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Preface

Frustrated by a history of low student achievement and financial crises, the state of Pennsyl-
vania took charge of the Philadelphia public schools in 2002. Within months of the takeover, 
a newly created School Reform Commission had launched the nation’s largest experiment in 
the private management of public schools. The commission, which replaced the local school 
board, turned over 45 elementary and middle schools to seven private for-profit and nonprofit 
managers. In addition, the school district, under a new CEO, implemented wide-ranging and 
ambitious reforms in district-managed schools. This monograph examines student achieve-
ment outcomes for the district as a whole and for privately managed and district-managed 
“restructured” schools during the first four years after the takeover (through spring 2006).

This research has been conducted collaboratively by RAND Education (a unit of the 
RAND Corporation) and Research for Action. It was funded by the Annenberg Foundation, 
the William Penn Foundation, and the Accountability Review Council for the School District 
of Philadelphia. It is part of a larger body of RAND work addressing high-stakes accountabil-
ity systems and strategies for school and district improvement.
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Summary

Introduction 

In 2002, the state of Pennsylvania, frustrated by years of low achievement and a decade of 
budget crises in the School District of Philadelphia (SDP), took charge of the city’s 200,000-
pupil system. The state replaced Philadelphia’s nine-member school board with an appointed 
School Reform Commission (SRC) composed of three members appointed by the governor 
and two appointed by the city’s mayor. The SRC then hired a new CEO who immediately 
instituted sweeping changes, including the implementation of districtwide common curricula 
and a system of frequent benchmark assessments to be used for diagnostic purposes. More 
controversially, the SRC adopted a “diverse provider” model as it turned over management 
of 45 of the district’s lowest-performing elementary and middle schools to seven for-profit 
and nonprofit organizations, including two local universities; the private managers were given 
additional per-pupil funding to support their work. For the last four years, Philadelphia has 
been the site of the nation’s largest experiment in the private management of public schools. 
Philadelphia’s experience may have implications for schools and districts across the country: 
State takeover and private management are two of the interventions that can be applied to 
chronically low-achieving schools and districts under the federal No Child Left Behind Act 
(NCLB).

In addition to privately managed schools, the diverse provider model in Philadelphia also 
included two groups of low-achieving schools that were given special support and/or funding 
while remaining under district management. At the same time the SRC brought in the private 
managers, it “restructured” an additional 21 low-performing schools, providing intensive staff 
support and extra per-student funding, and provided 16 other schools that were perceived as 
improving (and became known as the “sweet 16”) with increased funding but no additional 
intervention. 

This monograph analyzes achievement differentials associated with Philadelphia’s pri-
vately managed, restructured, and sweet 16 schools, and examines whether different private 
providers had different effects. Prior to examining differences among treatments within SDP, 
it sets the context for analysis by examining districtwide achievement trends in the first four 
years following the state takeover (through spring 2006). This monograph does not aim to pro-
vide a rich and comprehensive assessment of all aspects of Philadelphia’s school improvement 
efforts since 2002; it merely evaluates, to the extent possible, the achievement impacts of some 
of those efforts, as measured by results on annual assessments in reading and mathematics.
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The Diverse Provider Model 

Philadelphia’s diverse provider model borrows from theoretical models by which districts 
promote internal competition through school choice and the establishment of clearly distin-
guished alternatives, but the district’s implementation diverged from the theory in important 
ways. The Philadelphia model was characterized by little competition among providers and 
by the absence of parental choice among the educational models offered. In addition, contin-
ued district involvement in provider schools and mandated districtwide initiatives constrained 
provider autonomy. As a result, the providers’ education improvement strategies looked more 
similar than might have been predicted. Consequently, Philadelphia’s experience should not be 
viewed as a definitive test of private management under competitive conditions.

Districtwide Achievement Trends in Philadelphia 

The proportion of elementary and middle-school students achieving proficiency in reading and 
math has increased substantially in Philadelphia in the years since the state takeover, accord-
ing to the state achievement test (the Pennsylvania System of Student Assessment, or PSSA). 
From the 2001–2002 school year to the 2005–2006 school year, an additional 11 percent and 
23 percent of students reached proficiency in fifth-grade reading and math, respectively. Simi-
larly, an additional 20 percent and 19 percent of students reached proficiency in eighth-grade 
reading and math, respectively. (We use fifth- and eighth-grade reading and math proficiency 
levels because these two grades were tested consistently in both subjects across the time horizon 
of the study.)

Whether those improvements exceed the gains of similar schools elsewhere in Pennsyl-
vania and whether they can be attributed to the interventions implemented by the SRC since 
2002 are harder questions. We gauge the impact of the SRC’s interventions by comparing the 
proficiency results, before and after the state takeover, of schools in Philadelphia to those of a 
comparison group of schools elsewhere in Pennsylvania. This is necessarily an imperfect analy-
sis because it must rely on imprecise, school-level achievement results and because there are no 
other school districts in Pennsylvania quite like SDP. The results therefore require caution in 
interpretation.

Although it is impossible to find perfect matches for Philadelphia schools elsewhere in 
Pennsylvania, we can reduce the differences between Philadelphia and the comparison schools 
by examining only schools in which achievement results were in the state’s lowest quartile in 
both 2001 and 2002, immediately prior to the creation of the SRC. This includes most of 
Philadelphia’s elementary and middle schools.

An examination of net improvements over the four-year period since the state takeover 
of the district shows that Philadelphia’s low-quartile schools outgained low-quartile compari-
son schools by a statistically significant margin in eighth-grade reading. In fifth-grade read-
ing, fifth-grade math, and eighth-grade math, the four-year gains among Philadelphia’s low-
quartile schools, as compared with pretakeover baseline scores, were indistinguishable from 
the gains of low-quartile schools elsewhere in Pennsylvania.

In sum, Philadelphia has seen substantial districtwide gains in the proportion of students 
achieving proficiency since the 2002 state takeover. But after four years, the gains of its low-



Summary    xiii

achieving schools (constituting most of the schools in the district) have generally not exceeded 
the gains of low-achieving schools elsewhere in Pennsylvania.

Achievement Effects of Diverse Providers 

Turning to the diverse provider model, we examine how the change in management affected 
the achievement of students in the privately managed, restructured, and sweet 16 schools. Each 
of these management models can be viewed as a “treatment,” for which it is possible to exam-
ine effects on students in treated schools. We examine the achievement of students in schools 
under different treatments, before and after the state takeover, and compare their trends with 
the trends of other students in Philadelphia. This “fixed-effect” approach allows each student to 
serve as his or her own control, thereby factoring out characteristics of students (such as race, 
ethnicity, and other unchanging family and student characteristics) that may affect student 
achievement results. It also allows each school to serve as its own control, which is particu-
larly important because schools were selected for treatment because they had a history of low 
achievement.

The major findings of the analysis of achievement effects under the diverse provider model 
in its first four years of operation are as follows: 

Sweet 16 schools: There were no statistically significant effects, positive or negative, in 
reading or math, in any of the four years in which they received additional resources. 
Privately managed schools (as a group): There were no statistically significant effects, posi-
tive or negative, in reading or math, in any of the four years after takeover.
Restructured schools: There were significantly positive effects in math in all three years 
of implementation and in reading in the first year. In the fourth year, after the Office of 
Restructured Schools had been disbanded and the additional resources for the schools 
had ceased, the former restructured schools maintained a substantial (though only mar-
ginally statistically significant) effect in math.

In short, after four years of intervention, achievement gains in privately operated schools 
and sweet 16 schools, on average, are no different from SDP districtwide gains. Meanwhile, 
restructured schools outgained the rest of the district in math in all three years of restructur-
ing, with evidence that the gain persisted a year after the conclusion of restructuring. These 
positive effects for restructured schools in math (ranging from 0.16 to 0.22 standard devia-
tions) are moderate to large in size, when compared with effects seen in educational interven-
tions generally. 

When grouping the external managers as universities, other nonprofits, and for-profits, 
we find no statistically significant effects, positive or negative, of any of the three provider 
types. Results for individual providers likewise show few statistically significant effects, though 
two providers show cause for concern: Four-year results were significantly and substantially 
negative for Temple University schools in both subjects and for Victory schools in math. 

We find no clear indications of any notable differences in effects on particular at-risk sub-
groups of students, such as special education students or those with limited English skills. 

•

•

•
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Conclusions and Implications 

Different interpretations of the results of this study may lead to different judgments about 
whether Philadelphia’s experiment in the private management of public schools has succeeded 
and whether it should be continued. On the negative side of the ledger, despite additional 
per-pupil resources, privately operated schools did not produce average increases in student 
achievement that were any larger than those seen in the rest of the district. Meanwhile, district-
managed restructured schools outpaced the gains of the rest of the district in math.

Nonetheless, it is impossible to know definitively how the privately managed schools 
would have done if they had been restructured or remained under conventional district man-
agement. Whether the district could have replicated the gains of the restructured schools in 
three times as many schools—as it would have needed to do if the 45 schools turned over to 
private management had been restructured instead—is an open question. The private manag-
ers were given some of the lowest-achieving schools in the district. Although their trajectories 
did not exceed those of the district, they improved alongside the rest of the district at a time 
when achievement levels districtwide were increasing substantially. We found little reason to 
believe that the districtwide improvement was a consequence of competition from private pro-
viders, but we cannot rule out the possibility that the assistance from private providers was an 
important part of the total reform effort in Philadelphia.

Even so, although it is theoretically possible that the introduction of the providers 
increased districtwide capacity for improvement and that the schools they managed would 
have done worse without them, we find no evidence supporting this view. If the privately man-
aged schools had remained under district management instead, it seems likely that the district 
could have replicated the gains of other schools that received no special interventions—getting 
results similar to those actually achieved by the private providers without expending additional 
resources. In sum, with four years of experience, we find no evidence of differential academic ben-
efits that would support the additional expenditures on private managers. The private managers 
may be producing other benefits that are not measurable in terms of student achievement 
results in math and reading, but that question is beyond the scope of this study.

The larger implications of this study’s findings for the most aggressive sanctions of NCLB 
are less clear. With respect to state takeover, results are ambiguous: Subsequent to the state’s 
takeover of the district, proficiency percentages increased districtwide, but the total increase 
over four years was not substantially greater than the increase of other low-achieving schools 
in the state, in most cases. Philadelphia provides no evidence to support private management 
as an especially effective method of promoting student achievement, but it does not represent 
a clear test of full private management in a competitive market. Whether a model of private 
management that involves more autonomy to managers, parental choice, and competition for 
students would produce better results remains an open question.
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CHAPTER ONE

Introduction

In response to years of poor academic achievement and perennial fiscal crises, the state of Penn-
sylvania ousted Philadelphia’s local school board in 2002 and replaced it with an appointed 
School Reform Commission (SRC). The SRC hired a new CEO, Paul Vallas, who immediately 
instituted sweeping changes, including the implementation of districtwide core curricula and 
a system of frequent benchmark assessments to be used for diagnostic purposes. More contro-
versially, the SRC adopted a “diverse provider” management model and turned over 45 of the 
district’s lowest-performing schools to seven for-profit and nonprofit organizations, including 
two local universities and Edison Schools, Inc., the nation’s largest for-profit education man-
agement organization (EMO). The aim was to capitalize on the know-how of the private sector 
to improve the performance of the city’s lowest-achieving schools. For the past four years, 
Philadelphia has been the site of the nation’s largest experiment in the private management of 
public schools.

