Testimony on S.B. 1552
Before the Senate Education Committee
Dr. Gordon Lafer, University of Oregon

February 17, 2022

Chair Dembrow and members of the Senate Education Committee:

Thank you for the opportunity to submit testimony on SB 1552. My name is
Gordon Lafer. | am a professor at the University of Oregon and a Fellow at the
National Education Policy Center. | have spent the past six years conducting
research on charter schools, and most recently produced a report specifically on
virtual charter schools — including a special focus on K12, Inc./Stride and
Connections Academy, the companies behind Oregon's virtual charter schools.
Based on this research, | was asked to serve as an expert advisor to the California
Department of Education’s Charter School Task Force. | am also an elected
member of the school board in the Eugene-4J school district.

| am writing in strong opposition to SB1552. Simply put, lifting the enroliment
cap on virtual charter schools is one of the worst and most damaging policy
decisions the Oregon legislature could make, and it will have a dramatic
detrimental effect on manythousands of students across the state.

There are three critical problems with SB 1552:

e First, virtual charter schools operated by private, for-profit corporations (as
Oregon’s are) are the single lowest-performing class of schools in the
country —including both charter and traditional public schools. Steering
more students tothese operators means degrading our quality of
education.

e Secondly, expanding charter school enroliment imposes steep fiscal costs
on public school districts. When students leave a public school district for
a charter,per-pupil funding leaves with them. But their home districts
don’t save that much money by serving fewer students, because they still
have to pay for many fixed costs — principals, secretaries, custodians,
cafeterias, busses, utilities and central district staff. Because these fixed costs
can't be cut, districts are forced toimpose cuts in the classroom — creating
more crowded classes, closing libraries,laying off nurses and counselors,
cutting drama and art and athletics and hands-on laboratory science and



more. National research shows that approximately 40% of school district
costs are “fixed” — meaning that if there is an increase of $10 million going
to charter schools, this in turn entails a net cut of $4 million for students in
traditional public schools. Because traditional public schools also educate
the hardest and most expensive to serve students — those who are
homeless, who face the most serious special needs, the lowest-income and
others -- this means the neediest students end up concentrated in
traditional publicschools that lack the resources to serve them.

e Finally, virtual charter schools are paid close to the same dollar-per-
student funding rate even though their cost structure is much lower. If
there was ever aposter child for government waste, it is throwing away
millions of dollars in taxpayer funds by paying virtual charters so far above
their costs.

These problems are explained in more detail below.

Virtual charter schools run by private, for-profit corporations are the single worst
performing group of K-12 schools in the country.

e Researchers have long found that the single lowest-performing categoryof
schools are charter schools operated by for-profit companies such asK12
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Inc. or Connections Academy.

e The most recent comprehensive national study (done at Stanford
University) found that virtual charter schools have an “overwhelmingly
negative impact” on student achievement. By attending virtual charters,
student /ost an average of 180 days of learning in math compared to
similar students attending traditional public schools, leading one analystto
conclude that “it is literally as if the kid did not go to school for an entire
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year.

e A 2019 study of virtual charters in Pennsylvania, also conducted by
Stanford, found that students in online charters lost the equivalent of 106
days in reading and 118 days in math compared with similar students in
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traditional public schools.

e In 2020, North Carolina listed both Connections Academy and K12 Inc.
among that state’s “continually low-performing schools,” and gave both

schools a grade of D.}

e The Georgia Board of Education voted in 2019 to end its relationship with



K12 Inc. after the company’s Georgia Cyber Academy failed to meet its
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academic targets for 12 consecutive years.

Indiana capped enrollment in its K12 Inc charter school and threatened to
close the school completely after it received an F grade for six years

running; Connections Academy did better — it raised its grade from F to D.°

Nevada's Charter School Authority voted to close a Connections Academy
elementary school after it received the state’s lowest academic ranting for
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three years running.

In 2017-20, Connections Academy or K12, Inc/Stride-run schools havebeen
closed, received failing grades, or targeted for intervention in

Massachusetts, lllinois, Oklahoma and Idaho.8

Is this because online charters educate different types of students?

No. All the above studies were done comparing demographically similar
types of students.

Students who transfer from traditional public schools to online charters suffer
significant educational deficits.

A peer-reviewed academic study published in March of 2020 examined
students who had been enrolled in traditional public schools and switched
to virtual charter schools. The authors report that, for both Reading and
Math, “the impact of attending a virtual charter on student achievement is

uniformly and profoundly negative."9

Online programs run by public school districts cost less and have better
educational performance.

A 2019 national study found that 56.7% of online schools operated by
school districts achieved acceptable state performance ratings, versus only
29.8% of online charters operated by for-profit companies like K12,
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Inc./Stride or Connections Academy.

Furthermore, because they don't spend money on added administrators,
marketing campaigns, or parent company profits, district-run online



schools are cheaper than those run by for-profit parent corporations. One
2018 survey of school administrators found that school districts were able
to offer a “fully-functioning cyber school option for their students” for

$5,000 per student less than what was being paid to online charters. "

Virtual charter schools exclude the neediest students.

» Virtual charters by their nature tend to exclude students whose English (or
that of their parents) is not good enough to study independently at
home;as well as students whose parents have to work and can't stay home
all day guiding their child’s learning. Virtual charters also typically enroll a
smaller percentage of students with special needs than do traditional
public schools — and even within this group their enrollment is tilted
toward students with more mild needs such as ADHD or dyslexia, rather
than those with more serious needs. When the most expensive-to-serve
students are concentrated in district-run schools, this creates added fiscal
shortfalls for public school districts.

The companies that operate Oregon'’s virtual charter schools have been found to
have falsified attendance and achievement records.

* In 2016, K12 Inc. was forced to return over $160 million in school funding
after the California Attorney General charged the company with artificially
inflating attendance rates and misleading parents with false advertising
about students’ academic progress, class size, parent satisfaction, and the
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quality of materials provided to students.

* In Pennsylvania’s K12, Inc. schools, teachers reported being “pressured to
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pass students who did little work.” = Teachers at K12, Inc’s schools in
California reported that attendance figures were nearly meaningless, as a
student logging on for one minute would be counted as a full day’s

14
attendance.

Per-pupil funding for virtual charter schools far exceeds their true operating costs
— making this industry attractive to Wall Street investors, but wasting millions of
Oregon taxpayer dollars.

» Per-pupil funding for traditional schools is based roughly on what it costs
to operate a brick-and-mortar school. But funding for online charters is



also based on the rough cost of operating a brick-and-mortar school, even
though its expenses are dramatically lower. This is what has led Wall Street
to treat online charters as a high-profit investment. Oregon taxpayers
should not be paying for Wall Street profits. Per-pupil funding should
reflect the actual cost of operating an online charter school.

In the unlikely event that someone is interested in even more detail on these
questions,my two most recent research reports are available online, and I'd be
happy to answer any questions about them. One documents how the
unregulated expansion of charter schools creates fiscal crises for public school
districts (https://www.inthepublicinterest.org/wp-

content/uploads/ITP| Breaking Point May2018FINAL.pdf) and the other shows the
poor educational performance, dramatic overpayment, and widespread
corruption of the virtual charter school industry
(https://www.inthepublicinterest.org/wp-

content/uploads/ITPI CostlyFailure Feb2021 FINAL.pdf).

Thank you again for the opportunity to testify.
Sincerely,

Prof. Gordon Lafer
University of Oregon
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