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How 10 DISMANTLE THE FACTORY
Reinventing Public Education

by Paul T. Hill, Lawrence C. Pierce, and James W. Guthrie
(The University of Chicago Press, 1997) 267 pages.

Reviewed by Mark Schneider

I'n response to decades of high levels of immigration, the dom
inance of assembly line production techniques, and the sway
of scientific management, most school systems in the United
States had adopted the “factory model” of education by the
1920s. Despite remarkable changes in technology and demo-
graphics since that time, the system of education put into place
earlier in this century has not changed much. However, the
days of the “factory” model seem to be numbered. Policy ana-
lysts, parents, and taxpayers all seem dissatisfied with the per-
formance of the existing system because it does not produce
graduates who possess the skills necessary to participate in the
twenty first-century economy.

Richard Hofstadter noted long ago that Americans love to
tinker with the structure of their local government. Given the
objective problems facing the schools and our love of tinker-
ing, it is not surprising that the United Statesis once again in
the midst of a strong education reform movement. In an ever
intensifying debate, characterized by an increasing number of
alternative approaches to schooling, Paul Hill and his col-
leagues advocate “ contract schools’ as a correction for theills
of the American education system.

Hill and his colleagues argue that there is growing consen-
sus on what constitutes good schools. According to Hill et al.,
good schools focus on student learning and the needs of chil-
dren by personalizing education and creating long-term rela-
tionships between teachers and families. Good schools treat
teachers as professional's, are organized to encourage high per-
formance, and are given incentives to use resources efficiently
so that success rather than failureis rewarded. To achieve
these goals, Hill et al. forcefully argue that the school building
must be viewed as the basic management unit. Once we focus
on the centrality of the school building, then, they argue, we
can study schools as “whole organizations,” using the same
analytic technigues used to study effective businesses and
“real communities.”

Schools currently do not adhere to those organizational prin-
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ciples. Rather, in an education system defined by detailed
political and bureaucratic controls, schools are rule-bound,
rights-driven, and fragmented into specialties. As decision-
making has been centralized in school district bureaucracies,
schoals, as the units for delivering services, have lost the abili-
ty to focus on their core mission of teaching children.

To cure those problems, Hill et al. propose replacing the
existing system of politically micromanaged education with a
system of school-specific agreements (contracts) that would
define the school’ s mission, guarantee public funding, and
describe in detail the means for holding schools accountable.
The contract would be negotiated between the school board,
which would surrender detailed control over expenditures and
policy, and the school, which would provide afocused and dis-
tinctive instructional program. The school would be given
freedom over curriculum, hiring, and the allocation of expen-
dituresin return for meeting standards of fiscal probity, acade-
mic performance, and parent/student satisfaction.

In Hill et al.”s view, contracting, by increasing the range of
schools among which parents can choose and by disciplining
schoolsthat fail with contract termination, will increase both
allocative and productive efficiency. But compared to other
market-like approaches to education, especially vouchers, Hill
et al. argue that contracting retains the benefits of political
accountability. According to Hill et al., by creating clear, reli-
able, and enforceable relationships between school operators
and public officials, elected school board members would be
held accountable by parents for school failures in ways that
supplement the discipline of the market.

In addition, contract schools would be “real communities,”
characterized by common values, trust, shared sacrifices,
agreed upon norms of behavior, and reciprocal obligations. By
building community, contracting will turn parents, teachers,
and administratorsinto allies working together for the educa-
tion of the children. The ability of contract schoolsto create
effective communities, something that most educators and ana-
lystsfeel is essential to education, distinguishes contracting
from other reforms, especially vouchers, that seek to increase
competition in the market for education, but are not directly
concerned with community-building.

The book isfilled with “shoulds” of two sorts. First, it pro-
vides information about how one should go about contracting.
Indeed, the entire second half of the book and several appen-
dices are devoted to suggestions about how to implement such
astrategy. The second type are lists of what we should expect
once the system of contracting is put into place. For example,
once school boards are no longer charged with the day-to-day
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minutia of micromanaging schools, then elections for school
board “should” attract a new kind of candidate—one more
concerned with school quality and less concerned with patron-
age or political opportunities.

