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Two bills introduced in the New Hampshire Legislature in January of 2021, House Bill 20 and 
Senate Bill 130, propose the creation of Education Freedom Accounts (EFAs) for NH families.  
The EFA program would allow any NH resident eligible to attend a public school in grades K-12 
to use his or her per-pupil state education grant to pay for a variety of educational services 
chosen from a state-approved list.  The Senate bill (SB 130) is moving forward after HB 20 
stalled in the House.  This report analyzes the Senate version of the bill.   
 
As amended in the Senate Education Committee, SB 130 limits eligibility to families whose 
household income is less than 300 percent of the federal poverty line (FPL), adjusted for 
household size.  If a family prefers their child’s assigned public school, then nothing changes.  
State adequate education grant money is automatically sent directly to the school district, as 
happens currently.  If an eligible family prefers an alternative to their assigned school, parents 
could apply to create an EFA.  The state would deposit the student’s adequate education grant 
(plus any qualifying differential aid) into the EFA.  The family could then choose to spend that 
money on a number of pre-approved educational services, such as tuition at another public 
school, tuition at a private school, tutoring, special education ser
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year two as a “phase out grant.”  With that grant in place, district revenue would fall by 
only $16,063 on average in year two, which is just 0.024% of average district revenue.   !

• The enrollment reduction per school district is projected to average 2.65 students (0.8%) 
in the first year of the program and 6.63 students (2%) in the second year.  From 2010-
2019, NH districts experienced an average annual enrollment change of 54 students, or 
9.41% of their student populations.  Enrollment changes caused by EFAs would fall well 
below the average fluctuation for which districts budget 
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Florida’s gains in NAEP scores far exceeded national changes and changes in New 
Hampshire’s average scores between 2003 and 2019.  Both Arizona and Florida have 
child poverty rates about 2.5 times higher than New Hampshire’s rate, and both states 
spend about 70 percent less per student than New Hampshire’s public schools. 

 
In summary, the EFA program in SB 130 can be expected to save NH taxpayers $6.65 million in 
its first two years, educate students at less than 25% of the cost of a traditional public school, 
increase the number of high school graduates, and create $30.6 million in higher lifteime 
earnings for its first students, $12.9 million in economic benefits for students who otherwise 
wouldn’t graduate high school, and $163,000 in benefits to the state from a reduction in 
felonies.  In addition, evidence from other states uggests that the proposed EFA program is 
highly likely to improve outcomes for public school students who do not choose an EFA. 
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The rest of this report is organized as follows.  For context, Section II presents a brief overview 
of New Hampshire’s public education system.  Section III provides a fiscal analysis of the 
proposed EFA
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Third, since all states began giving Main NAEP exams in 2003, New Hampshire’s performance 
has lagged or slipped.  As shown in figure 1 below, NAEP gains in New Hampshire have lagged 
the national average in Mathematics, and the state’s average Reading performance has fallen. 
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The numbers above are in nominal, or actual, dollars and are not adjusted for inflation.  As 
shown in figure 3 below, adjusted for inflation, total expenditures in New Hampshire public 
schools increased by 66 percent between the 1994-95 and 2017-18 school years, while its 
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Source, Digest of Education Statistics, National Center for Education Statistics at the U.S. Department of Education, 

https://nces.ed.gov/programs/digest/ 
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Source, Digest of Education Statistics, National Center for Education Statistics at the U.S. Department of Education, 

https://nces.ed.gov/programs/digest/ 
 
 
While much of the increase in per student spending went to the staffing surge, of course, some 
of it went to increased costs in employee benefits as well. 
 
