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Abstract

Additional private schooling within a nation-state may increase citizens’ political and
economic freedom through increased educational quality, balanced power relationships, and
increased civic engagement.

We employ a two-stage-least-squares time and country-level fixed-effects analytical
technique to examine how private schooling could affect political rights, civil liberties and
economic freedom indices. We also use a new instrumental variable, short-run fluctuations in
the demand for schooling, to predict private schooling. We examine 174 different nations across
the globe from 1999 to 2014, and find significant evidence to suggest that private schooling leads
to enhanced political and economic freedom. In particular, our preferred model finds that a ten
percentage point increase in private share of schooling enrollment within a nation, over time, is
associated with a 7.4% of a standard deviation increase in the Political Rights Index and an 8%
of a standard deviation increase in the Economic Freedom of the World Index.

Keywords: Private school; school choice; civic education; instrumental variables



PRIVATE SCHOOLING PROMOTES POLITICAL AND ECONOMIC FREEDOM? 3

Introduction

The vast majority of private school choice evaluations focus on how private schooling
can impact student standardized test scores. These evaluations find small positive benefits for
student achievement overall (Shakeel, Anderson, & Wolf, 2016) and larger positive impacts for
student attainment (Neal, 1997; Warren, 2008; Cowen et al., 2013; Wolf et al., 2013). While the
evidence on student test scores is saturated, the evidence for non-academic outcomes is less
abundant.

Specifically, scarce evidence exists on the impact of private school choice programs on
social goals such as tolerance of others, civic engagement, and criminal activity. Out of thirteen
reviewed studies, we found no evidence to indicate that private school choice negatively impacts
society. Overall, impacts are null to positive for tolerance, null to positive for civic engagement,
and positive for social order. In particular, researchers found that the Milwaukee Parental
Choice Program had mostly positive impacts on students’ tolerance of others, political
participation, volunteer activity, and criminal activity reduction (Fleming, 2014; Fleming,
Mitchell, & McNally, 2014; DeAngelis & Wolf, 2016a; DeAngelis & Wolf, 2016b).
Additionally, Wolf, Peterson, and West (2001) found that the DC Opportunity Scholarship
Program had positive impacts on students’ tolerance of others. Moreover, Bettinger and Slonim
(2006) used a lab experiment to find that winning a private school choice voucher in Ohio
increased the students’ charitable giving.

Neal McCluskey (2013) examined the relationship between a centralization of schooling
and generalized trust across 56 different countries, as measured by the World Values Survey, but
did not find significant effects. In fact, he found that countries with greater centralized control of

schooling tended to experience greater levels of trust, although the relationship was not
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statistically significant. This insignificance could be due to the lack of power generated by the
small sample size, but even a detected significant relationship would not be considered causal
due to the observational study design. Additionally, Shafiq and Myers (2014) found that access
to private school vouchers in Sweden was associated with a slight increase in the students’ civic
attitudes between 1999 and 2009.

While the limited evidence indicates that school choice programs have a positive impact
on broad social objectives in the United States, no studies have examined a causal relationship
between private schooling and social goals at the international level. We add to the literature by
examining the causal relationship between private schooling and indices of political and
economic freedom by employing time and country-fixed effects regression integrated with two-

stage least squares regression.

Theory

Although there are many alternative strong theories for why increased private schooling
could lead to more political and economic liberty, we outline the strongest three below.

First, an increase in private schooling can increase the quality of education for all citizens
in a given country (Muralidharan & Sundararaman, 2015; Shakeel, Anderson, & Wolf, 2016;
Tooley & Dixon, 2005). An increase in private schooling can increase competitive pressures
within the education system and therefore increase the quality of all schools (Egalite, 2013;
Filglio & Hart, 2014). Low-quality schools that do not increase quality by responding to the
additional competitive pressures will be forced to face a shutdown condition if they do not

provide an adequate experience for families (Friedman & Friedman, 1990). Additionally, the
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quality of the educational experience may be enhanced simply due to the fact that there is an
improved match of interests between educators and students.

