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Since the 1980s, public policy analysts and sociologists of education have
increasingly focused on differences in school performance between public
and private schools, but ignored the effect on public school student perfor-
mance of the wide variation among states in the size of the private school
sector. I demonstrate that public school students in states with large private
school sectors have improved educational outcomes. Contrary to assump-
tions underlying the school-choice movement, however, the improved perfor-
mance of public school students is not the result of increased organizational
efficiency, but instead is the product of increased resources provided to pub-
lic schools. The state thus takes an active role in protecting public sector
providers. Institutional forces of inertia are less salient predictors of organi-
zational behavior than are dynamic political processes and public school

resource dependency on state financial sources of support.

Since the 1980s, public policy analysts
and sociologists of education have in-
creasingly focused on contrasts between
schools in the public and private sectors. In
particular, researchers have debated the ef-
fects of a school’s environment—a competi-
tive or noncompetitive market—on its perfor-
mance, structure, and conduct. While focus-
ing on the comparison between private and
public school sectors, researchers have ig-
nored the effects of variations in the size of
the private school sector on performance of
the public schools. Thus, the implicit as-
sumption underlying existing research is that
variation of between 1 percent and 20 per-
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cent in the size of the state’s private school
sector has no appreciable impact on public
schools.

I demonstrate that private schools’ market
share has a significant impact on the perfor-
mance of public schools: In states with large
private school sectors, public school students
have improved educational outcomes, as
school-choice advocates predict. Contrary to
assumptions underlying the privatization
movement, though, improved public school
student performance is not the result of in-
creased organizational efficiency generated
to strengthen competitiveness in the market
for students. Rather, improved performance
in states with large private school sectors is
obtained by increasing resources provided to
public schools: The state takes an active role
in protecting the position of public sector
providers. Increased resources at the school
level, not organizational changes caused by
increased competition, affect student out-
comes.

LITERATURE REVIEW

Differences between public and private
schools in student achievement have been the
focus of sociological attention since the
1980s (Coleman, Hoffer, and Kilgore 1982;
Alexander and Pallas 1985; Chubb and Moe
1990). Researchers have focused on two main
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issues: the magnitude of school-level effects
on student performance, and identification of
the causal mechanisms producing these
school-level effects (e.g., educational re-
sources, peer influences, and organizational
structure). The insights of organizational
theory have often been applied to analyses of
these between-school differences.

School-Level Effects

Sociologists of education have focused on
school-level effects since the significance of
peers was highlighted in the work of Cole-
man et al. (1966). Although a consensus has
emerged as to the general existence of
school-level effects, debate continues con-
cerning the magnitude of their influence, re-
searchers’ ability to accurately measure these
effects, and the particular types of school-
level differences that predict school out-
comes (Jencks and Brown 1975). The effects
of peer influences have been most clearly ac-
cepted (Kerckhoff 1986).

Measures of school effects involving the
quantity or quality of resources have been
less consistent in predicting student out-
comes. Other indicators that have been ex-
amined include expenditures per student,
teachers’ salaries, and percentages of teach-
ers with advanced degrees. Analyses of the
influences of these measures, however, has
often been limited by the lack of controls for
variation among states. Because the costs of
operating a school, the cost of living, and the
educational attainment of the labor pool vary
by state, the meaning of these school-level
measures is ambiguous when one does analy-
sis on a national sample. School-level effects
are also mediated by within-school stratifi-
cation, such as curricular tracking, that pro-
vides unequal access to school resources and
structures peer interactions (Gamoran and
Mare 1989). Even with these methodologi-
cal problems, research has generally demon-
strated the influence of class size and stu-
dent/teacher ratio on student achievement in
a variety of educational settings (Robinson
1990).!

! Hanushek et al. (1994) recently drew atten-
tion to the counter-argument in a report on public
education that called for “budget-neutral reform,”
such as the imposition of “two-tier employment

Other research has focused on explaining
the difference in student achievement be-
tween public and private schools. The influ-
ential study by Coleman et al. (1982) docu-
mented a higher level of student achievement
(as measured by cognitive test scores) in pri-
vate schools relative to that in public schools,
even after controlling for many school selec-
tion and background characteristics. Al-
though their results were challenged by other
sociologists who included additional statisti-
cal controls in their models (Alexander and
Pallas 1985), their study nevertheless pointed
to student behavior and the disciplinary cli-
mate of the school—peer effects—as ac-
counting for “the greatest difference between
private and public schools” (Coleman et al.
1982:178). Other researchers have viewed
school-level effects largely as the product of
the internal organization of the school
(Chubb and Moe 1990).