The information in this section is to provide context about the changes in NH public school 
funding and about the outcomes of 
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In this section, I estimate the fiscal effects of New Hampshire’s proposed Education Freedom 
Account (EFA) program on state and local taxpayers for school (and fiscal) years 2021-22 and 
2022-23.  To make these estimates, I use publicly available data reported by the NH DOE and 
data it reports annually to the National Center for Education Statistics at the U.S. Department 
of Education. 
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To estimate the fiscal effects of New Hampshire’s proposed EFA program on state taxpayers, I 
need to ascertain: 
 

1. The reduction in net state taxpayer costs that results from some EFA students no longer 
attending public schools because they were able to obtain an EFA to access education 
services outside of the public education system, and 

2. The taxpayer cost of providing state-funded accounts to students who likely would have 
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average, educating a student via an EFA in 2019-20 would have cost the state $1,325 less than 
it cost to educate the same students in public schools, a savings of 22 percent.   
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Source: New Hampshire Department of Education, Long-term Comprehensive Modeling Analysis, Education 

Freedom Accounts, January 12, 2021. 
 
Of course, public school districts also receive funding from local and federal taxpayers, and, 
obviously, NH taxpayers pay federal, state, and local taxes.  Including all sources of revenue, NH 
public schools spent an average of $19,874 per student in 2019-20, the NH DOE reports.  
Therefore, if the EFA program had been available in that school year, the average per-student 
cost of EFAs ($4,597) would have been only 23 percent as large as the average cost of educating 
students in New Hampshire public schools ($19,874).  
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Under SB130, Education Freedom Accounts (EFAs) are offered to all New Hampshire residents 
who are eligible to attend a public school in the state, no matter where they are enrolled 
currently, and have incomes below 300 percent of the federal poverty level (FPL).   
 
Thus, eligibility is restricted to children who live in households with incomes less than 300 
percent of the FPL, where these income thresholds are adjusted for household size and set 
annually by the U.S. Department of Health and Human Services, according to a longstanding 
formula.  For a household of three persons, a household income less than $21,960 in 2021 is 
considered as living in poverty.6  Thus, for a household of three persons, 300 percent of that 
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income level is equal to $65,880.  Thus, three-person households with incomes at or below 
$65,880 would be eligible for an EFA.     
 
To ascertain how many NH families would access an EFA, we first need to know how many 
households have incomes below 300 percent of the poverty threshold.  Fortunately, using 
annual household surveys, the U.S. Census Bureau provides information useful for this purpose 
for each state for each year.  For 2019, the most recent year available, using the Census survey 
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Using this national survey data in a cautious way described in the footnote, I estimate that 31.1 
percent of the 15,654 private school students in New Hampshire are in households with 
incomes below 300 percent of the poverty line.9   
 
The assumptions and approach in footnote 9 are cautious and most certainly overstate how 
many private school students in New Hampshire live in households with incomes below 300 
percent of the FPL.  The evidence that this approach is cautious is as follows: overall, 31.26 
percent of children are projected to live in households eligible for EFAs (income below 300 
percent of the FPL).  And my approach for estimating that figure for private school students 
(31.1 percent) is just a shade below the overall statewide figure.  Given that private schools 
charge tuition and public schools are available to families at 
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To summarize, with an income threshold for eligibility set at 300 percent of the FPL, I project: 
 

- 31.26 percent of public school students will be eligible for an EFA, and 
 

- 31.1 percent of private school students will be eligible. 
 
The next subsection projects how many of these eligible students will actually access an EFA in 
the next two years, if SB130 becomes law. 
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In this subsection, I use estimates of the total number of school enrollments by sector from the 
NH DOE and the experiences of “take-up” rates from new education choice programs from 
other states to make separate projections of: (a) how may public school students will switch to 
a 
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expanded to allow some private school students to access scholarships.  As detailed in appendix 
A, in 2013-14, the first year its eligibility 
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attend a public school if the program did not exist.  In addition, the second naïve estimate       
(c) ignores that the variable or marginal cost of educating students in public schools may be less 
than the average total cost.  These three issues are discussed in turn, and in this analysis I use 
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State Cost of Providing 536    b!! State Savings from Educating “Switchers” 
Private School Students with EFAs  with EFAs Rather than in 
  More Expensive Public Schools 
  
(536 private EFA students B $4,603) b ($4,800.5 - $4,603) B 430 EFA Switchers  
 
^!!!!!!!!!!!!!$2.47 million b                         $84,875  ^!
 