The diverse provider model also included two groups of low-achieving schools that were 
given additional resources while remaining under district management. At the same time pri-
vate managers were brought in for 45 schools, 21 other low-achieving schools were “restruc-
tured” under district management, with intensive professional development and close over-
sight. In addition, 16 schools were given additional resources (as were the privately managed 
and restructured schools) without any management intervention. In total, 86 low-achieving 
schools were given some sort of special treatment or new management under the diverse pro-
vider model.1

Philadelphia’s diverse provider model is of national importance for several reasons. First, 
rather than limit outsourcing to noneducational work, such as janitorial or cafeteria services, 
this outsourcing involves the core functions of public schools: the design and delivery of edu-
cation programs. Second, the scale of private management in Philadelphia—involving 45 
schools—is far greater than in any other district in the nation to date. Third, Philadelphia 
offers a window into what could happen in other low-achieving schools around the country in 
response to the accountability directives of the federal No Child Left Behind Act (NCLB).

State takeover, school restructuring, and private management are three of the interven-
tions that NCLB advises for chronically low-achieving schools. NCLB—the most ambitious 

1 This monograph examines 82 of the 86 schools, excepting the four schools that were “transitional” charter schools. See 

Herold and Riffer (2005) for a complete breakdown.



2    State Takeover, School Restructuring, Private Management, and Student Achievement in Philadelphia

federal intervention in primary and secondary education in the nation’s history—requires 
states to create high-stakes testing systems that provide for progressively stronger interven-
tions in schools and districts that fall short of achievement standards. Few schools and districts 
across the country have yet reached the phase of NCLB that involves state takeover, school 
restructuring (including the replacement of principals and teachers), and private management, 
but many will soon be subject to such interventions. In Philadelphia, the interventions were 
imposed by the state well in advance of the NCLB requirement. Philadelphia therefore may 
provide an early test of some of the most aggressive interventions of NCLB.

There is yet little rigorous evidence on the impact in Philadelphia of the diverse provider 
model and of the districtwide changes implemented since the state takeover. Publicly avail-
able school- and district-level results indicate that test scores have risen across the district—in 
conventionally managed district schools, in restructured schools given special attention by the 
district, and in the privately managed partnership schools. But districtwide trends have not 
been compared systematically to achievement trajectories of schools elsewhere in Pennsylva-
nia, and publicly available school-level test results provide only limited and crude information 
about the academic effectiveness of different providers and interventions within Philadelphia. 
Only one study has used student-level data to examine differences in achievement trajectories 
of schools operated by different providers in Philadelphia, and that study had access to achieve-
ment results in only two grades, permitting an assessment of trends from only fifth grade to 
eighth grade (see MacIver and MacIver, 2006). 

This monograph uses longitudinal, student-level achievement data provided by the School 
District of Philadelphia (SDP) to examine differential achievement effects in the 45 privately 
operated schools, in the 21 schools that were restructured and given additional resources in 
2002, and in the 16 schools (known as the “sweet 16”) that received additional resources 
but no other specific intervention. Prior to examining differences among “treatments” within 
Philadelphia, this monograph sets the context for the analysis by using statewide school-level 
achievement data to assess whether Philadelphia’s schools, districtwide, were in fact improving 
at greater rates than were comparison schools in the first three years following the state take-
over. Specifically, the study addresses the following research questions: 

How have districtwide achievement levels in Philadelphia changed since 2002, both in 
absolute terms and relative to other low-achieving schools in Pennsylvania?
In the schools selected for intervention, what have been the effects on student achieve-
ment in each of the first four years of treatment? Have any of the treatment types 
(private management, restructuring, and sweet 16 classification) produced results that 
differ significantly from those of the rest of the district? Among private providers, have 
particular types (for-profit, university, and other nonprofit) or particular individual pro-
viders produced positive or negative effects compared with the rest of the district?
Have any of the different treatments produced differential effects on particular popu-
lations of disadvantaged students, including racial or ethnic minorities, students with 
limited English proficiency, or students receiving special education services? 

1.

2.

3.
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This monograph does not aim to provide a rich and comprehensive assessment of all 
aspects of Philadelphia’s school improvement efforts since 2002; it merely evaluates, to the 
extent possible, the achievement impacts of some of those efforts, as measured by results on 
annual assessments in reading and mathematics. Other outcomes may well be of interest to 
policymakers and the public, and readers should keep in mind the narrow focus of the research 
presented here.

This monograph is organized as follows: Chapter Two describes Philadelphia’s policy 
changes in greater detail, relating the history of the state takeover, the districtwide changes 
implemented since 2002, and characteristics of each of the private providers. Chapter Three 
presents the analysis of Philadelphia’s districtwide achievement trends relative to the rest of 
Pennsylvania since the state takeover (i.e., the results of the first research question). In Chapter 
Four, we turn to the analysis of differential achievement effects of privately managed schools, 
restructured schools, and sweet 16 schools (i.e., the second and third research questions). Chap-
ter Five presents conclusions and implications.
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CHAPTER TWO

The Diverse Provider Model and School Reform in Philadelphia, 
2002–2006

The Seeds of the Diverse Provider Model

The diverse provider model in Philadelphia is one result of a long history of political conflict 
between the state and city governments. As state funding for Philadelphia schools declined in 
the 1990s—despite rising enrollments in the 200,000-student system—then-Superintendent 
David W. Hornbeck went so far as to label the state’s funding policies as racist, thus alienat-
ing state officials and some of the city’s prominent corporate leaders. While leaders within the 
Republican-controlled legislature and governor’s office maintained that market-driven models 
of education could invigorate the public education system, Hornbeck did not share their con-
fidence in market remedies (Christman and Corcoran, 2002). In 1998, a standoff over fund-
ing led to legislation—directed at Philadelphia—that permitted state takeover of any district 
in financial and/or academic distress (Boyd and Christman, 2003; Maranto, 2005). In May 
2000, the legislature passed additional takeover legislation affecting Philadelphia and ten other 
school districts in which students performed poorly on state assessments; one month later, 
Superintendent Hornbeck resigned. 

In the summer of 2001, Pennsylvania Governor Tom Ridge hired Edison Schools, the 
nation’s largest for-profit EMO, to review district operations and make recommendations for 
improvements and reorganization. In a 2006 interview, Charles Zogby, Governor Ridge’s 
former secretary of education, explained the state’s perspective: “More than 150 [Philadelphia] 
schools had over 50 percent of their students performing at the below basic level [on the state 
assessment]. . . . We believed that there was not the capacity on the ground to turn that situ-
ation around. We needed outside expertise. . . . We believed that the private sector could do a 
better job” (Zogby, 2006). 

In October 2001, the state’s new governor, Mark Schweiker, who took office when Gov-
ernor Ridge was appointed head of the U.S. Department of Homeland Security, announced a 
plan for state takeover of Philadelphia schools that drew heavily on Edison’s report. The plan 
called for Edison to run many functions of the district’s central office and to manage 60 low-
performing schools (Schweiker, 2001; Maranto, 2005). 

Student and community groups reacted strongly against Edison and privatization of the 
school district. Their protests gave Democratic Philadelphia Mayor John Street leverage to 
renegotiate the terms of the takeover. The original plan called for the replacement of the school 
board with a newly established SRC comprising four gubernatorial appointees and one may-
oral appointee. Street negotiated a shifting of one appointee from the governor to the mayor 



6    State Takeover, School Restructuring, Private Management, and Student Achievement in Philadelphia

and struck a deal in which the state would release approximately $75 million to the district 
while the city agreed to release $45 million and approve a $317 million bond issue. 

Against this contentious backdrop, the SRC solicited proposals from other private school 
management organizations to provide alternatives or additions to Edison. For some educators 
and policymakers, the idea of multiple providers was a pragmatic compromise to the vola-
tile political arguments over school funding and accountability that had dominated city-state 
politics for years. 

While national EMOs and local nonprofit organizations were preparing their proposals, 
district staff prepared a plan for an internal district reform model. In spring 2002, the SRC 
selected seven external providers to manage 45 low-achieving schools. The SRC also designated 
21 schools for “restructuring” in accordance with the district’s internally generated model. In 
the view of the SRC, the restructured schools were low performing, but not as low achieving, 
on average, as the 45 assigned to external providers (SRC, 2002), a view confirmed by the 
achievement data, as demonstrated in Chapter Four. The restructured schools were put under 
the control of a newly created Office of Restructured Schools (ORS). 

In July 2002, the SRC hired Paul Vallas, former CEO of the Chicago public schools, to 
take the helm in Philadelphia. Vallas and the SRC demanded that a portion of the state funds 
designated for private providers be distributed more widely to district-run schools and efforts. 
After much debate, an agreement was reached to direct $37.5 million to 86 schools identified 
for special intervention, including the 45 privately managed schools, 21 ORS schools, and 16 
schools identified as low performing but showing improvement (the sweet 16). 

On July 31, 2002, just over a month before the schools were to open for the school 
year, five-year contracts were issued to three for-profit companies (Edison Schools, Victory 
Schools, and Chancellor Beacon Academies) and two nonprofit organizations (Foundations 
and Universal Companies) allotting $650 to $881 per pupil in additional funds. Three-year 
memorandums of understanding were signed with Temple University and the University of 
Pennsylvania for $450 in additional per-pupil funding. (See Table 2.1 for a summary of the pro-
viders, the number of schools assigned to each, and the additional per-pupil funding received 
in the first three years of the diverse provider model.) 

While the university providers received flat funding of $450 per pupil, additional funding 
for other private providers was derived from a formula using three components: (1) a teacher 
differential to provide supplemental funding equal to the total difference between the district’s 
average teacher salary and the actual teacher salaries for that school; (2) a per-pupil equity 
supplement that was calculated on the basis of ensuring a full complement of staff, providing 
on-site coaching and mentoring for teachers, enhancing student support services, and pur-
chasing enhanced classroom materials and technology; and (3) funds needed to cover the fair 
share of EMO administrative costs that would otherwise have been covered by the district. 
The restructured and sweet 16 schools received additional funding under the same formula 
for the first two of these components. Additional funding for restructured schools terminated 
with the dissolution of the ORS at the end of the 2004–2005 school year; sweet 16 schools 
and privately managed schools continued to receive additional funding through 2005–2006, 
as shown in Table 2.1.



The Diverse Provider Model and School Reform in Philadelphia, 2002–2006    7

Table 2.1
Provider Summary

Provider Provider Type

Extra Per-Pupil 
Funds, 

2002–2003 ($)

Extra Per-Pupil 
Funds, 

2005–2006 ($)

Number of 
Schools, 

2002–2003

Number of 
Schools, 

2005–2006

Edison Schools, Inc. For profit 881 750 20 22

Victory Schools, Inc. For profit 857 750 5 6

Chancellor Beacon 
Academies, Inc.

For profit 650 n/a 5 0

Foundations, Inc. Nonprofit 667 750 5 6

Universal Companies, 
Inc.

Nonprofit 656 750 3 3

Temple University University 450 450 5 4

University of 
Pennsylvania

University 450 450 3 2

Office of Restructured 
Schools

District 550 0a 21 0

Sweet 16 District 550 450 16 15

NOTE: n/a = not applicable due to the termination of the contract with Chancellor Beacon Academies after the 
2002–2003 school year.
a Intervention concluded 2004–2005.

The specific method by which schools were assigned to specific providers or to restructur-
ing was not made explicit by the SRC, but the general understanding was that private providers 
were given the lowest-achieving schools in the district, while restructured schools were slightly 
higher achieving. This perception is confirmed by data on student achievement, as we describe 
in the next chapter.