Aswith any good book, the arguments have both pluses and
minuses. On the plus side, the book provides an excellent and
accessible review of the myriad problems in the current system
of schooling and the alternatives that have been proposed by
reformers to correct those problems. In addition, the idea of
contracting itself has much merit. To the extent that contract-
ing works, it would increase the options available to parents, it
would reward educational success and punish failure, and it
would focus on creating effective education communities with-
in school buildings.

On the minus side, the authors fail to anticipate the difficul-
ties of developing the performance benchmarks by which suc-
cess will be measured. Contracts have already been used
extensively and successfully to deliver other local services—
street maintenance, garbage collection, etc. Indeed, many
schools and school districts have experience with the use of
contracts for parts of their mission other than education, such
as cafeteriaand custodial services. But the success of contrac-
tual delivery of those services has been dependent on the
development of concrete benchmarks to judge performance, a
difficult task in the case of the educational mission of schools.

| believe that Hill et al. underestimate the ease with which we
can evaluate the product of schools. First, education is an incredi-
bly diverse* product” with parents and society wanting many dif-
ferent things from the schools. While contracting is designed
specifically to allow moreflexibility in meeting diverse
demands, establishing benchmarks may be quite difficult given
the multidimensionality of schooling outcomes. In addition, the
debate about how to measure school performance and the inde-
pendent effects of schools on student performance has been rag-
ing since the famous Coleman report of the late 1960s.

A second difficulty with the book isits evangelical tone.
According to the authors, almost every known problemin
schooling can be addressed by contracting: Academic perfor-
mance is declining—contract out; teachers are unhappy—con-
tract out; no viable school community—contract out; asym
metric information between educational professionals and par-
ents—contract out; concerned about equity, efficiency, diversi-
ty, stability—contract out.

The evidence offered in support of the benefits of contracting
is often weak. In fact, very little analysis or solid evidenceis pre-
sented in the book and arguments in favor of contracting are
often made by analogy. For example, to support their argument
that contracting would create “real organizations,” Hill and his
colleagues develop a superficial theory of the firm and apply it to
the school under contracting. For example, in just two pages (57
and 58), Hill et al. describe areal organization as having “rea
ideas’ about how to service students, as being active rather than
passive, and as being in control of its own funds and resources.
After devoting one paragraph to discussing how firms are
designed to solve coordination problems, the authors conclude
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that “the theory of the firm can provide important new perspec-
tives on schools. It can help us clarify schools' purposes and
understand the internal relationships among people who perform
key functions, such as teaching, investment in improvements,
quality assurance, and client relations.” All of this may or may
not be true, but Hill et a. do not provide any real guidance on
how to develop and apply their insights.

Third, Hill et al.’s place in the market for school reform
reminds me of the Microsoft versus Apple debate. Many peo-
ple believe that Apple had afar superior operating system than
Microsoft, but despite the quality of the product, Apple lost
the market. Contracting may, on some level be the superior
product ,but the evidence suggests that it has not convinced
many “customers’ in the educational reform market.

While reform movements have been a characteristic of edu-
cation throughout this century, never has the range of alterna-
tives under active consideration been quite as large.
Historically, reform movements focused on curricula and
training. Many of today’s popular reforms, such as school-
based management and the standards movement, still focus on
improving the quality of education in the existing public
schools. However, in the 1990’ s, school reform proposals have
emphasized expanding the range of educational service
providers from which parents can choose. Indeed, the two
reform movements that currently attract the most attention,
vouchers and charter schools, are specifically designed to
change the balance of power between public schools and par-
ents in the choice of schools.

Voucher programs are in operation in an increasing humber
of cities. Milwaukee and Cleveland have publicly funded
vouchers, and privately funded voucher programs are found in
an even greater number of cities, including New Y ork City,
Albany, Indianapolis, and San Antonio. However, charter
schools seem to be the “reform de jour.” About half the states
now have charter school legislation and in his 1998 state of the
union speech, President Clinton specifically called for alarge
increase in the number of charter schoolsin the country. Of
course, missing from thislist of reformsis contract schools.

