 

pay for their facilities, meaning that total charter 

These expenses are about $500 per pupil higher 
than the facilities tuition payments from the 

operating expenses. Horace Mann charters spent 

often use district facilities, often at no charge, 

rather than renting from a third party.  

facilities expenses. For comparison, the sending 

more grants and because tuition is generally less 

spending per pupil at charter schools and each 
charter’s sending districts. Only six charters in 

Figure 6: Expenditures Per Pupil, Sending District vs. Charter Schools
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degree line are those that spend much less than 
their sending districts. This gap comes about if 

pupil in the sending districts, which can be caused 
by large adjustment to the tuition formula or large 

million spent on tuition for special education 
students and payments for retired teachers’ health 

to draw broad conclusions from these differences. 
In some cases, the difference can be explained 
by district expenses that charters do not face, 
such as health insurance for retired teachers, or 

when calculating tuition, or because the charters 

schools and their sending districts.  

C. Spending by Function

by function.

spending was by choice or necessity (e.g. if 

districts are able to spend less per pupil) is 
impossible to tell.

specialists and teachers. One of the reasons 
that charter schools spend less on teachers and 
specialists is that teacher salaries are lower in 

D. Chapter 70 Aid to Charter Schools

illustrated, the net impact of charter tuition on 
local districts depends on whether the district 

aid percentage (the share of increases in the 

foundation aid districts. These districts would 

for the student going to the charter, meaning that 
they face a much lower net cost.  

a student going to a charter school will generate 

foundation budget.  

Function State Totals Charter School

$909 $109
Classroom & Specialist Teachers

Table 6: Spending by Function, State Total vs. Charter Schools, FY08
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E. Net Local Cost

The combination of state aid and reimbursement 
reduce the net cost to districts of charter school 
tuition. The discussion below focuses on the net 

additional student enrolling in a charter school.

measures the amount of the tuition that is not 

feel that this is not an accurate measure of the 

district schools, regardless of whether the funding 
originally came from the state or a municipality. 
This is especially true if the student had already 
been enrolled in the district. With this important 

One scenario is that a student switches from a 

school, or if the sibling of a charter school student 
enrolls in the charter and pushes a district’s 

9% cap. For these students, the state pays the 

up in foundation aid districts, meaning that the 

(albeit one year after the student shows up). The 

tuition cost which is partially offset by state aid.  

The majority of new charter students are subject 

students came from foundation aid districts. 

sending students to charter schools). This means 
that for these districts the tuition payment is 

aid (although the state aid is delayed one year) 
– the gap between foundation budget and tuition 

gap may slightly understate the net cost to a 
sending district, depending on the characteristics 
of the students who enroll at the charter. Because 

and state aid will increase by a lesser amount 

Reimbursement for foundation aid districts 
depends on whether tuition was increasing and 

increasing in roughly half of the foundation aid 

additional foundation aid.19 In these districts, the 
reimbursement plus the foundation aid means 
that the districts probably face no net cost.  

In total, a student in a foundation aid district 
transferring to a charter school has roughly the 

graduates, the district’s operating costs fall by 
some indeterminate amount, but the state aid 

enrolls in a charter, the difference is that tuition 
rises by about $9,000 per student, but the district 
does not lose the state aid and it may get temporary 
reimbursement.

an additional student enrolling at a charter school 
is determined by the target aid percentage. The 

approximately $3,500 in state aid to partially 
offset the cost, before any reimbursement. This 
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(excluding the facilities portion) was $9,000.  

Example: Boston

We can use Boston as an example of how some of 

number going to the Boston Renaissance school. 

the state reimbursement for Boston. 

tuition payments. The reason that this number 

reimbursement payments were already dropping 

students it sent to charter schools. Boston was 
not a foundation aid district and had a target aid 
percentage of only 20% (near the state minimum 

tuition cost to the local district.  

leases and other capital facilities expenses that 
traditional schools do not face. Excluding these 

than charters for many reasons: special education 

student characteristics, etc. Each of these plays 
a part in Boston, although the size of the gap 

different charter schools. One additional factor 
that explains a large part of the gap in spending 
in Boston is the difference in teacher salaries: the 

V. Conclusion

districts often feel that losing students to charter 

a local district the district must pay tuition to the 
charter school.  

the opposition manifests as a call to raise 
reimbursement rates or to maintain or tighten 
caps on charter enrollment.  

While opposition to the charter school funding 

the state should limit the ability of a student’s 

Charter Students 255
Total Tuition ($ millions) $51.5
Tuition per pupil

$10
Reimbursement % of Tuition 19% 5.2%

Table 7: Data on Boston Charter School Finances, FY07 and FY08
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important difference is that when the student 
enrolls in a charter school the cost is easy to 

from the state.  

The burden of the tuition payment is shared 
by local districts and the state. The local share 
depends not only on the amount of tuition per 
pupil and the reimbursement formula, but also 

that spend more per pupil face higher tuition 
payments, and increases in tuition are partially 

aid can compensate for a large portion of the 
burden for some districts.

roughly equal to district spending per pupil, but 

in tuition and spend less per pupil than sending 

requirements. The tuition calculation excludes 

charter schools are constrained to spend less than 
their district counterparts.  

they also pay teachers less. On the other hand, 
charter schools also usually spend more to lease 

for other operating expenses. In total it appears 
that charter schools spend less on comparable 
students than sending districts, but the details 

Opponents of the current funding formula 

for a charter school. While this fundamental 

on a better understanding of how the funding 

the calculation of tuition, reimbursement, 
and state aid interact in ways that disguise the 
impact of growth in charter school enrollment. 
This paper was an attempt to explain the charter 
school funding mechanism and clarify the impact 
of charter schools on local districts.  

About the Author:

been an assistant professor of economics at Salem 
State College.

About Pioneer:

the Commonwealth by supporting scholarship 

Massachusetts public policy issues.

Endnotes

2009, The Boston Foundation.    



20

Pioneer Institute for Public Policy Research

doe.mass.edu/charter/factsheet.pdf. This paper 

special education students sent outside the local 
district.

enrollment based on the percentage of the year a 

charters. In FY03 the reimbursement payments 

partially funded.  

foundation budget calculation.

explanation.

html.

aid to wealthier districts that tend to spend more 
per pupil.

html

during the winter and spring of 2009, so the 
foundation budget was based on enrollment 

student who has left.  

charter schools were excluded because with 

school enrollment.  

interpret.  

because the increase in tuition might be less than 
the full tuition amount. For example, if tuition for 
the new student is $10,000 but tuition had been 
about to fall by $2,000, the new student would 
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