./01!23,,3*'4!3'!(#+#&!#+56+7&8!9*(#(!-*8!/:/;<//!
Zc!D/96!2=18?/80[!

 
The details for the above calculation are as follows: 

- Number of 

,
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difference between these two figures, $4.2 million ($6.3 million - $2.1 million), represents the 
savings to local taxpayers from not having to pay to educate 430 students in the public schools. 
 
Q"#$!??*5#2*4,&-!?*/..#-2*(3*5#6*7!)8&9,$#*M!N8!=#$&*,3*IBIOPII*
 
Considering the net fiscal effects of the proposed EFA program on state and local taxpayers in 
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of public schools — from 1965 to 2016, real expenditures per student (adjusted for inflation) in 
American public schools almost tripled.19
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School Association (GISA), private school enrollments in Georgia fell by only 0.4 percent during 
this time period, or four-tenths of one percent.23  
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report.  First, New Hampshire public school spending, per student, has been rising much faster 
than the rate of inflation for decades.  As an example, between 1995 and 2018, the number of 
students in NH public schools declined by 9 percent, yet, adjusted for inflation, the public 
school system’s total expenditures increased by 66 percent.  That is, total expenditures on the 
public education system in New Hampshire increased by 66 percent between 1995 and 2018 
over and above spending increases needed to accommodate the rate of inflation.   
 
Thus, these spending increases were increases in real resources devoted to NH public schools.  
This dramatic increase in real resources was spent on a smaller student population.  Therefore, 
if these spending trends continue, the analysis in this report is underestimating the taxpayer 
savings of the proposed EFA program in New Hampshire because public school expenditures 
would be higher than projected by the NH DOE.   
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Source: Data reported annually by the New Hampshire Department of Education to the National Center for 

Education Statistics at the U.S. Department of Education, https://nces.ed.gov/ccd/elsi/ 
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Congress and signed into law by President Trump have $122 billion nationally in currently 
unspent funds for public schools, at the time of writing this report (CBO, 2021; table1).25   
 
To the extent that public schools will spend more than the NH DOE projects in 2021-22 and 
2022-23, this report yields an underestimate of the fiscal savings to NH taxpayers from the 
proposed EFA program because it is significantly less expensive to educate switchers with EFAs 
than it is to educate them in public schools. 
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For 2021-22, the savings to NH taxpayers from the proposed EFA program equals the estimated 
$4.2 million in savings to local public school districts
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In this section, I make cautious projections of the effects of New Hampshire’s proposed 
Education Freedom Account (EFA) program on the state economy.  The projections rely on the 
most cautious consensus estimates of the effects of education choice programs on: 

o Student Ach
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According to the U.S. Bureau of Labor Statistics, the median annual labor market earnings in 
New Hampshire were $53,950 in 2019, the most recent year available.
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Source: 
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Source: https://www.nationsreportcard.gov/ndecore/xplore/nde 

 
While they had significantly more educational choice, Arizona and Florida made these gains 
with significantly higher child poverty rates than New Hampshire.  Figure 17 shows that the 
child poverty rates in both Arizona and Florida were about 2.5 times the rate in New 
Hampshire. (Their child poverty rates were also above the national average.)  Therefore, these 
tremendous gains in student achievement in Arizona and Florida were made with a significantly 
less advantaged student population, as compared to New Hampshire. 
 

./0123!4O5!$6/A?!F=S329X!,793@H!MN4I!