Hill et al. devote alot of energy to explaining why contract-
ing is better than the alternatives. For example, according to
Hill et al., school-based management changes decisionmaking
at the school level but leaves the centralized structure of
school boards and state education departments in place.
Similarly, because the standards movement also |eaves the
structure in place, it too will ultimately fail. While vouchers
give parents the resources to send their child to a preferred
school, vouchers neglect the institutional development neces-
sary to create effective schools.

Hill et al. provide important insights into the limits of those
popular reforms. However, they have a more difficult task in
their analysis of the mushrooming charter school movement.
Thereis substantial overlap between charter schoolsand Hill et
al.”smodel of contract schools—in fact the differences are often
negligible. The big difference according to the authors is that
charter school legislation limits the number of schools operated
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by private groups leaving the majority of schoolsin the public
bureaucracy. In contrast, contract schools would reshape the
entire system. Y et the distinctions that Hill et al. draw between
charter schools and contracting school s seem to me forced and
even unnecessary. It is easy to anticipate that eventually a num
ber of charter schools will adopt many of the contracting proce-
dures that Hill et a. advocate (in fact, some aready have). Thus,
charter schools may ultimately provide amilieu in which con-
tracting can finally expand to the extent that Hill et al. would
like—an expansion that has so far not occurred.

Moreover, the problem Hill et al. have with chartersisin
some degree self-correcting. As time goes by, more and more
states and communities likely will adopt charter legislation
and the number and range of charter schools will increase.

Indeed, the charter school movement is gaining speed
daily—there may be as many as one thousand charter schools
in operation today and the number is growing rapidly.
Moreover, many of the other reform movements that Hill et al.
criticize also have hundreds of schools enrolled; and many are
gaining adherents.

As a consequence of these adoptions, proponents of each of
the reform movements can point to real schools enrolling real
students and working through the problems of delivering a
quality education. In contrast, Hill et al. offer descriptions of
hypothetical contract schools—because at present very few
examples of successful contract schools actually exist. In
short, the market seems to be endorsing many other reforms to
redress the failures of public education while contracting has
not attracted the attention of most educational reformers.

Hill et al. are keen on the market to weed out products that
people don’t want. | wonder what they make of the present
failure of any significant number of schoolsto adopt their con-
tracting approach?

WRONG CoONCLUSIONS OF A REAL PROBLEM
Closed Doors, Opportunities Lost

by John Yinger

(Russell Sage Foundation, 1995) 452 pages

Reviewed by Edwin S. Mills

This book reports the results of a large fair-housing audit
experiment sponsored by the Department of Housing and
Urban Development executed by the Urban Institute and a
group of scholars at Syracuse University, under Yinger's pro-
fessional direction. The audits were conducted in 1989.

Such audits are carefully controlled experiments, among the
best experimental work done by economists. The basicideais
simple: Two matched pairs, either black and white or Hispanic
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and white, inquire of realtors or building managers about buy-
ing or renting advertised dwellings. Each of the two matched
pairs presents carefully matched characteristics—income,
family status, assets, etc.—and records carefully many aspects
of their treatment at the interview: consistency of responses,
numbers and characteristics of alternate dwellings suggested,
whether calls are returned, etc. Carefully trained auditors con-
ducted large numbers of interviews in twenty-five large metro-
politan areas.

It is the second housing audit financed by HUD. Many oth-
ers, mostly small scale and less scientific, have been carried
out. But Yinger’s study isthe largest and apparently the most
carefully designed and executed of all the audit studies.

Yinger presents and analyzes many indexes of discrimina-
tion against blacks and Hispanics based on the audit results.
Invariably, the data indicate substantial discrimination, in most
cases more against blacks than against Hispanics, in every
aspect of the search for dwellings. Examples include the num
ber of locations of units shown or recommended, the number
of callbacks and requests for information about income, and
the racial composition of recommended neighborhoods.