Secondly, specialized learning environments can also lead to differentiated learning at the
student level (Beck, Egalite, & Maranto, 2014). A specialized, high-quality educational
environment can increase the diversity of thought experienced by citizens within a country.
Access to private schooling can also reduce the likelihood of a country-level governmental
monopoly on the flow of information received through a system of public schooling. The
diversity of thought created through specialized learning environments can increase the
likelihood that students will engage in civic activity such as voting, contacting political
representatives, supporting campaigns of their choice, and even peaceful protests (Fleming,
2014; Fleming, Mitchell, & McNally, 2014).

If the citizenry is more educated about political engagements, and they take action based
on their self-interests, decision-makers will face additional accountability (Przeworski & Stokes,
1999). Since citizens are inherently interested in their rights and liberties, and they will be more
likely to take actions to protect those rights and liberties, decision-makers will be more likely to
pass policies that protect citizens’ rights and liberties (Locke, 2016). Furthermore, if citizens are
more engaged in political action, decision-makers will have an additional incentive to uphold
transparency and decrease or eliminate engagement in corrupt activity. If politicians do not
respond to these incentives in the short-run, they may lose their jobs through the accountability
created by citizens’ political participation.

A third hypothesis relates to the autonomy created for the families through private school
choice. If a family can decide where their children go to school, they will feel an enhanced sense

of autonomy and control. This increased sense of autonomy and control experienced by the



PRIVATE SCHOOLING PROMOTES POLITICAL AND ECONOMIC FREEDOM? 6

parents and children may reduce their stress levels and therefore decrease the likelihood that they
will engage in rebellious behavior. If citizens are behaving properly, or at least less-rebelliously,
decision-makers will have less of an incentive to pass policies which restrict individual liberties.
While this specific theory has not been empirically tested, there is significant evidence that
autonomy leads to increased satisfaction and decreased stress (Finn, 2001). Greater levels of
happiness and lower levels of stress lead to less irrational behaviors such as criminal activity and
disrespect of others (Artello & Williams, 2014).

Perhaps most importantly, access to private schooling can disperse the concentration of
power held over the entire education system. In a fully-public system of schooling, public
schools have a monopoly on the use of public funds. The monopoly on the use of public funds
guarantees that there will be a large amount of monopoly power exercised by those running
public schooling options. As a result, a relatively small number of centralized officials exercise
power over a large number of constituents. The system of fully-public schooling, which allows a
small number of individuals to hold a monopoly on power, can be more apt to promote deference
to elites holding exorbitant authority. Furthermore, an education system which does not allow
parents and children to hold enough actual power can cause the system to remain stagnant. A
system of highly-skewed power could cause those without influence to learn that the only way to
get something out of the system is to make the decision-makers happy through not challenging
them (Gaventa, 1982). Generations of this type of schooling system could convince citizens that
their actions in the political realm do not lead to desired outcomes. This indifference in the
political sector could lead to policies which do not promote the best interest of the citizenry.

Alternatively, a system of diverse schooling options could balance power relationships and teach
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citizens that their actions in the political realm could lead to improved outcomes (Stewart &

Wolf, 2014).

Data

We use country-level data from multiple sources for the years 1999 to 2014. We use data
from the World Bank' and the United Nations Data Retrieval System” for our independent
variable of interest, the private share of total schooling enrollment. We also use data from the
World Bank for gross domestic product, population, life expectancy, total schooling enrollment
and child share of population. We use the New World Encyclopedia® to calculate the age of each
sovereign state.

We use three data sources for our four dependent variables of interest. For our first two
dependent variables measuring political freedom, the Political Rights Index and the Civil
Liberties Index, we use publicly-available online data from Freedom House* for the years 1999
to 2014. For our two dependent variables capturing economic freedom, we use publicly-
available online data from Fraser Institute’ and The Heritage Foundation® over the same time
period.” Over this sixteen year period, we have access to sufficient data to analyze 174 countries
with 1997 observations for the political freedom and civil liberties indices. Moreover, we have
access to sufficient data to analyze 147 counties with 1465 observations for the Economic
Freedom of the World Index and 159 countries with 1771 observations for the Index of

Economic Freedom.