The Diverse Provider Model in Theory and in Practice 

The theoretical literature on the diverse provider model in education, for which Paul Hill is the 
most notable proponent, describes flexible, competitive school marketplaces in which districts 
manage a varied portfolio of schools, providers have wide rein to innovate, and both are held 
accountable for student outcomes by strong contracts and through the availability of meaning-
ful choices for students and parents (Hill, 2002, 2006). It diagnoses urban school failure as the 
result of a lack of sound management practices by district and school leaders, union contracts 
that impose narrow work restrictions, and a rigid professional bureaucracy that eschews inno-
vative practices. As an alternative, Hill proposes a diverse provider model that has the follow-
ing key features (Hill, 2002, 2006):

Districts build portfolios of schools, which may include charter schools, district-run 
schools, and schools managed by external providers with which the district contracts.

•
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Districts select and assign providers based on a match between the strengths of the pro-
viders and the needs of students.
Districts write and monitor provider contracts, which include clear performance indica-
tors and performance measures.
Providers receive fixed per-pupil amounts and have increased budgetary discretion.
Providers, not districts, employ their teachers and principals.
Quality options and meaningful choice exist for students and families. 

The financial and educational viability of a contracting model is not a settled matter (see, 
for example, Lamdin, 2001; Levin, 2002). But research suggests that, if external partnerships 
are to succeed, certain conditions are necessary. Research on the role and contributions of 
external partners in school improvement indicates that the value of the partnership depends in 
large part on the level of relevant knowledge and experience of the outside partner (American 
Institutes for Research and SRI International, 2004; Wasley et al., 2000). Research also shows 
that the quality and collaboration of school district administration matters in making such 
cross-sectoral collaborations work (Cohen, 2001; Berends, Bodilly, and Kirby, 2002). Districts 
must pay close attention to developing a systemwide environment that truly supports school 
partnerships with external organizations. They must remove bureaucratic obstacles, monitor 
performance, ensure that partnerships are sustainable despite turnover of school and district 
administrators, and create a productive tension between centralization and autonomy. Finally, 
research suggests that districts must also get to know each external partner well so that they 
can capitalize on the strengths of each organization and mitigate the weaknesses. The Philadel-
phia model’s likelihood of creating successful and diverse educational options was dependent, 
to a large extent, on the district’s flexibility and vigilance in managing its relationships with 
the private sector. 

In practice, the diverse provider model in Philadelphia departed from the theoretical 
model in several important ways.1

Limited Competition and Choice

Initial competition among private providers was constrained by the fact that few experienced 
organizations applied for contracts with the district. Operationally, competition was further 
constrained by the fact that, although schools had new managers, they kept the same students 
and the same neighborhood attendance zones. The absence of parental choice in selecting 
schools and providers represented a fundamental departure from the theoretical model. Addi-
tionally, there was not meaningful public input into the selection of education providers; fami-
lies and community members had no voice in decisions about which provider would be paired 
with their neighborhood school. 

Constraints of “Thin Management” 

SDP describes its approach to outsourcing as “thin management.” Under thin management, 
schools were not turned over lock, stock, and barrel to providers, as would happen in the ideal 

1 These findings are described in greater depth in Christman, Gold, and Herold (2006).

•

•

•
•
•
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diverse provider model. In response to legal, political, and administrative concerns, the district 
retained responsibility for staffing, facilities management, school safety, food services, the over-
all school calendar, decisions about holiday closures, altering grade configurations, and teacher 
and student codes of conduct. Regional instructional support staff in the district continued to 
provide support to privately managed schools after the management change.

Most importantly, the principals and teachers in provider schools remained district 
employees. Providers had joint authority with the district over the appointment of principals 
in the schools they managed. Departures (voluntary and forced) of popular principals who did 
not want to serve in externally managed schools further increased instability as teacher turn-
over in some schools soared. Teacher transfer rates shot up in schools assigned to Edison (from 
19 percent to 40 percent), Victory (17 percent to 40 percent), and Universal (14 percent to 36 
percent) (Neild, Useem, and Farley, 2005; Spiridakis, 2003).

However, unions representing teachers and principals did not mount a vigorous public 
campaign against privatization, and the providers agreed to honor the district’s union con-
tracts, including provisions for salaries, teacher transfer policies, time allotted for professional 
development and meetings, working conditions, and other rules. Providers also followed the 
district’s highly centralized and cumbersome procedures for hiring new teachers. Not surpris-
ingly, restrictions on providers’ authority created ambiguity and inevitable conflicts about lines 
of authority (Bulkley, Mundell, and Riffer, 2004; Gill et al., 2005).

Strong Influence of Districtwide Initiatives 

Upon his arrival in the summer of 2002, CEO Vallas immediately initiated a series of cen-
tralized reforms designed to improve the performance of the entire district. Vallas modern-
ized efforts to hire and retain qualified teachers, began an ambitious program of school con-
struction and renovation, and pushed vigorously for upgraded curriculum and instruction (see 
Table 2.2 for a summary of the Vallas-SRC reforms that coincided with the emergence of the 
diverse provider model). These districtwide initiatives were accompanied by a balanced budget 
and increases in district revenues and expenditures. While provider schools received extra per-
pupil funds of $450 to $881, there was also an overall increase in districtwide per-pupil spend-
ing of around $1,900 between 2002 and 2005. 

Many of the new initiatives—such as the zero-tolerance discipline policy, intervention or 
assistance teams for low-performing schools, mandated extended-day and summer school for 
poorly performing students, and the dismantling of middle schools in favor of K–8 schools—
applied equally to all schools, including those operated by private providers. The district also 
developed a K–8 core curriculum in English and language arts, mathematics, science, and 
social studies with six-week benchmark tests assessing student mastery in all areas except social 
studies. This curriculum was adopted in some or all subject areas by most providers. A reduc-
tion in class size in early grades was another key reform initiated by the district and was also 
implemented by most of the providers. 
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Table 2.2
Calendar of Initiatives

Initiative School Year Enacted

Zero-tolerance disciplinary policy, including a uniform discipline code and new 
emphasis on placement of disruptive students in alternative disciplinary schools 

2002–2003

Mandatory extended-day and summer school programs 2002–2003

Dramatic increase in teacher recruitment and retention efforts 2002–2003

Districtwide reduced class size for mathematics and literacy instruction, grades K–3 2003–2004 

Expanded preschool programs 2003–2004 

Establishment of districtwide core curriculum, grades K–9 2003–2004 

Introduction of districtwide instructional management system, including benchmark 
assessments, grades 3–9.

2003–2004 

Escalated initiatives to train and support current and aspiring principals 2003–2004 

Initial implementation of plan to create K–8 schools to replace large middle schools 2003–2004 

Expanded site-based hiring of teachers through new collective bargaining agreement 
with Philadelphia Federation of Teachers 

2004–2005

Diversity and Autonomy Within the Diverse Provider Model 

The diverse provider model brought together organizations with different motivations and 
agendas; different capacities, histories, and cultures; and different levels of investment in the 
experiment. Research on alliances between the public and private sectors suggests that the 
distinctive missions and interests of the different economic sectors—public, for-profit, and 
nonprofit—shape their respective contributions to any alliance (Wohlsetter et al., 2004). This 
research notes that effectively managing complex cross-sectoral alliances, such as the diverse 
provider model, poses significant challenges. These challenges are not addressed in the theoret-
ical model proposed by Hill and his colleagues, which posits that school districts’ primary role 
should be to monitor the performance of schools operated by third parties (see Hill, 2006). In 
contrast, the literature about public-private alliances describes the public sector as still a relative 
novice in determining how to make the new systems work (Wohlsetter et al., 2004). 

Three years of qualitative research on a sample of ten schools across all management pro-
viders suggests that thin management and the district’s own initiatives have created an envi-
ronment in which the reforms of the school district shape provider schools as much as or more 
than the demands and initiatives of the individual providers (Christman, Gold, and Herold, 
2006).

In contrast to the theoretical model, Philadelphia’s approach to consumer choice, out-
sourcing, and mandated districtwide initiatives, together with the directives of NCLB, con-
strained provider autonomy. As a result, the education improvement strategies of the providers 
looked more similar than might have been predicted. To illustrate some of the organizational 



The Diverse Provider Model and School Reform in Philadelphia, 2002–2006 11

variation within Philadelphia’s diverse provider model, we provide snapshots of the original 
providers.

For-Profit Education Management Organizations

Edison Schools. Edison Schools is the nation’s largest EMO. At the time that it began 
operations in Philadelphia, it managed approximately 100 schools nationwide (Gill et al., 
2005). Of the EMOs, Edison had the most riding on both its performance and the ultimate 
success of the diverse provider model. It entered the Philadelphia market just as the firm was 
receiving harsh criticism for its performance in other states and on Wall Street. Philadelphia 
became a test case for Edison’s financial and educational viability. 

Edison entered its assigned schools with well-developed literacy and mathematics curri-
cula and a sophisticated system of computer-based benchmark assessments for tracking student 
achievement. Of all the providers, Edison has the most distinct curricula and the most clearly 
defined expectations for principals and other members of school leadership teams. In literacy, 
Edison uses Success for All, a reading curriculum that focuses on phonics, phonemic aware-
ness, vocabulary, and comprehension. For elementary-school students, Edison uses Everyday 
Mathematics, the same curriculum as the district; in the middle grades, it employs a differ-
ent, more traditional mathematics program than the district. All Edison schools have literacy 
curriculum coordinators (fully released from teaching requirements) and mathematics cur-
riculum coordinators (release time varies) who attend monthly professional development with 
Edison’s Philadelphia content experts and provide information and materials to the classroom 
teachers. 

Victory Schools. Victory Schools is a small, privately owned, for-profit school manage-
ment organization with operations in New York and Baltimore. Victory recruited a former 
district employee who had helped design the diverse provider model to head its Philadelphia 
effort during the first year. Since then, Victory’s partnership has been led by a national expert 
in gender-specific approaches to education. In Philadelphia, Victory has made an early literacy 
program and single-sex classrooms its hallmark. Since becoming a manager in the Philadelphia 
system, Victory adopted many elements of the district’s curriculum. Victory also uses Step-Up-
to-Writing, is the only provider with a comprehensive writing program, and introduced a new 
benchmark system during the fall of 2006. Victory’s staff provide professional development for 
teachers and leadership teams at its schools, collect weekly instructional reports from teachers, 
and review online student benchmark data. In addition to the support provided directly by 
Victory, its schools have been restructured into multigrade academies designed to foster learn-
ing communities for both students and staff. Victory is also the only provider that has pursued 
single-sex classrooms and schools.

Chancellor Beacon Academies. At the time of the state takeover, Chancellor Beacon Acad-
emies was the nation’s second-largest privately owned, for-profit EMO, but it was far behind 
Edison in the number of schools it managed. The district canceled its contract with Chancellor 
Beacon Academies after the first year based on reports by school staff that the group was not 
developing a strong presence in the schools. 
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Nonprofit Providers 

Foundations. Foundations designs and runs after-school programs across the country 
and provides technical assistance to charter schools. Of all the providers, Foundations had 
the most knowledge of the district and its operations. The organization’s founder, Rhonda 
Lauer, is a former associate superintendent in Philadelphia, and many of its staff members are 
former employees of the district. Foundations views its involvement with the school district 
as supportive of the community development work of influential State Representative Dwight 
Evans, a strong proponent of charter schools and state takeover, with whom it had worked on 
other projects. Foundations schools used the district’s literacy and mathematics curricula and 
implemented the core curricula and benchmarks when they became available. In contrast to 
most other providers, which put some emphasis on developing school-based content leaders, 
Foundations curricular coaches rotate among the Foundations schools. Other notable aspects 
of the Foundations program are Success Maker, a computer-based program in which students 
move through a series of math and literacy exercises at their own rate of progress, and an 
“advocate” program that provides the lowest-performing students with additional individual-
ized attention. 