 
Source: The Annie E. Casey Foundation, Kids Count Data Center, https://datacenter.kidscount.org/data/tables/43-

children-in-poverty-100-percent-
poverty#detailed/1/any/false/1729,37,871,870,573,869,36,868,867,133/any/321,322 

 
 
Of course, many factors potentially led to the significantly larger test score gains in Arizona and 
Florida relative to New Hampshire since 2003.  Interestingly, during this 2003 to 2019 period, 
both Arizona and Florida expanded existing education choi
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(EdChoice, '-9((?*E9(,-#*,3*G)#$,-!*R!&9>(!$0).30  And, as noted above, by 2019 Arizona and 
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- Students exercising choice will achieve test score results that are 1.8 percent of a 
standard deviation higher than they would have been if the students’ families had not 
been given the choice opportunity. 
 

- A one standard deviation increase in test scores would lead to a 13 percent increase in 
the net present value of lifetime labor market earnings. 
 

- 
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Based on evidence from six academic studies of education choice lotteries, DeAngelis (2021) 
uses the cautious projection that choice programs increase the likelihood of students 
graduating high school by 4 percentage points.  Please see his study for a detailed evaluation of 
the research on this topic.  As an example, Wolf, et al. (2010) find that Washington, D.C., 
students who randomly won a lottery to receive a voucher experienced high school graduation 
rates that were 12 percentage points higher than students who did not win the lottery.  Given 
this experimental design, this is evidence that the D.C. Opportunity Scholarship Program caused 
this increase in educational attainment.  That said, I agree with DeAngelis that the lower figure 
of 4 percent is a more cautious and preferred approach when projecting gains in attainment 
that would be realized in other places as a result of new education choice programs.   

DeAngelis uses a figure of $300,000 in total economic benefits for students who 
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For the 2021 Legislative Session, House Speaker Sherman Packard and several other members 
of the General Court of New Hampshire have sponsored House Bill 20—the Richard “Dick” 
Hinch Education Freedom Account Program.  A companion bill in the Senate, Senate Bill 130, 
was identical until amended in the Senate Education Committee.  SB 130 as amended is the 
more viable of the two bills and is the one studied here.  This legislation offers a wide range of 
educational opportunities to all families with children in grades K-12 who live in households 
with incomes below 300 percent of the federal poverty line.  Every child who is eligible to 
attend a public school, and who meets the income criteria, would be eligible for an Education 
Freedom Account (EFA).  Families could choose to send their children to their assigned public 
school or to use an EFA to help cover the costs of educational services purchased elsewhere.  
This program would allow New Hampshire families to have the choice to customize their 
children’s education.   
 
This report provides a fiscal and economic analysis of SB130 if it were to become law.  The 
analysis includes a study of the net change in state expenditures; net change in public school 
district revenues and costs; net change in economic activity; and net change in public benefit. 
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- If 1,063 NH students were able to access an EFA for the entirely of their K-12 academic 

careers (the projected number of switchers from public schools in year 2 of the 
program), this report projects that their total lifetime earnings would increase by $30.6 
million.  This estimate is based on cautious consensus estimates from the academic 
literature on gains in academic achievement that result from students exercising choice 
in programs in other states. 
 

- If 1,063 NH public school students were able to access an EFA, then the total economic 
benefit to the state of increased high school graduation would be $12.9 million. 
 

- if these 1,063 NH students were able to access an EFA, then the total economic benefit 
to the state of decreased crime would be about $163,000. 

 
These estimates of economic benefits to New Hampshire are not additive, as higher academic 
achievement influences graduation rates and crime, respectively. 
 
Education choice skeptics will likely make three main arguments to dispute these projections.  First, 
they will say there is no evidence that choice programs lead to higher student achievement, higher 
graduation rates, and lower crime rates among students who exercise choice.  This claim is simply 
untrue.  EdChoice has compiled these studies and helpfully cites each one of them at the following 
link, https://www.edchoice.org/school-choice/empirical-research-literature-on-the-effects-of-
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Thus, decreases in the number of students have not led to lower overall spending or staffing 
levels in New Hampshire public school districts. 
 