It is certainly possible to argue about specific measures and
interpretations. However, | believe that the cumulative weight
of evidence, from this and other audit studies, is that these two
minority groups are less well treated by housing market agents
than are whites. Much evidence, reviewed by Yinger, indicates
that racial and ethnic discrimination diminishes every decade,
but more optimism than | can muster is required to believe that
housing discrimination has disappeared since 1989. Fair-mind-
ed Americans must make their peace with the situation.

The last four chapters of the book are devoted to government
policy suggestions. As with many authors who feel strongly
about an issue, Yinger’s suggestions bear little relationship to
hisfindings. Yinger carefully calculates the higher housing
search costs borne by the minority groups due to discrimina-
tion. But he jJumps much too easily from discrimination to seg-
regation to earnings reductions. Yinger certainly knows that
many groups voluntarily self-segregate, and that is presumably
as common with these two minority groups as with others.

Yinger presents no evidence as to how much less satisfactory
or more costly housing is to the two minority groups as a result
of housing agent discrimination. At one point, (p. 106) he pre-
sents a calculation that is correct only if all of the lower incomes
of blacks and Hispanics result from discrimination. That
requires him to believe that black illegitimacy, lack of prenatal
care, high crime and high school dropout rates, which many
studies have found to be associated with low black incomes, all
result entirely from discrimination. No evidence is presented or
referenced, and few scholars have asserted such a conclusion.
Further, Yinger never mentions the fact that large but unknown
numbers of Hispanics are undocumented, i.e., illegal immi-
grants. That fact obviously restricts Hispanics access to good
jobs and to other aspects of mainstream American life, but can-
not be interpreted as discrimination.

A final comment may be no more than an intellectual
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curiosity. Housing audits have been around for more than a
quarter century. Results are widely reported in the press and
provideideal evidencein suits against housing agents for ille-
gal discrimination. Don’t housing agents |earn that, whatever
their feelings, they risk civil damagesif they are not very care-
ful how they treat minorities?

RerForM MAY NEED REFORMING
Making Ends Meet: How Single Mothers
Survive Welfare and Low-Wage Work

by Kathryn Edin and Laura Lein

Reviewed by Anna L. Harvey

Making Ends Meet grew out of an apparent puzzle revealed by
the “ Chicago Survey of Poverty and Material Hardship,” con-
ducted by Susan Mayer, Fay Cook and Christopher Jencksin
1983 and 1985. In that study, approximately one half of the sin-
gle-mother families with incomes below the official poverty
threshold reported income that failed to cover their expenditures
on food, housing, and medical care. The gap in the reported
incomes and expenditures of poor single mothers also turned up
in other surveys, such asthe Department of Labor’s Consumer
Expenditure Survey. Kathryn Edin and later, Laura Lein, set out
to discover how the mothers* made ends meet.”

The authors soon discovered that these mothers were
unwilling to disclose greater detail about their budget short-
falls. Edin and Lein thus developed a more labor-intensive
survey methodology: persuading community leaders who were
known and trusted by the respondents to vouch for the
researchers’ good will and then meeting with the respondents
over the course of typically several open-ended interviews.
Edin and Lein would then obtain referrals to other low-income
single mothers from their original interviewees. Through this
time-consuming process they were eventually able to obtain
fairly complete expenditure and income information from 379
single mothersin Chicago, San Antonio, Boston, and
Charleston, South Carolina between 1988 and 1992.
Approximately half of their sample relied on cash public assis-
tance as their primary source of income while the remaining
half relied on alow-wage (less than eight dollars an hour) job
astheir primary income source.