Universal Companies. Universal Companies is a community development corporation 
founded and led by rhythm-and-blues music mogul Kenny Gamble. Universal Companies 
embraced the management of local schools as part of an overall effort to spark neighborhood 
improvement. It brought a deep knowledge of the local community and a strong web of rela-
tionships to its work with the schools. However, Universal Companies had limited school 
management experience and needed to build a staff that could lead its educational efforts. 
Janice Butler, a former Philadelphia district administrator, became the executive vice president 
of education at Universal Companies. Retired Philadelphia teachers and principals serve as 
consultants and coaches in the Universal schools. In its overall approach to school improve-
ment, Universal Companies most resembles the school district. It adopted the district’s core 
curriculum and encourages schools to follow the curriculum closely. Likewise, its use of the 
district’s benchmark assessment system is central to its strategy for improving student achieve-
ment. In addition, Universal schools participate in the 100 Book Challenge, a program designed 
to encourage students’ independent reading that involves activities in both the classroom and 
at home. Universal’s Homelinks provides parents and guardians with training and materials to 
help their children with homework assignments that are aligned with the Pennsylvania System 
of Student Assessment (PSSA) tests.

University Providers 

As powerful stakeholders in their neighborhoods, two local universities joined in Philadel-
phia’s public schools experiment. Temple University, a state-assisted university in North 
Philadelphia, and the University of Pennsylvania, a private research university in West Phila-
delphia, have historical connections to schools in their immediate neighborhoods and view 
their involvement with the diverse provider model as congruent with goals of community 
revitalization. Both use neighborhood schools as laboratories for training student teachers and 
providing research and development opportunities for faculty. In contrast to the for-profit pro-
viders, the University of Pennsylvania and Temple University are considerably less invested in 
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the diverse provider model as a strategy for urban school reform. They describe their role more 
in terms of service provision—curriculum development, professional development for teachers 
and administrators, tutoring for students—than as school managers. As a result, they sought 
less management authority than did other providers. 

Temple University. The leading supplier of Philadelphia teachers, Temple aims to raise 
student achievement in its partnership schools by improving the quality of instruction in read-
ing and math. The university developed the Temple Literacy Framework as a central element 
of its improvement effort. Like the district’s literacy curriculum, the Temple framework uses a 
“balanced approach” to literacy that incorporates both phonics and “whole language” strate-
gies, but the Temple program insists that students work at their instructional level rather than 
at their grade level in all phonics and reading activities. Temple Partnership schools use the dis-
trict’s core curriculum in other subject areas. Temple staff and consultants from nearby Drexel 
University’s Math Forum—a leading provider of math learning and teaching resources—
provide in-depth professional development and classroom coaching in mathematics, and stu-
dents receive the forum’s online math problem of the week. Teachers have access to courses in 
literacy and math education at Temple. Acting on the belief that healthy children learn best, 
Temple also runs Surroundcare, with university faculty and students in medicine, nursing, 
social work, and counseling psychology providing services in the schools. 

University of Pennsylvania. The University of Pennsylvania’s approach to school improve-
ment emphasizes the importance of teacher leadership and a strong professional community in 
which there are high expectations for teachers’ continuing education. Teachers in its partner 
schools signed an agreement to participate in at least 80 hours of professional development per 
year. Penn schools use the district’s core curriculum, though the university developed extensive 
supplementary materials for literacy instruction. University staff provide on-site support, meet-
ing regularly with school-based teacher leaders and leading grade group meetings; modeling 
lessons; and leading and contributing to group meetings, professional development sessions, 
and study groups of teachers. Much of its work is focused on the use of formal and informal 
assessments of student learning that can show teachers what content their students have mas-
tered and where they continue to struggle. 

Restructured Schools 

The district also designated 21 schools (17 elementary and four middle schools) as “restruc-
tured.” These low-performing schools were subject to district-developed interventions under 
the supervision of a newly created ORS. For these 21 schools, the district expended an addi-
tional $550 per pupil. By using the restructured schools to pilot district-designed interventions, 
the district, in effect, created a comparison group against which the success of the external 
providers could be measured.

The intervention in the restructured schools began in the summer of 2002 with inten-
sive professional development for their principals and leadership teams. That fall, the restruc-
tured schools were the first in the district to implement the newly developed core curriculum 
in literacy and mathematics, as well as the first to use the district’s bimonthly benchmarks. 
The ORS also stressed the use of other assessments to monitor student growth in reading. 
Every ORS school was assigned an assistant principal and one or more rotating coaches who 



14    State Takeover, School Restructuring, Private Management, and Student Achievement in Philadelphia

worked with teachers and leadership teams to use data for school improvement. In addition, 
teachers in ORS schools initially received monthly professional development during school 
hours; mathematics and literacy leaders also participated in professional development provided 
by regional content coaches.

In sum, restructuring in Philadelphia involved a focused educational program supported 
by a new diagnostic assessment system and several types of central and school-based profes-
sional development. This contrasts with restructuring as contemplated by NCLB, which antic-
ipates “significant changes in the school’s staffing and governance” that might involve whole-
sale replacement of staff and programs, converting the school to a charter school, or allowing 
a private manager to take over (NCLB, 2002). Most of Philadelphia’s restructured schools did 
not experience large-scale changes in teachers or principals, unlike the kinds of “reconstitu-
tions” that appear to have been the model for restructuring under NCLB (see, for example, 
Rice and Malen, 2003; Rice and Croninger, 2005). The restructured schools in Philadelphia 
therefore represent an important treatment to examine in contrast to privately managed and 
sweet 16 schools, but they do not represent a clear test of the more aggressive intervention of 
restructuring under NCLB.

Table 2.3 presents a timeline of the events leading up to the state takeover and implemen-
tation of the diverse providers model in the Philadelphia public schools.

Table 2.3
Timeline of State Takeover and Private Management in Philadelphia

Year Event

1993 State freezes school funding formula 

1995 New Superintendent Hornbeck begins Children Achieving reform
Newly elected Republican Governor Ridge starts first of three major (unsuccessful) pushes for school 
voucher programs 

1997 District, city, and community leaders file a lawsuit against the state contending that Pennsylvania 
does not provide a “thorough and efficient” education 

1998 Hornbeck and city leaders “draw a line in the sand,” refuse to cut more programs—threatening to 
adopt an unbalanced budget

District, city, and community leaders file a federal civil-rights suit against the state, arguing that 
the state’s funding practices discriminate against school districts with large numbers of nonwhite 
students

Pennsylvania legislature responds by passing Act 46, a state takeover law aimed specifically at 
Philadelphia 

1999 School district presents budget to city council with projected $94 million deficit for 1999–2000 
school year, refuses to make further cuts

Heated mayoral race with education as a central issue

2000 New mayor, John Street, selects new school board, appoints the city’s first secretary of education 
Pennsylvania legislature passes and Governor Ridge signs Act 16—the Education Empowerment Act—
a state reform and “takeover” bill affecting 11 school districts

State takeover is averted through a financial settlement reached between SDP and the state 
Still facing a deficit, the school board cuts the budget and Superintendent Hornbeck resigns in protest 
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Table 2.3—Continued

Year Event

2001 School board adopts budget with $216 million deficit, creating a new fiscal crisis with state takeover 
of the district possible

Governor Ridge hires Edison Schools, for $2.7 million, to make recommendations for state takeover
Ongoing student and community protests against privatization of schools
Governor Ridge joins the Bush administration as director of U.S. Department of Homeland Security
Lieutenant Governor Schweiker becomes governor and presents takeover plan drawn heavily from 
Edison report calling for private management of up to 60 schools

Strong community opposition prompts Governor Schweiker to negotiate a new plan; the state 
takeover becomes a “friendly takeover” negotiated between Mayor Street and Governor Schweiker, 
includes additional funds; agreement promises $75 million from the state and $45 million from the 
city for Philadelphia schools 

City agrees to put a hold on the federal civil rights suit against the state charging discrimination. 
Five-member SRC appointed to replace school board (three gubernatorial and two mayoral 
appointees) 

2002 Public opposition to Edison’s extensive role in proposed reforms continues 
SRC calls for an open process to select diverse providers and invites applications
SRC chooses seven providers to manage 46 low-performing schools, giving each provider $450–$881
in additional funds per pupil, beginning the diverse provider model

Paul Vallas hired as SRC CEO
District creates ORS to manage 21 schools; contracts with providers are finalized
Vallas halts discussion of Edison assuming $18 million role as lead consultant to the district’s central 
office

Twenty-two schools meet all NCLB-mandated adequate yearly progress (AYP) targets. 

2003 For 2004, Vallas implements core curricula in math and literacy with increased instructional blocks 
SRC terminates contract of one provider; affected schools redistributed to three other providers 
District creates Office of Development to serve as single point of contact for providers 
Fifty-eight schools meet all of their NCLB-mandated AYP targets 

2004 SRC publishes Declaration of Education, a blueprint of district goals to be reached by 2008 
Pennsylvania relaxes criteria for meeting some AYP targets during 2003–2004; 160 schools meet all 
of their NCLB-mandated AYP targets (30 of which would not have met their targets without these 
relaxed criteria)

2005 District announces pairing of 12 high schools with private “transition managers” to assist with their 
conversion into smaller schools 

District disbands ORS and assigns schools to regions 
SRC announces that Edison will manage two more schools 
After six years of failing to meet AYP, 11 schools are assigned to the newly created CEO region, 
where they will get intensive intervention 

Use of the private sector expands to high schools: Microsoft Corporation, the Franklin Institute, the 
National Constitution Center, and others are engaged as partners to develop new high schools 

Performance targets rise as scheduled, and 132 schools meet all NCLB-mandated AYP targets
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CHAPTER THREE

Districtwide Achievement Trends in Philadelphia

Because the diverse provider model is just one of a wide range of interventions initiated since 
the SRC took control of the district in 2002, an assessment of whether this model produced 
differential effects on student achievement must be accompanied by an understanding of 
achievement trends across Philadelphia as a whole. For example, one possible effect of bring-
ing in private providers to manage some of Philadelphia’s lowest-achieving schools was that 
it may have created additional pressure for improvement in district-managed schools, even 
though creating competitive pressure was not an explicit aim in Philadelphia; if so, examining 
within-district achievement differences while ignoring districtwide trends could underestimate 
the effects of private management. We therefore begin with an examination of achievement 
trajectories for schools across Philadelphia since the state takeover. This analysis can provide 
contextual information on districtwide results during the period of SRC management, but it 
cannot tell us whether any particular component of the reform (including the diverse provider 
model) is responsible for observed changes in achievement. 

Descriptive Achievement Trends in Philadelphia 

The proportion of students achieving proficiency in reading and math has increased substan-
tially in Philadelphia in the years since the state takeover, according to the state achievement 
test (the PSSA). Table 3.1 shows the trends in the percentage of students reaching proficiency 
in fifth- and eighth-grade reading and math from spring 2002 to spring 2006 throughout 
SDP. We use fifth- and eighth-grade reading and math proficiency levels because these two 
grades were tested consistently in both subjects across the time horizon of the study.1 From 
the 2001–2002 school year to the 2005–2006 school year, an additional 10.9 percent and 22.7 
percent of students reached proficiency in fifth-grade reading and math, respectively. Similarly, 
an additional 20.4 percent and 19.1 percent of students reached proficiency in eighth-grade 
reading and math, respectively.