Finally, the last argument likely to be made against the projections here are that this report does 
not consider the effect of EFAs on students who remain in public schools.  Actually, this argument 
goes in favor in the proposed EFA program.  The research evidence is overwhelming: of the 27 
different studies of the effect of choice programs on the topic, 25 find positive effects of choice on 
the test scores of students who remain in public schools, one finds no visible effect, and one finds a 
negative effect.  Clearly, the balance of this evidence indicates that students who remain in public 
schools will benefit from the EFA program—even if they never access an EFA themselves. 
 
I hope citizens and policymakers in New Hampshire find this report helpful when making education 
policy decisions that affect your children—and your great state. 
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Appendix A 
 

Estimating EFA Take-Up Rates Among 
Private School Students 
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Take-up rates are defined as the percentage of eligible recipients who actually access a 
government provided benefit.  The Education Freedom Account (EFA) proposal in SB 130 would 
provide taxpayer support for eligible NH families who believe the best educational settings for 
their children are outside of the public education sector.  
 
The NH DOE projects that there would be 15,654 students in private schools in NH in AY 2021-
22 and 15,490 in 2022-23, absent an 
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1) The method above assumes that all increases in usage of the ICSP after 2012-13 were 
due to private school students accessing scholarships.  Some of the increase in 
scholarship usage over time is surely due organic growth from new cohorts of students 
becoming school-aged and therefore becoming eligible for the program, and families 
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To estimate the fiscal effect of the proposed Education Freedom Account (EFA) program, we 
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much public school system costs increase when they experience an increase in students.  The 
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Using the actual experience of school districts that lost students for non-school choice reasons, 
Scafidi (2012) estimated average short-run fixed and variable costs for all states, where the 
short-run is defined as from one year to the next.41  Specifically, Scafidi (2012) noted that public 
school districts report all of their expenditures to the federal government in twelve cost 
categories.  His report then analyzed in which categories were costs actually reduced from one 
year to the next, where these cost reductions exceeded in percentage terms the reductions in 
students.  For example, if a school district experienced a one percent enrollment decline from 
one year to the next, his report noted in which cost categories did local public school districts 
actually reduce their costs by more than one percent. 
 
In terms of how public school districts actually adjusted their budgets when they lost students, 
they were observed to reduce the following costs more than commensurately with their 
decrease in students: instruction, student support, instructional staff support, food service, and 
enterprise operations.  For New Hampshire, these cost categories that were shown to be 
variable costs, even from one year to the next, were 72.3 percent of total expenditures per 
student.  Please see Scafidi (2012) for more details. 
 
Scafidi (2017) showed that public school districts around the nation — and including New 
Hampshire — have behaved over the last several decades !&*,. staff are variable by hiring 
personnel, both teaching and non-teaching staff, at rates that significantly outpace enrollment 
growth.  Thus, it is reasonable to treat expenditures on a majority of personnel as a short-run 
variable cost. 
 
Using this 72.3 percent estimate of short-run variable costs,  
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commensurately with their decline in student enrollments—thus, observed variable costs in 
public schools, from one year to the next, were actually higher. 
 
To be clear, this 72.3 percent estimate was based on actual cost-cutting behavior by public 
school districts that experienced enrollment declines for non-school choice reasons.  Further, in 
the long run, all costs are variable, as local public school districts can make new strategic 
decisions in terms of staffing and facilities. 
 
In the fiscal analysis in this report, I use $14,649 as the estimate, as a statewide average, for the 
short-run variable costs of educating students in NH public schools
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Appendix C 
 

District-Level Tables 
 

+CC38?/B!&7<A3!$4: Changes in Current Spending Per Student, adjusted for inflation, 1994-95 to 
2017-18.  “Current” spending excludes funding for capital and debt service—all other public 
school expenditures are included.  This is the federal definition of current spending.  This table 
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