! http://data.worldbank.org/indicator/SE.SEC.PRIV.ZS

? http://data.un.org/Data.aspx?d=UNESCO&f=series%3APRP_1

® http://www.newworldencyclopedia.org/entry/List_of_sovereign_states_by_formation_date

* https://freedomhouse.org/report-types/freedom-world

> http://www.freetheworld.com/

® http://www.heritage.org/index/explore

’ The Fraser Institute index is missing the year 1999, so that specific analysis is from 2000 to 2014.
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Indices
Political Rights and Civil Liberties

The Political Rights Index and Civil Liberties Index are both created by Freedom House
annually in the Freedom in the World report. The index is created by a team of internal and
external advisers and analysts from academia, think-tanks, and human rights communities. In
2016, the team scored 195 countries and consisted of over 80 analysts and around 30 advisors.
The scores are largely based on the Universal Declaration of Human Rights® which was adopted
by the United Nations General Assembly in 1948.

Professional analysts evaluate each country on several variables’ such as electoral
process, political pluralism, political participation, functioning of government, freedom of
expression, freedom of belief, associational rights, organizational rights, rule of law, personal
autonomy, and individual rights. Some example questions include:

* s the head of government or other chief authority elected through free and fair elections?

* Are there free trade unions and peasant organizations or equivalents, and is there
effective collective bargaining?

* Are there free professional and other private organizations?

Nations that receive the highest political rights scores are those that have an abundance of
political rights such as free and fair elections. The elected candidates are the ones that actually
rule and political parties actively compete with one another. Additionally, the interests of
minorities in society are represented in political realms. Nations that receive the highest civil

liberties scores are those that allow for liberties such as freedom of expression, assembly,

8 http://www.un.org/en/universal-declaration-human-rights/
? https://freedomhouse.org/report/freedom-world-2016/methodology
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association, education, and religion. These nations have equal opportunity before the law and
free economic activity.

Freedom House reports these indices from one to seven, with one being the most
desirable score. Since these are measures of rights and liberties, we transform the scores to make
one the least desirable and seven the most desirable score. Mainwaring, Brinks, and Pérez-Linan
(2007) find that these indices have a correlation of over 80% with other democracy-based

indices.

Economic Freedom of the World

The Economic Freedom of the World Index '’ is produced by the Fraser Institute
annually. This index was created as a response to dissatisfaction with the scope of the Freedom
House indices. Beginning in 1986, Milton Friedman and Michael Walker began by holding
conferences with about 60 economists on the meaning and measurement of economic freedom.
The takeaway from these conferences was that economic freedom was characterized by personal
choice, voluntary exchange, freedom to enter and compete in markets and protection of people
and their property. These conferences also resulted in the creation of the Economic Freedom of
the World Index (Gwartney, Lawson, and Block, 1996).

This index was first published in 1996 and contains 42 measures and 24 components
within five different equally-weighted categories related to economic freedom: size of
government, legal structure and security of property rights, access to sound money, freedom to
trade internationally, and regulation of credit, labor, and business. Each component is scaled
from O to 10, with 10 being the highest score for economic freedom. The average of the

components within a category is the score for that given category. The average of the five main

10 http://www.freetheworld.com/
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categories is the overall index score for a given country in a particular year. In the 2015 report''
of 157 countries, Hong Kong scored the highest with an 8.97 and Venezuela scored the lowest
with a 3.23. Venezuela switched to a full-blown dictatorship, without elections, only one year

after the 2015 report (Toro, 2016).

Index of Economic Freedom

The Index of Economic Freedom,'? an annual report measuring economic freedom within
nations over time, was created by The Heritage Foundation and The Wall Street Journal in 1995.
The index takes on values from 0 to 100 and is composed of ten different factors that influence
economic freedom: property rights, freedom from corruption, fiscal freedom, government size,
business freedom, labor freedom, monetary freedom, trade freedom, investment freedom, and
financial freedom. These ten variables take on values from 0 to 100 and are averaged in order to
calculate a nation’s overall index score for a given year. The ten variables are categorized into
four different sections: rule of law, limited government, regulatory efficiency, and open markets.
Additional details on the specific methodology and sources used to calculate each of the ten
variable scores can be found at the Heritage website."