1 Until the 2002–2003 school year, students were tested in math and reading in grades five, eight, and 11 only. We omit 

eleventh-grade scores because the interventions of interest did not include high schools.
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Table 3.1
Percentage of Philadelphia Students Achieving Proficiency on the 
PSSA, 2002–2006

Year

Percentage Achieving Proficiency

5th-Grade
Reading

8th-Grade
Reading

5th-Grade 
Math

8th-Grade 
Math

2002 20.8 24.1 18.7 17.9

2003 23.4 30.4 23.1 19.7

2004 31.6 41.2 30.7 30.9

2005 35.1 39.6 45.8 39.4

2006 31.7 44.5 41.4 37.0

The districtwide improvements in student achievement in Philadelphia reflected in Table 
3.1 have been widely reported. Whether those improvements exceed the gains of similar schools 
elsewhere in Pennsylvania and whether they can be attributed to the interventions implemented 
by the SRC since 2002 are harder questions. It is impossible to answer these questions defini-
tively because Philadelphia is unique among Pennsylvania school districts: Other schools in the 
state are only imperfectly comparable to Philadelphia schools. Nonetheless, in the remainder of 
this chapter we aim to provide tentative answers to these questions with a statistical analysis 
of the statewide, school-level proficiency data that attempts to account for underlying differ-
ences between Philadelphia and the rest of the state. Although the analysis cannot provide 
definitive causal inferences about the effects of Philadelphia’s districtwide reforms, it can at 
minimum provide a useful context for interpreting the results of the analyses of student-level 
achievement impacts of Philadelphia’s diverse providers in the next chapter.

Districtwide Trend Analysis Approach 

We gauge the impact of the SRC’s interventions on districtwide achievement using a regression 
model that controls for school characteristics. Ideally, this type of analysis would include indi-
vidual student achievement test scores in consecutive grades across the state. Using individual 
data allows researchers to examine the performance of the same students over time, eliminat-
ing potential biases related to systematic changes in student populations (Hanushek, Rivkin, 
and Taylor, 1996). But longitudinal student-level data are unavailable on a statewide basis in 
Pennsylvania. Until 2006, the state of Pennsylvania did not test students in successive grades; 
moreover, the state is only now in the process of developing a longitudinal database that will 
link achievement results of individual students from grade to grade. Consequently, for the 
statewide analysis, we rely upon trends in PSSA proficiency results in fifth- and eighth-grade 
reading and math from 2000–2001 through 2005–2006.2

2 We had hoped to use average PSSA scaled scores for this analysis because they are more sensitive to changes at all points 

in the achievement distribution and because they are less likely to be plagued by floor effects. But PSSA scaled scores were 
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The analysis compares the average achievement of Philadelphia schools prior to the state 
takeover relative to their average achievement in each year after the takeover. Using a school 
fixed-effects approach, it controls for school characteristics, measured and unmeasured, that 
make schools more likely to be chronically low or high performing, including student demo-
graphics, parental support, and the quality of facilities and teachers (to the extent that those 
factors are constant over the period under examination). In addition, we control for changes 
over time in the percentage of African-American, Hispanic, and white students that a school 
serves. The analysis approach is formally specified as follows:

A P xst st st j t st ,

where Ast is a measure of the achievement of the sth school in the tth year; Pst is a vector of 
dichotomous variables indicating whether a school is in SDP and if it is in the first, second, 
third, or fourth year of reform; 3 x st is a vector of time-varying school characteristics including 
racial or ethnic makeup for each school;4

j  captures school fixed effects; 
t

captures state-
wide trends in test scores; and  is the random disturbance term.5 We examine effects sepa-
rately for math and reading.

Prior to the state takeover, Philadelphia’s average PSSA scores were far below those of most 
schools in the rest of the state: 2002 proficiency percentages in grades five and eight ranged 
from 18 to 24 percent in Philadelphia, while statewide averages ranged from 51 to 60 percent. 
It is possible that, across the state, schools with lower initial scores had different achievement 
trajectories from other schools. In particular, proficiency percentages were so low in many 
Philadelphia schools that they could hardly decline much further. To compare schools that 
were similarly low achieving in Philadelphia and outside of Philadelphia, our analysis includes 
only schools that were in the lowest quartile of schools statewide (for each test separately) for 
two years prior to the reform (i.e., the 2000–2001 and 2001–2002 school years). 

To reduce the likelihood of selecting schools that had one bad year due to random fluc-
tuation in test results, we include schools that were in the lowest quartile for two consecu-
tive years. In any particular year, many of the schools in the lowest quartile of the achieve-
ment distribution in the state have scores that reflect random variation—one bad year—rather 
than chronically low achievement. Such schools are likely to revert to their typical—higher—
achievement levels in subsequent years. In contrast, many of Philadelphia’s schools were chron-
ically low achieving. Comparing their subsequent trends to those of schools with one bad year 

unavailable for 2005 and 2006. We ran an analysis using PSSA scaled scores for results through spring 2004, and they were 

generally consistent with the results for proficiency levels.

3 Therefore, the effect of the reform effort is identified by the switching status of Philadelphia schools from pre-reform 

years to first, second, third, or fourth year of the reform. 

4 The interaction of race/ethnicity and year allows for the possibility that changing racial/ethnic characteristics could have 

different effects over time. 

5 Because school observations within districts may not be independent, the analysis clusters schools in districts to create 

robust standard errors. 

(3.1)
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could therefore underestimate any improvement in Philadelphia. Selecting a comparison group 
of schools based on two years of scores substantially reduces this problem. 

Most of Philadelphia’s elementary and middle schools had proficiency levels that fell in 
the lowest quartile statewide in 2001 and 2002:

In fifth-grade reading, 83 percent of Philadelphia’s schools were in the lowest quartile 
statewide in 2001 and 2002.
In fifth-grade math, 79 percent of Philadelphia’s schools were in the lowest quartile state-
wide in 2001 and 2002.
In eighth-grade reading, 72 percent of Philadelphia’s schools were in the lowest quartile 
statewide in 2001 and 2002.
In eighth-grade math, 65 percent of Philadelphia’s schools were in the lowest quartile 
statewide in 2001 and 2002.

In short, examining the schools in the lowest quartile of the achievement distribution 
statewide allows us to include the majority of Philadelphia’s schools while restricting the com-
parison group of schools to those that, likewise, had low initial proficiency rates.

Districtwide Achievement Results 

In the first year after the state takeover, achievement trajectories in Philadelphia’s low-achiev-
ing schools (i.e., those that had been in the bottom quartile of the state’s achievement distri-
bution in both 2001 and 2002) were indistinguishable from the trajectories of low-achieving 
schools elsewhere in the state. After two years (i.e., in spring 2004), Philadelphia’s low-
quartile middle schools had surpassed the gains of low-quartile schools outside of Philadelphia. 
In spring 2005, three years after the state takeover, Philadelphia’s low-quartile schools had 
outgained low-achieving schools elsewhere in the state in both reading and math at both the 
elementary (fifth-grade) and middle-school (eighth-grade) levels. The Philadelphia advantage 
as of spring 2005 was significant and substantial, ranging from 6 to 10 percentage points in 
terms of the proportion of students achieving proficiency.

But the Philadelphia advantage almost disappeared in spring 2006. When examining net 
improvements over the four-year period since the state takeover of the district, Philadelphia’s 
low-quartile schools outgained low-quartile comparison schools by a statistically significant 
margin only in eighth-grade reading. In fifth-grade reading, fifth-grade math, and eighth-
grade math, the 2006 results for Philadelphia’s low-quartile schools, as compared with pre-
takeover baseline scores, were indistinguishable from the results of low-quartile schools else-
where in Pennsylvania, as shown in Table 3.2. 

•

•

•

•
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Table 3.2
Achievement Differences for Philadelphia Versus the Rest of the State, 
Among Schools in the Lowest Quartile of the State’s Achievement Distribution 
in 2001 and 2002

Year

Math
Coefficient
(t-statistic)

Reading
Coefficient
(t-statistic)

Grade 5

One-year effect (2003) –2.81
(–1.64)

–1.52
(–1.70)

Two-year effect (2004) 1.39
(0.83)

0.72
(0.47)

Three-year effect (2005) 7.88*
(2.64)

6.16*
(4.73)

Four-year effect (2006) 2.65
(0.97)

2.58
(1.86)

Number of observations 1,753 1,834

Grade 8

One-year effect (2003) –1.40
(-0.85)

2.44
(1.92)

Two-year effect (2004) 8.59*
(5.34)

9.70*
(5.29)

Three-year effect (2005) 9.25*
(5.58)

9.89*
(4.71)

Four-year effect (2006) 2.71
(1.09)

5.18*
(2.85)

Number of observations 871 872

NOTE: Effects reported in terms of PSSA percentage-proficient differences. * =  statistically 
significant at the 5-percent level.

In sum, Philadelphia has seen substantial districtwide gains in the proportion of stu-
dents achieving proficiency since the 2002 state takeover. But after four years, the gains of its 
low-achieving schools (constituting most of the schools in the district) have generally not 
exceeded the gains of low-achieving schools elsewhere in Pennsylvania. The reasons why Phil-
adelphia’s consistent advantage over comparison schools in 2005 largely vanished in 2006 are 
worthy of further inquiry.
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CHAPTER FOUR

Diverse Providers and Student Achievement

We now turn our attention to the diverse provider model. Specifically, we examine how the 
change in management affected the achievement of students in the privately managed, restruc-
tured, and sweet 16 schools, as well as any differences in achievement among different privately 
managed schools. This analysis relies on longitudinal student-level achievement data for stu-
dents in grades 2–8 within SDP (comparable data are not available for the rest of the state).1

Several studies have attempted to gauge the achievement effects of the private manage-
ment of schools in other locations around the country. A 2003 U.S. General Accounting Office 
report examined student achievement in schools under private management in six major urban 
districts, finding mixed results (GAO, 2003). Other studies have focused specifically on Edison 
schools, because Edison has been the largest private manager of public schools across the coun-
try as well as in Philadelphia. Again, findings have been mixed (see Gomez and Shay, 2000; 
Miron and Applegate, 2000; AFT, 1998; Nelson, 2000; Nelson and Van Meter, 2003; Hoxby, 
2003; Dryden, 2004; Gill et al., 2005). The largest and most ambitious evaluation of Edison, 
published by RAND (Gill et al., 2005), found that its schools did not, on average, exceed the 
achievement gains of comparison schools in the first three years of Edison operation, but that 
a majority of Edison schools matched or exceeded the gains of comparison schools after four 
to five years of operation.

One previous study has used longitudinal student-level data to examine achievement dif-
ferences among schools with different managers in Philadelphia. MacIver and MacIver (2006) 
examined achievement gains from fifth grade to eighth grade in middle schools and K–8 
schools in Philadelphia by eighth-graders in 2003, 2004, and 2005. They divided the external 
providers into two groups: Edison and all others. They found no statistically significant differ-
ences between the achievement gains of Edison middle-school students and district middle-
school students in any of the three cohorts, but district middle-school students outgained 
students in middle schools operated by other external providers in all three cohorts. Results 
for K–8 schools were mixed, depending on provider types (and they typically had only small 
numbers of students in relevant comparisons), but likewise suggested that, in most instances, 
students in district-managed K–8 schools were gaining at least as much from grade five to 
grade eight as were students in the externally managed schools. Although this analysis provides 
useful information about the current effectiveness of schools operating under different treat-

1 High school grades were excluded.
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ments in Philadelphia, it does not address how the treatments changed the effectiveness of the 
schools, which is the policy question of interest here.