Organizational Theory and
School-Level Effects

In the last decade, scholars have been in-
creasingly interested in whether institutional
and organizational factors can explain school
outcomes. Different organizational theories,
by focusing on different institutional pro-
cesses, offer contrasting predictions as to the
effect of the size of the private sector on stu-
dent performance in public schools.
Nonsignificant or negative effects of com-
petition from the private school sector on
public school performance would be pre-
dicted by many institutional approaches
(Meyer and Rowan [1977] 1983; Scott and
Meyer 1988; Chubb and Moe 1990). Meyer
and Rowan ([1977] 1983) have argued that a

contracts,” “fewer tenure guarantees,” and the use
of computers to “reduce the demand for school
personnel.” Hanushek’s arguments are based on
his earlier work (Hanushek 1989), which re-
viewed existing research and concluded that there
is no systematic relationship between school re-
sources and school performance. Hanushek’s
analysis was methodologically crude and his find-
ings were subsequently refuted by a more sophis-
ticated meta-analysis (Hedges, Laine, and Green-
wald 1994). Economists Card and Krueger (1992)
have also demonstrated that levels of school re-
sources are indeed systematically related to stu-
dent outcomes.
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direct relationship between organizational
behavior and efficiency does not necessarily
exist; rather institutional norms, values, and
behaviors resist small changes in the exter-
nal environment and do not respond to com-
petitive pressures. These theorists highlight
an institutional inertia that dampens effective
organizational adaptation to changing envi-
ronmental conditions.

School-choice advocates have appropri-
ated portions of this theoretical framework to
argue that public schools are by nature im-
pervious to reform efforts. Chubb and Moe
(1990) contended that public schools are
“highly bureaucratic and systematically lack-
ing in the requisites of effective perfor-
mance” because they are “governed by insti-
tutions of direct democratic control” (p. 67).

Institutional approaches, like those ad-
vanced by Scott and Meyer (1988) or Chubb
and Moe (1990), generally do not expect any
positive changes in public school perfor-
mance because of external environmental
changes, such as changes in the size of the
private school sector. Changes in private
schools’ market share thus should have little
effect on the norms, values, and practices of
the institution. In fact, institutional theorists
might predict a decline in public school out-
comes as the size of the private school sector
increases, because public schools would
probably be left with a student body of lower
socioeconomic origins and thus less benefi-
cial peer effects (also see Hirschman 1970).

Contrary to these pessimistic predictions,
positive effects of competition from the pri-
vate school sector have been found in empiri-
cal investigations of institutions of higher
education. Positive effects would also be pre-
dicted, though for different reasons, by other
sociological and economic perspectives on
organizations. Several studies have demon-
strated that institutions of higher education
are responsive to changes in competitive
pressures. Zajac and Kraatz (1993) proposed
a “diametric forces model” to explain the be-
havior of institutions of higher education that
are subjected to contradictory institutional
and environmental pressures. Competitive
market pressures have also been shown to
produce organizational changes in public
community colleges (Brint and Karabel
1989). Furthermore, a study of interstate
variation in public post-secondary enroll-

ments demonstrated a positive correlation
between the size of the private sector and tu-
ition rates at public two- and four-year col-
leges (Quigley and Rubinfeld 1993).

Positive effects of competitive pressures
would also be predicted from two mecha-
nisms highlighted in organizational theory:
efficiency and resource dependency. Effi-
ciency-based arguments have been promoted
by school-choice advocates who argue for
expanding the private school sector in order
to increase competitive market forces that
they believe will create greater organiza-
tional efficiency. Examining the school-
choice movement, Cookson (1994) noted
that supporters often look to the unfettering
of market forces as a panacea for problems
in the public schools. As an example of this
“market messiah” mentality, Cookson cited
the National Governors’ Conference 1986 re-
port Time for Results, which concluded that
“schools that compete for students, teachers
and dollars will, by virtue of their environ-
ment, make those changes that will allow
them to succeed” (Cookson 1994: 34).

The general success of private schools
relative to public schools has often been ex-
plained by this narrow interpretation of the
neoclassical economic model. Thus private
school supporters often attribute low public
school performance to an absence of “com-
petitive markets.” Thus, public schools are
argued to have insulated themselves by
achieving a “monopoly position” and to have
flourished only by creating a “non-competi-
tive environment” (Peterson 1990).

A more sophisticated application of neo-
classical theory, however, would also empha-
size the role of resource dependency (Pfeffer
and Salancik 1978). According to this ap-
proach, public schools, when faced with in-
creased competition from the private sector,
would seek additional support from govern-
ment sources to ensure survival.

Positive responses to competitive pressures
would also be predicted by political ap-
proaches that developed out of earlier insti-
tutional models. Although institutional ap-
proaches, like those of Scott and Meyer
(1988) and Chubb and Moe (1990), often in-
corporate the state into organizational analy-
ses, they do so in a static and limited way.
Although an institutional framework in-
cludes an appreciation for the state’s role in