The book reports large quantities of descriptive information
previously unavailable to researchers using conventional sur-
vey techniques. Among their findingsis that the welfare-
reliant mothers could cover, on average, about three-fifths of
their expenditures with their public assistance benefits, while
the wage-reliant mothers could cover approximately two-
thirds of their expenditures with the wages from their primary
jobs. Yet while the gap was less in relative terms for the wage-
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reliant mothers, it was larger in absolute terms; low-wage jobs
generated both more income and more expenses for the wage-
reliant mothers. It was thus harder for them to close their bud-
get shortfalls, and they experienced greater material hardship
asaresult.

Unsurprisingly, Edin and Lein found that these single moth-
ers were not covering their budget shortfalls with savings,
loans, or credit cards. Rather, the authors found that the three
most common sources of income to close the gap were money
from relatives and friends, off-the-books employment, and
contributions from charitable agencies. More specifically, 77
percent of welfare-reliant and 82 percent of wage-reliant
mothers received cash assistance from family, friends,
boyfriends, or absent fathers (contributions from the latter two
groups being significantly larger for wage-reliant than for wel-
fare-reliant mothers); 40 percent of welfare-reliant and 28 per-
cent of wage-reliant mothers worked unreported jobs; and 31
percent of welfare-reliant and 22 percent of wage-reliant
mothers received assistance from charitable agencies.
Typically, none of that income was reported either to welfare
authorities or to the Internal Revenue Service, and consequent-
ly also was not reported to survey researchers.

Although the book makes much of thisinformation avail-
able for the first time, the information itself is not particularly
surprising. The puzzle of the reported budget shortfallsis not
much of apuzzle to begin with. If one simply compares maxi-
mum cash benefits available to single mother families with the
bottom quartile of market rents in these cities (as Edin and
Lein do in the book for 1993), one finds that the cash benefits
do not even cover rent in three cities and would barely cover
rent in Boston. One finds the same result for those single
mothers working low-wage jobs in these cities, deducting
additional likely work expenses such as childcare. That the
shortfalls must exist is afact that was surely available before
the publication of this book.

Moreover, the finding that welfare-reliant mothers make up
their shortfalls with unreported income from whatever sources
they have available is aso predictable. Reporting income
would lower benefits and reduce their ability to make up their
shortfalls. Therefore, they have strong incentives not to report
thisincome leading to the gap between expenditures and
income found in surveys. Similarly, wage-reliant mothers have
strong incentives to find second jobs off the books in order to
avoid taxes that lessen their ability to make up their shortfalls.
Again, we surely knew this must be the case before the publi-
cation of this book.

One finding about the particular way in which mothers
make up their budget shortfalls, however, may be of interest to
those involved in the debate over welfare policy. The extent to
which low-wage-reliant mothers depend on transfers from
their family and friends in order to “make ends meet” istrou-
bling. Those who oppose government transfers to poor moth-
ersdo so largely on the grounds that it should be a goal of
public policy to encourage individuals to lead self-sufficient
and productive lives through work. Government transfers to
1998 77
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poor mothersfail to serve that goal. But surely so do extensive
transfers from family and friends. Welfare reform which
moves poor mothers into low-wage work without providing
support for their additional work-related expenses is not any
better from the standpoint of encouraging self-sufficiency than
welfare reform which provides such support. In addition, we
must be concerned that the increase in the numbers of these
poor mothers working low-wage jobs will in all probability
dramatically increase the financial strain on their families and
friends who are themselves unlikely to be far away from the
official poverty threshold.

Moreover, Making Ends Meet was researched and writtenin
the period before the abolition of Aid to Families with
Dependent Children (AFDC) when mothers could at least fall
back on AFDC benefitsif they did not have the ability to
secure sufficient transfers from their family and friends to
meet the larger budget shortfalls incurred by working low-
wage jobs. In the post-AFDC era, when all poor mothers will
at some point be required to enter the workforce, those moth-
ers without the ability to secure those nongovernmental trans-
ferswill likely not be able to make ends meet. To alleviate this
problem and to lessen the financial strain on these mothers’
families, we will probably need to provide assistance for
working mothersin avariety of forms; this assistance will
likely raise the cost of public assistance beyond its previous
levels. But then, we already knew that, too.