Analytic Approach 

Longitudinal student-level data permit the use of a quasi-experimental analysis that examines 
the relative achievement of students in “treated” schools before and after the management 
change, comparing their trends with the trends of other students in Philadelphia. This student 
fixed-effects approach allows each student to serve as his or her own control, thereby factor-
ing out characteristics of students that may affect student achievement results (as long as those 
characteristics do not vary over time) and permitting stronger causal inferences about the 
effects of school management changes. This approach is often used by researchers to control 
for selection bias (see Wooldridge, 2001), and it has been used specifically in studies of char-
ter schools (see Booker et al., forthcoming; Bifulco and Ladd, 2006; Sass, 2006; Zimmer and 
Buddin, 2006; Hanushek et al., 2005; and Zimmer et al., 2003). 

Analysis of longitudinal data can control for unobservable differences among schools as 
well as among students (again, to the extent that those unobservable differences do not vary 
over time). In Philadelphia, this is particularly important because schools were not randomly 
selected, but instead were chosen because they had chronically low achievement levels. A direct 
comparison to other schools in the district could therefore produce misleading results. The 
longitudinal data allow us to address selection bias at the school level by comparing schools 
to themselves via the use of a school fixed effect: They are compared to other schools in the 
district only as a second-order difference, after first comparing their own results pre- and 
post-treatment. 

To incorporate student and school fixed effects simultaneously, we ran a model with a 
combined student and school fixed effect known as a “spell” effect, which represents each 
unique student-school combination. Each student’s time of enrollment in a particular school is 
viewed as a “spell.” Treatment effects are estimated by comparing the achievement of the same 
students in the same schools during the treatment period and the nontreatment period. There-
fore, if there were unobservable characteristics of these schools that made them low performing 
prior to treatment, and, if these characteristics persisted after treatment, these characteristics 
would be factored out because we are looking at the same students and schools before and after 
treatment. 

The analysis of the effects of different types of school-level treatment (external managers, 
restructured, sweet 16) on student achievement levels is captured by the following equation: 

A PM R Sjt jt jt jt j gt jt ,

where Ajt  is a measure of the achievement of the jth student in the tth year; PM jt , R jt ,  and 
S jt  are indicators of whether student j in year t attended a privately managed, restructured, or 
sweet 16 school in the first, second, third, and fourth year of treatment; j  captures unique 

(4.1)
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student or school fixed effects; 
gt

 captures grade-by-year fixed effects; and  is the random 
disturbance term.2

The measure of achievement, Ajt , is not an absolute measure, but rather a student’s 
normalized rank among all students taking the same test in that subject and grade in 
Philadelphia. In the period under examination (2000–2001 through 2005–2006), students 
in Philadelphia took three different kinds of annual achievement tests in reading and math, 
varying with the school year and grade. Consequently, we have no consistent scale on which 
to gauge absolute changes in student achievement over time. We therefore converted all scaled 
test-score results into rank-based z-scores, by year and grade, with a mean of zero and a stan-
dard deviation of one. Specifically, we sorted all student scores by rank and converted them 
to z-scores normed across the entire districtwide population of tested students in that subject 
and grade. This conversion does not require that students have the same rank on one test as on 
another, but it assumes that differences in the distribution of students on different tests are not 
correlated with the treatment of interest.3 Random differences in student ranks across different 
tests would introduce noise, but not bias, to the analysis.

We cannot make claims about the absolute amount of learning in one school or another—
there is no common, developmentally valid scale across the three tests used in the district over 
the period of interest. Converting the scores to a common scale is essential to examine changes 
in the achievement of individual students over time. Using a method that involves the stan-
dardized scaling of student ranks across the district permits an assessment of achievement 
effects with fewer assumptions than would be needed under other kinds of scaling.4

The second set of analyses also uses Equation 4.1, but subdivides privately managed 
schools into those managed by for-profit firms, universities, and other nonprofit organizations 
to assess whether different types of operators produce differential achievement effects. We fur-
ther examine the effects of each individual provider separately—though caution is warranted 
when interpreting results for individual providers, for reasons discussed later. 

A third set of analyses expands Equation 4.1 to include an interaction between demo-
graphic categories and attendance in diverse provider schools to examine whether the perfor-
mance of different managers varies for different kinds of students. Demographic categories 
examined include race/ethnicity, gender, special education (or individualized education pro-
gram [IEP]) status, and limited English proficiency (LEP).

Our analysis examines trends over time for the first four years of the operation of the 
diverse provider model. Existing research on educational management organizations (includ-
ing RAND’s analysis of Edison schools in Gill et al., 2005), charter schools, and comprehen-
sive reforms has suggested that student achievement effects may become evident only after 
several years following implementation (Slavin et al., 1994; Ross, Nunnery, and Smith, 1996; 

2 Because individual student observations within schools may not be independent, we ran the analysis by clustering stu-

dents by schools to create robust standard errors.

3 The within-student correlations of Terra Nova and PSSA results were 0.71 in reading and 0.67 in math, which is con-

sistent with other research that has combined test scores (see May, Supovitz, and Perda, 2004).

4 For further discussion of the use of rank-based z-scores, see Gill et al. (2005).
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Catterall, 1995; Sass, 2006; Booker et al., forthcoming; Bifulco and Ladd, 2006; Hanushek 
et al., 2005; Zhang, Shkolnik, and Fashola, 2005). Consequently, it is important to examine 
whether trends in achievement effects are evident over time and to distinguish one-year effects 
from four-year effects rather than combining them in a crude average.

Distinguishing between effects observed after one year, two years, three years, and four 
years involves interpreting each year after the state takeover as a separate treatment in the 
model. Because each year is viewed as a separate treatment, the model makes use of informa-
tion on a larger number of students than would otherwise be included. A spell fixed-effect 
model that did not distinguish years would include only students who were enrolled in the 
school (in tested grades) both before and after the initiation of the intervention in 2002. By 
2006, the sample sizes would shrink dramatically because most of the students enrolled in any 
particular school in 2006 were not enrolled in tested grades in the same school in 2002. An 
estimate that did not distinguish years of treatment would be very heavily weighted toward the 
first years of implementation.

By separating each year into its own treatment category, however, the model makes use of 
information on students enrolled in the school (in tested grades) for a minimum of two years 
after 2002. Algebraically, the model expressed in Equation 4.1 assumes that the net four-year 
effect of a treatment represents not only the measured effect for students enrolled in the school 
for the entire period, but also the following:

the effect observed for three years (2002–2005) for students enrolled during that period, 
plus the one-year effect for students enrolled from 2005 to 2006
the effect observed for two years (2002–2004) for students enrolled during that period, 
plus the two-year effect for students enrolled from 2004 to 2006
the effect observed for one year (2002–2003) for students enrolled during that period, 
plus the three-year effect for students enrolled from 2003 to 2006.

Because each of these sums represents the first four years of the school’s treatment, the 
model assumes that they are equivalent and calculates an effect that averages them.

In short, with separate treatment indicators for each year, the spell fixed-effect model 
assumes that achievement effects are transitive. It assumes that the four-year effect for a student 
enrolled for the entire period (2002–2006) should be equivalent, for example, to the sum of 
the effects observed for students enrolled during the first two years (2002–2004) and for stu-
dents enrolled during the last two years (2004–2006).

Admittedly, this is a fairly strong assumption. We therefore conducted sensitivity tests 
in which the students contributing to effect estimates were limited to only those who were 
enrolled in the school both before and after treatment. These tests had far less statistical power 
(especially in the fourth year), but the point estimates (not presented here), while rarely achiev-
ing statistical significance, were generally consistent with those in our primary analyses, pro-
viding no evidence that our assumption of transitivity was false. Nonetheless, the fact that

•

•

•
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student populations inevitably change over time, as students move out of their original schools 
and into others, inevitably means that we must have less confidence in the estimates for peri-
ods that are further from the beginning of the intervention. This should be considered when 
interpreting the results of this research.

Some schools ceased or changed treatments between 2002 and 2006—a fact that com-
plicates the interpretation of the year of implementation. For example, the Chancellor Beacon 
contract was canceled after the first year, and Chancellor Beacon lost all of the schools under 
its management. Later, treatments were terminated for the restructured and sweet 16 schools: 
At the conclusion of the 2004–2005 school year, the ORS was disbanded and the additional 
funding was discontinued for restructured and sweet 16 schools. At the same time, two Temple 
University schools were closed and Edison was given two additional (formerly restructured) 
schools to manage. A few other individual schools changed management at different points as 
well. (All of the changes are documented in Herold and Riffer, 2005.)

For schools entering new treatments subsequent to 2002, we start the implementation 
clock at the beginning of the new treatment. Thus, for example, the two schools added to 
Edison’s portfolio in 2005–2006 are included in the estimate of first-year (not fourth-year) 
treatment effects for Edison specifically and for private managers generally.

In contrast, schools exiting a treatment prior to 2006 are retained in the treatment group 
through 2006 for analysis purposes. From a policy perspective, we believe that this is the 
appropriate method. Policymakers who are considering an educational intervention need to 
know the long-term effects of adopting that intervention, accounting for the likelihood that 
not all schools will continue the intervention. Excluding the period after the conclusion of the 
intervention could bias the results: Schools that drop the intervention may be those that were 
not doing well with it. Moreover, initiating and stopping an intervention may have transitional 
costs that should be incorporated in the estimate of the net effect of the intervention. Finally, 
policymakers might reasonably expect these interventions to produce increases in capacity in 
schools and their staffs that would create benefits that can be sustained after the conclusion of 
the intervention. Indeed, an analysis that removes schools from treatment status at the conclu-
sion of the formal treatment would implicitly assume that effects are confined to the treatment 
period.

For all of these reasons, our analysis permanently assigns schools to their initial treatment 
group for all subsequent years, regardless of whether the schools remain in treatment.5 This 
approach is directly analogous to an “intent-to-treat” analysis in medical research, in which 
subjects assigned to a treatment are deemed to remain in the treatment condition for analytic 
purposes even if they discontinue the treatment (see, for example, Lee et al., 1991; Rubin, 
1992). In interpreting the results, it is important to keep this in mind. Fourth-year results for 
restructured schools, for example, are results for the year following the official conclusion of 
the intervention. 

5 This implies that a small number of schools are classified as participating in two different treatments in the same year. 

The two schools that moved from restructuring to Edison, for example, are classified, in 2005–2006, as in their first year 

with Edison and in their fourth year of restructuring.
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Data

SDP provided longitudinal student-level achievement data for the 2000–2001 through 2005–
2006 school years. These data permit the observation of students and schools for up to two 
years prior to the initiation of the various interventions and up to four years after the interven-
tions began. Included in the data is an identifier to track each student over time, his or her 
test scores, race/ethnicity, and special education/IEP and LEP status, and an identifier for the 
school each student attended.

We created an indicator variable for each external provider (i.e., Chancellor Beacon, 
Edison, Foundations, University of Pennsylvania, Temple University, Universal, and Victory) 
and management type (i.e., privately managed, district restructured, and sweet 16 schools) for 
each year based on information provided by the district. 

The student-level achievement data include the following test results:

PSSA test scores in math and reading for grades 5 and 8, annually, beginning in spring 
2001, and grades 3 through 8 in spring 2006
Stanford 9 test scores in math and reading in grades 3, 4, and 7 in spring 2001 and spring 
20026

Terra Nova scores in math and reading in grades 2 through 8, annually, in the spring of 
2003 through the spring of 2005, and in grades 1 and 2 in spring 2006.7

Prior Achievement in Treated Schools 

All of the schools analyzed here—whether externally managed, restructured, or sweet 16—
were low-achieving schools prior to the district’s interventions. It is generally agreed that the 
schools assigned to external providers were the lowest-achieving schools within the district, an 
impression confirmed in the achievement data from the period preceding the state takeover. 
Figure 4.1 shows the average achievement of each of the three groups, in z-scores, where the 
districtwide average is zero and the standard deviation is one. All groups of treated schools had 
scores below districtwide averages, but the restructured schools’ scores were substantially lower 
than those of the sweet 16, and the privately managed schools’ scores were lower still. Figure 
4.2 shows the average test scores of the various types of privately managed schools, suggesting 
that Chancellor Beacon, Edison, and Victory were given the lowest-achieving schools.

The key question is whether this achievement analysis can account for the difference in 
the quality of schools prior to treatment across the various providers. The spell-effects approach

6 In the spring of 2002, Stanford 9 data are limited to about one-fifth of the district’s total population of fourth-grade 

students. This is because the district gave the fourth-grade test only to K–4 schools and not to K–5 or K–8 schools in that 

year. 

7 In cases in which we have both a PSSA test score and a Terra Nova test score for individual students in the same year, we 

use the Terra Nova test score because students were more consistently tested using the Terra Nova than the PSSA over the 

time frame of the study.

•

•

•



Diverse Providers and Student Achievement    29

Figure 4.1
2002 Pretreatment Achievement Levels of Different School Groups
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accounts for differences in achievement levels prior to the treatment year because it tracks 
the achievement of a consistent set of students before and after each treatment year begins. 
Students are measured against themselves, in the same schools; if their achievement levels show 
improvements for each year under management (relative to improvements shown by other stu-
dents), we will detect a positive effect of the management change. 

Still, it is possible that schools were producing different gains in student achievement prior 
to the treatment. This would be more problematic because our research approach relies on 
an analysis of achievement levels rather than annual gains. If the privately managed, restruc-
tured, or sweet 16 schools had lower achievement gains than the districtwide average prior 
to the management changes, then an analysis relying on achievement levels could underesti-
mate the effects of new management. If the schools had previously been producing declines in 
relative achievement, then eliminating those declines—keeping students at the same relative 
achievement levels—would be an improvement. But we will be unable to recognize it as such if 
we are not examining gains and observe only the lack of improvement in achievement levels.

Ideally, we would address this issue by using students’ annual gains in achievement, rather 
than their achievement levels, as an alternate outcome measure. Formally, a gains analysis 
examines the achievement level of a student in year t relative to the same student achievement 
level in the prior year (i.e., A At t 1).  A fixed-effects model with achievement gain as the 
outcome examines the average annual gain in the nontreatment period relative to the average
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Figure 4.2
2002 Pretreatment Achievement Levels of Privately Managed Schools
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annual gain in the treatment period. Using a variation of Equation 4.1 that examines gains 
would account for the possibility that students with similar baseline achievement scores have 
different underlying achievement trajectories.

An analysis of gains, however, excludes large numbers of students because it requires a 
minimum of three years of achievement data for a particular student. This is especially prob-
lematic for a spell-effects analysis, which derives its power from students observed in the same 
school both before and after each examined year of treatment. Therefore, a gains analysis that 
employs spell effects requires at least three test scores for a particular student in the same school
to contribute to the estimate. (By contrast, the analysis of achievement levels requires test 
scores for a student only twice in the same school.) 

Given the particular configuration of grades tested in Philadelphia in the years prior to 
the state takeover, an analysis of gains would exclude one-third to one-half of the students 
in the treatment schools who are included in the analysis of achievement levels—in addition to 
students who must be omitted even from the levels analysis because they do not have two test 
scores in the relevant schools. Because it must exclude so many students, an analysis of achieve-
ment gains would lack credibility. 



Diverse Providers and Student Achievement    31

In the absence of sufficient data to use gains as a credible outcome measure, we used 
the data for the pre-takeover period to explore the extent to which differential gains may be 
a problem. Specifically, we compared the student-level achievement gains from 2001 to 2002 
of privately managed, restructured, and sweet 16 schools to the districtwide average using 
a regression model in which the gain is the outcome measure and the explanatory variables 
include an indicator variable for the three types of treatments and grade-level dummy variables 
(to control for the fact that student performance may vary across grades and that different 
providers serve different grade arrangements). The results are shown in Table 4.1. There are 
no significant differences between the privately managed, restructured, and sweet 16 schools 
and the rest of the district in pretreatment gains in reading and math. In short, although it is 
clear that the schools assigned to these treatments had lower achievement levels prior to the 
state takeover, they did not, on average, have lower student-level gains prior to the takeover. 
Moreover, none of the three groups are statistically distinguishable from each other in terms of 
pretreatment gains. These results provide reason for some confidence that the analyses of the 
achievement effects of privately managed, restructured, and sweet 16 schools are unbiased.

For individual providers, however, the story is more complicated. These results are shown 
in Table 4.2. We found no statistical differences versus districtwide averages for pretreatment 
gains in reading and math for Edison, Victory, and Foundations schools. Universal and Chan-
cellor Beacon schools, by contrast, had pretreatment gains that were significantly below dis-
trict averages. Meanwhile, University of Pennsylvania schools had pretreatment gains that 
were significantly higher than districtwide gains in both subjects, and Temple University 
schools had statistically higher pretreatment gains in reading. The differences in pretreat-
ment gains for Universal, Chancellor Beacon, University of Pennsylvania, and Temple Uni-
versity schools may undermine the validity of the effect estimates for those providers. In par-
ticular, we may underestimate the achievement effects of schools with low pretreatment gains 
(Universal and Chancellor Beacon), because reversal of a declining trajectory would not be 
captured by our analysis. Conversely, we may overestimate the achievement effects of schools 
with high pretreatment gains (University of Pennsylvania and Temple University), because our 
analysis does not capture the fact that those schools were already improving prior to the man-
agement change.

Table 4.1
Pretreatment Student-Level Achievement Gains, Spring 2001–Spring 2002

Future Treatment
Math Gains
(t-statistic)

Reading Gains
(t-statistic)

Privately managed schools –0.03
(–0.76)

–0.02
(–0.68)

Restructured schools 0.04
(0.82)

0.04
(0.98)

Sweet 16 schools 0.04
(0.59)

0.01
(0.16)

NOTE: None of these results is statistically distinguishable from zero.
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Table 4.2
Pretreatment Student-Level Achievement Gains for Individual Providers, 
Spring 2001–Spring 2002

Future Treatment
Math Gains
(t-statistic)

Reading Gains
(t-statistic)

Edison schools –0.05
(–1.04)

–0.04
(–0.86)

Victory schools –0.04
(–0.65)

–0.04
(–0.80)

Foundations schools 0.06
(0.50)

0.13
(1.62)

Universal schools –0.16**
(–2.70)

–0.15**
(–2.90)

University of Pennsylvania schools 0.32**
(5.68)

0.14*
(2.44)

Temple University schools 0.05
(0.60)

0.09**
(3.01)

Chancellor Beacon schools –0.19
(–1.55)

–0.16*
(–2.05)

NOTE: * = statistically significant at the 5-percent level. ** = statistically significant 
at the 1-percent level.

Achievement Results for Privately Managed, Restructured, and Sweet 16 
Schools

In Table 4.3, we present achievement results for privately managed, restructured, and sweet 
16 schools for each of the first four years of implementation, as compared to the rest of the 
school district, through spring 2006. All results are shown in z-scores and can be interpreted as 
standardized effect sizes. Results for each year can be interpreted as the net, cumulative effects 
of the total treatment from the beginning of the intervention through that year. Fourth-year 
effects therefore may be of greatest interest, not only because they are most current, but also 
because they represent the cumulative impact of four years of the intervention (or, in the case 
of the restructured schools, the sustained cumulative impact after four years of the three-year 
intervention). Nonetheless, because the fourth-year effects are furthest removed from the ini-
tiation of the interventions and include the smallest number of students who were present and 
tested prior to treatment, they merit caution in interpretation.

For sweet 16 schools, we find no statistically significant effects, positive or negative, 
in reading or math, in any of the four years in which they received additional resources.
For the privately managed schools as a group, we find no statistically significant average 
effect, positive or negative, in math or reading in any of the first four years after takeover.
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Table 4.3
Achievement Effects of Privately Managed, Restructured, and Sweet 16 Schools

Year

Math Coefficient
(t-statistic, number of students 

contributing to estimate)

Reading Coefficient
(t-statistic, number of students 

contributing to estimate)

Privately managed schools

One-year effect –0.03
(–0.57, 12,436)

–0.05
(–1.48, 12,571)

Two-year effect 0.01
(0.15, 14,417)

–0.04
(–1.27, 15,598)

Three-year effect 0.03
(0.57, 12,584)

–0.04
(–1.06, 14,030)

Four-year effect –0.02
(–0.31, 11,075)

–0.08
(–1.55, 12,285)

Restructured schools

One-year effect 0.22*
(3.38, 4,086)

0.13*
(2.35, 4,108)

Two-year effect 0.16*
(2.34, 5,056)

0.07
(1.08, 5,768)

Three-year effect 0.18*
(2.05, 4,511)

0.07
(1.02, 5,419)

Four-year effect 0.22
(1.95, 4,258)

0.09
(0.87, 4,945)

Sweet 16 schools

One-year effect –0.02
(–0.34, 2,618)

0.001
(0.01, 2,625)

Two-year effect 0.02
(0.16, 3,241)

0.01
(0.16, 3,761)

Three-year effect –0.01
(–0.08, 3,283)

–0.03
(–0.40, 3,965)

Four-year effect 0.02
(0.19, 3,304)

0.01
(0.16, 3,887)

NOTE: * = statistically significance at the 5-percent level. 

In contrast to the estimates for privately managed and sweet 16 schools, many of the 
estimates for the restructured schools are significantly positive. For math, the analysis suggests 
a positive, significant, and relatively substantial effect in each of the first three years, with an 
equally substantial and marginally significant effect (i.e., significant at the 10-percent level, but 
not quite at the 5-percent level) in the fourth year, after the intervention had concluded. Effect 
sizes in math ranged from 0.16 to 0.22 standard deviations, with no indication of a time trend. 
These effect sizes would be considered moderate to large relative to those found in other edu-
cation interventions; they are comparable to those seen in Tennessee’s experiment in class-size 
reduction, where class sizes were reduced from 22–25 students to 13–17 students (see Krueger 
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and Whitmore, 2002). For reading, the analysis indicates a significant and positive effect in the 
first year only, with an effect size of 0.13 of a standard deviation. 

In sum, average improvements in student achievement in sweet 16 and privately managed 
schools have generally been comparable to improvements in “untreated” schools in the rest of 
the district. Meanwhile, students in restructured schools have consistently outgained the rest 
of the district in mathematics, apparently maintaining their advantage a year after the ORS 
was disbanded. 

As noted previously, prior research has suggested that major educational interventions 
often take time to implement effectively and to begin showing effects on student achievement. 
If so, we might expect achievement effects in the restructured and privately managed schools 
to improve as they gain experience with the reforms. In fact, however, the results presented 
in Table 4.3 provide no evidence of consistent time trends for privately managed schools, for 
restructured schools, or for sweet 16 schools. More specifically, there is no evidence of net posi-
tive effects, on average, for privately managed or sweet 16 schools after four full years of treat-
ment. Although it is theoretically possible that results could become positive after five years, 
the absence of a trend in the positive direction provides no reason to expect that results will be 
substantially better after one more year.

In a head-to-head comparison, mathematics results for restructured schools exceeded 
those for privately managed schools in the first two years of intervention at the 5-percent sig-
nificance level. The difference between restructured mathematics effects and privately man-
aged mathematics effects was marginally significant (i.e., significant at the 10-percent level) in 
the third and fourth years as well. In reading, the difference between the effects of restructured 
schools and the effects of the privately managed schools was statistically significant only in the 
first year of intervention.