CosT oF THE STATUS QUO

Money for Nothing: Politicians, Rent Extraction, and
Political Extortion

by Fred S. McChesney

(Harvard University Press, 1997) 227 pages

Reviewed by Brian Roberts

Government inaction would seemingly come as welcome
relief to many concerned with federal regulatory heavy-hand-
edness. Alas, thanks to the insights of Cornell law Professor
Fred McChesney, we can no longer look at self-declared regu-
latory restraint by Congress as either welcome or benign. In
Money for Nothing, McChesney argues that politicians do
nothing less than extort campaign contributions from interest
groups by threatening regulatory change. Perversely, the suc-
cess of politicians is measured by their inactivity: less
observed regulatory change reflects more successful extor-
tion—qgreater campaign contributions.

Campaign finance scholars have long sought to document
what no doubt seems to be the absurdly obvious link between
campaign contributions and political favors, usually measured
by favorable votes on bills of interest. This quest probably
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struck many as a simple warm-up or calibration exercise in
preparation for more “sophisticated” analyzes of campaign
finance and interest group behavior. To the chagrin of many,
that link has proven surprisingly elusive; other than in occa-
sional and very narrow case studies, scholars have failed mis-
erably in their efforts to document a systematic—recurring
and predictable—quid pro quo.

In an intriguing and well reasoned argument—Iike many
good arguments, head-slappingly obvious in retrospect—
McChesney cracks open the heretofore unyielding nut by
offering an explanation based on, well, nothing at all. While
economists and political scientists search in vain for the
return on campaign investments, McChesney argues that
politicians play afar shrewder game of generating contribu-
tions with promises of inactivity. Some, including
McChesney, would call extortion: soliciting contributions,
implicitly or otherwise, from interest groupsto preserve the
status quo.

In the minds of industrialists, regulatory status quo com
mands a uniquely cherished—highly exploitable—position.
Regardless of the severity of regulatory constraints on eco-
nomic behavior, the greatest fear—short of nationalization—
for most firms or industries is regulatory change or uncer-
tainty. Masters of constrained optimization, firms are
unnerved by the prospect of “reoptimizing” and thus, as
McChesney’ s politicians have learned so well, will go to
great lengths, and great expense, to forestall change.

Building on the seminal work of George Stigler and Sam
Peltzman, McChesney constructs a model of regulation that
casts politiciansin the role of extortionist, offering promises
of regulatory inactivity (preserving the status quo) in
exchange for campaign contributions, the nectar of politics.
The theoretical model, accessible by a sophisticated lay audi-
ence, isfollowed by several recent case studies—ranging
from product liability regulation to tax reform—that examine
instances of apparent extortion. (An updated version of the
book might well include the current travails of Microsoft; the
threat of antitrust litigation has already elicited sizable soft
money contributions).

The case studies prove to be startling examples of the
political behavior that McChesney models, but in some sense
they fail to do justice to the model itself. The model cries out
for more systematic analysis. It is ripe with testable hypothe-
ses that may, for the first time, provide the empirical founda-
tion for the formation of systematic evidence linking cam
paign contributions to political behavior. That is not meant to
criticize the case study approach taken in the book; case
studies are entirely appropriate given the need to bring
behavior into the light of day. A dry statistical analysis fol-
lowing hard on an equally dry theoretical model, while satis-
fying afew social scientists, just wouldn’t accomplish the
same objective. There is no doubt, however, that thanks to
McChesney’ s work those analyzes will soon be appearing in
the campaign finance literature.

One of the important lessons of Money for Nothing that is
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potentially lost in the glare of the case studies—and should vulnerable to extortion. With the prospect of political extor-
factor into the current debate on campaign finance reform—is tion; firmswill change their investment behavior, choosing at
the deadweight loss that the extortionist behavior of politicians  the margin to invest in less vulnerable capital, or more lawyers
imposes on the economy. As McChesney points out, and firms  and accountants. Those sorts of politically derived economic
are well aware of, not all rents are equally extractable, that is, distortions are costly and undesirable.
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