The sensitivity analysis that limits its attention to students enrolled in the schools both 
before and after the beginning of the interventions (results not presented here) does not sug-
gest any important differences from these findings. Most of the results for the restructured 
schools do not achieve statistical significance in the sensitivity analysis, but the point estimates 
are similar. Results for sweet 16 and privately managed schools remain indistinguishable from 
districtwide averages.

Achievement Results for Individual Privately Managed Providers 

We also examined whether there is evidence of differential effects for different types of pri-
vately managed schools and for individual providers. When grouping the providers as universi-
ties, other nonprofits, and for-profits, we find no statistically significant average effects, positive 
or negative, for any of the three provider types.8

Results for individual providers are presented in Table 4.4. Here, the small number of 
schools managed by most of the individual providers substantially reduces the statistical power 

8 These results are not presented here.
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of the analysis. In most years and subjects, we cannot detect effect sizes smaller than 0.1 stan-
dard deviations.

For most providers, years, and subjects, we detected no statistically significant effects, 
positive or negative. As in the previous analysis that averaged across all providers, the estimates 
of greatest interest are those for the fourth year, which represent cumulative effects after four 
years following the implementation of each provider’s intervention. Only two providers show 
statistically significant results after four years—both in the negative direction. Effect estimates 
for Temple University are significantly and substantially negative in the fourth year following 

Table 4.4
Achievement Effects by Provider

Year
Math Coefficient

(t-statistic)
Reading Coefficient

(t-statistic)

Chancellor Beacon Academiesa

One-year effect 0.09
(1.01)

0.04
(0.55)

Two-year effect 0.08
(0.99)

0.03
(0.76)

Three-year effect 0.09
(0.78)

0.06*
(1.98)

Four-year effect 0.01
(0.05)

–0.05
(–0.51)

Edison Schools

One-year effect –0.06
(–1.14)

–0.11*
(–2.84)

Two-year effect 0.03
(0.65)

–0.05
(–1.36)

Three-year effect 0.05
(0.83)

–0.05
(–0.86)

Four-year effect 0.05
(0.67)

–0.06
(–0.97)

Foundations Schools

One-year effect –0.01
(–0.10)

0.01
(0.13)

Two-year effect –0.08
(–0.83)

0.01
(0.17)

Three-year effect –0.03
(–0.20)

0.002
(0.03)

Four-year effect –0.13
(–0.98)

–0.03
(–0.39)



36    State Takeover, School Restructuring, Private Management, and Student Achievement in Philadelphia

Table 4.4—Continued

Year
Math Coefficient

(t-statistic)
Reading Coefficient

(t-statistic)

Temple University

One-year effect –0.14*
(–2.07)

–0.12
(–1.57)

Two-year effect –0.15
(–0.45)

–0.11
(–1.03)

Three-year effect –0.23*
(–2.20)

–0.23*
(–4.05)

Four-year effect –0.37*
(–5.52)

–0.34*
(–4.75)

Universal Companies

One-year effect –0.03
(–0.40)

0.001
(0.04)

Two-year effect –0.02
(–0.34)

–0.02
(–0.81)

Three-year effect 0.03
(1.68)

–0.09*
(–3.14)

Four-year effect –0.18
(–0.56)

–0.04
(–0.14)

University of Pennsylvania

One-year effect 0.01
(0.10)

–0.004
(–0.06)

Two-year effect 0.05
(0.67)

–0.04
(–0.37)

Three-year effect 0.07
(0.59)

–0.04
(–0.44)

Four-year effect 0.01
(0.05)

–0.04
(–0.23)

Victory Schools

One-year effect –0.09
(–0.82)

–0.01
(–0.26)

Two-year effect –0.12
(–1.04)

–0.04
(–0.55)

Three-year effect –0.05
(–0.44)

–0.03
(–0.27)

Four-year effect –0.25*
(–2.38)

–0.07
(–0.92)

NOTE: * = statistically significant at the 5-percent level.
a Chancellor Beacon Academies managed schools only during the 2002–2003 school year; 
results for later years are for the former Chancellor Beacon schools.
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implementation in both math and reading. The fourth-year effect estimate for Victory in math 
is likewise significantly and substantially negative. Although these three negative coefficients 
are larger than the estimates for Temple and Victory in previous years, in both cases they are 
consistent with generally negative patterns. All of the estimates for Temple and Victory schools 
in other years are negative, but are often not statistically significant. 

Achievement Results for At-Risk Student Subgroups 

Finally, we examine whether the schools in various treatments had differential effects by 
gender and on African-American, Hispanic, LEP, and special education/IEP students. We 
examine these results only for restructured schools and for the entire group of privately man-
aged schools, because most subgroup sizes become small for individual providers. The results 
are summarized in the remainder of this chapter.

For privately managed schools, across all providers, none of the results for average sub-
group achievement are statistically significant, positive or negative. As shown earlier, private 
management has had neither a positive nor negative effect on the schools managed (relative to 
the rest of the district), so it is not surprising that we are unable to detect any differential effect 
for the different demographic categories for any year.

For sweet 16 schools, we found no statistically significant effects, positive or negative, for 
most subgroups in most subject-year combinations. Among the effects that achieve statistical 
significance, we found no consistent patterns suggesting unique advantages or disadvantages 
for particular subgroups of students.

For restructured schools, several of the estimates for subgroup-subject-year combina-
tions are positive and statistically significant. The only subgroups for which more than one 
subject-year combination achieves statistical significance are African-Americans (in four of 
eight subject-year combinations) and boys (in three of eight subject-year combinations). This 
is not surprising, given that most of the students in the restructured schools are African-
American, and half are boys. Consequently, we have no strong evidence that the restructured 
schools have unique benefits for African-Americans or boys; they may simply represent large 
subgroups for which it is easier to detect effects that are, in fact, general to students of all races 
and both sexes.
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CHAPTER FIVE

Conclusions and Implications

Since the state takeover of SDP in 2002, the SRC has overseen implementation of a large 
number of districtwide and school-specific interventions. Citywide achievement results in ele-
mentary and middle-school grades have risen substantially in absolute terms. With so many 
different interventions under way simultaneously in Philadelphia, there is no way to determine 
exactly which components of the reform plan are responsible for the improvement. Three years 
into the district’s reforms (as of spring 2005), Philadelphia’s previously low-achieving elemen-
tary and middle schools had improved at rates that exceeded the gains of low-achieving schools 
elsewhere in the state. Four years into the district’s reforms (as of spring 2006), the gains in 
Philadelphia merely matched those of the comparison group of low-achieving schools, except 
in middle-school (eighth-grade) reading, in which Philadelphia retained a statistically signifi-
cant advantage.

The diverse provider model, which incorporates private management of a group of the 
lowest-achieving schools in the city, has been the most controversial and closely watched com-
ponent of the school improvement effort in Philadelphia. Although it is impossible to know the 
extent to which the diverse provider model is responsible for districtwide trends, the model was 
not implemented in a way that was likely to produce competitive pressures on other schools in 
the district.

It remains theoretically possible that the introduction of the private managers increased 
the district’s total capacity for improvement. If the providers allowed the district to reallo-
cate resources internally so that it could concentrate on improving performance in a smaller 
number of schools, this might partly explain the districtwide rise in achievement. Indeed, 
approximately $100 per pupil from the additional allocation to private managers was intended 
to compensate them for reduced administrative oversight from the district. Nonetheless, dis-
trict regional staff continued at least some oversight and support of privately managed schools. 
Even if the district in fact reallocated resources away from the privately managed schools, a 
reallocation of $100 per privately managed pupil would have produced less than $50 per pupil 
when distributed across the rest of the district’s elementary and middle schools.

On average, schools managed by private providers were doing neither better nor worse at 
raising student achievement than were schools in the rest of the district, in math and reading, 
in each of the first four years of private management. Contrary to expectations that results 
might improve over time as schools gain experience with providers, there is no evidence sug-
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gesting that results for private providers have improved relative to the rest of the district over 
the four years of the intervention.

By contrast, the group of schools that were restructured under district management 
showed larger achievement improvements by their students in mathematics in each of the three 
years during which the restructuring intervention was in place—and may have maintained an 
advantage in the spring of 2006, a year after restructuring (and the additional resources asso-
ciated with it) concluded. In reading, restructured schools showed a significant achievement 
advantage over the rest of the district only in the first year of the intervention.

A third group of schools that were given additional resources (like the privately oper-
ated and restructured schools) but no specific intervention (unlike the privately operated and 
restructured schools) showed no differential achievement effects, positive or negative, relative 
to the rest of the district. 

Among private managers, no differences in academic performance are evident when com-
paring for-profits, universities, and other nonprofits. Results for individual providers likewise 
show few clear patterns, in part because the small number of schools involved with most indi-
vidual providers limits our statistical power to detect effects. Two providers—Temple Univer-
sity and Victory Schools—merit concern. Victory’s estimated effects four years after imple-
mentation are significantly and substantially negative in math, while Temple’s estimated effects 
four years after implementation are significantly and substantially negative in both math and 
reading.

Finally, we find no strong indications that any particular treatment is more or less effec-
tive for specific populations of disadvantaged students. 

Different interpretations of these results may lead to different judgments about whether 
Philadelphia’s experiment in the private management of public schools has succeeded and 
whether it should be continued. On the negative side of the ledger, despite additional per-pupil 
resources, privately managed schools did not produce average increases in student achievement 
that were any larger than those seen in the rest of the district. Meanwhile, district-managed 
restructured schools outpaced the gains of the rest of the district in math. 

Nonetheless, it is impossible to know definitively how the privately managed schools 
would have done if they had been restructured or had remained under conventional district 
management. Whether the district could have replicated the gains of the restructured schools 
in three times as many schools—as it would have needed to do if the 45 schools turned over to 
private management had been restructured instead—is an open question. The private manag-
ers were given some of the lowest-achieving schools in the district. Although their trajectories 
did not exceed those of the district, they improved alongside the rest of the district at a time 
when achievement levels districtwide were increasing substantially. We found little reason to 
believe that the districtwide improvement was a consequence of competition from private pro-
viders, but we cannot rule out the possibility that the assistance from private providers was an 
important part of the total reform effort in Philadelphia.

Even so, although it is theoretically possible that the introduction of the providers 
increased districtwide capacity for improvement and that the schools they managed would 
have done worse without them, we find no evidence supporting this view. If the privately man-
aged schools had remained under district management instead, it seems likely that, the district 
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could have replicated the gains of other schools that received no special interventions—getting 
similar results to those actually achieved by the private providers without expending additional 
resources. In sum, with four years of data, we find little evidence in terms of academic outcomes 
that would support the additional resources for the private managers. The private managers may 
be producing other benefits that are not measurable in terms of student achievement results in 
math and reading, but that question is beyond the scope of this study.

The larger implications of the findings of this study for the most aggressive sanctions 
of NCLB are less clear. With respect to state takeover, results are ambiguous: Subsequent 
to the state’s takeover of the district, proficiency percentages increased districtwide, but the 
total increase over four years was not substantially greater than the increase of other low-
achieving schools in the state, in most cases. Philadelphia provides no evidence to support 
private management as an especially effective method of promoting student achievement—at 
least not under the model implemented, with constrained competition and limited provider 
autonomy. The diverse provider model in Philadelphia does not represent a clear test of full 
private management in a competitive market. Whether a model of private management that 
involves more autonomy to managers, parental choice, and competition for students would 
produce better results remains an open question.
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