Out of the 186 countries measured in 2016, Hong Kong scored the highest with an 88.6
and North Korea scored the lowest with a 1.3. Will Wilkinson (2007) found that higher
economic freedom as measured by the Fraser Institute and Heritage Foundation indices is
strongly correlated with self-reported happiness. Other scholars have found the same result: that
economic freedom indices are more strongly correlated with happiness than any other variable

used (Ott, 2005; Ovaska & Takashima, 2006).

1 http://www.freetheworld.com/2015/economic-freedom-of-the-world-2015.pdf
12 http://www.heritage.org/index/about
2 http://www.heritage.org/index/book/methodology
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Methods

We use a time and country fixed effects regression approach of the form:

Freedom;; = By + B PrivateShare;; + B.GDPj; + 3GovtExpend;; + BsPopi + BsEnroll; +

BsLifeExpecti; + f7Mortalityi; + BsAgeii + BoUrbany +a; + &

Where Freedom is one of the three dependent variables of interest for country 7 at time period ¢.
These include two indices provided by Freedom House, the Political Rights Index and the Civil
Liberties Index, and two indices provided by Fraser Institute and The Heritage Foundation
measuring economic freedom. The Political Rights Index and the Civil Liberties Index are on a
scale from one to seven, the Index of Economic Freedom is on a scale from 0 to 100, and the
Economic Freedom of the World Index is on a scale from 0 to 10. We transform all indices so
that higher values are considered more desirable.

PrivateShare is the independent variable of interest, the private school share of total
enrollment, for country i in time period #. We expect that the coefficient of interest, f3;, will be
positive since private schooling can increase diversity of thought and decrease concentration of
power which can lead to increased political and economic freedom.

We include a set of country-level control variables since certain characteristics of
countries may cause them to become more free as well as increase private-sector schooling. For
example, an increase in GDP could lead a country to increase spending on public schooling since
it has more wealth. Concurrently, the Freedom Index for a country is likely to increase due to an
increase in its wealth. GDP is the gross domestic product, in billions, for country i in year z.
GovtExpend is the government expenditure as a percent of GDP, Pop is the population in

millions, Age is the number of years of existence for each nation-state, LifeExpect is the average
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life expectancy, Mortality is the infant mortality rate, Urban is the percent a population living in
an urban area, and Enroll is the total number of students enrolled in private and public schooling
for country 7 in time period ¢. Due to the non-linear relationship between the dependent variables
and GDP, population, and enrollment, we also include squares of these terms in our models.
Finally, o; is the set of country-level time-invariant parameters, such as ethnicity, language, and
culture, and g;; is the random error term.

Since a time and country fixed effects approach may still produce biased estimates if
there are time-variant omitted variables, or if there is reverse-endogeneity, we also employ a time
and country fixed effects two-stage least squares regression of the form:

PrivateShare;; = Ao+ A 1ChildPop;; + A 2 X + o + & (1)

Freedomj;= By + B PrivateShare; + B2 Xt + o + €it (2)
Where the second-stage endogenous explanatory variable of interest, PrivateShare, is predicted
in the first stage with an exogenous instrument, ChildPop, the percent of the total population that
is between the ages of 0 and 14 for country i in year z. The instrument represents an unexpected
shock in the demand for schooling overall in the short-run. Since almost all public school
systems around the world are constitutionally-obligated to provide a free education for all
children, public schools will be more likely to absorb this excess demand. On the other hand,
private schools will be less likely to respond to short-run shocks in demand since the profit-
incentives for school expansion and market entry may not appear quickly enough.

Because of this, we expect that the instrument will be strongly negatively correlated to
the share of private schooling enrollment within a country and year. The instrument passes the
redundancy condition since it does not directly affect our outcome variables of interest; the

amount of children in a given country/year should not directly affect political or economic
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freedom within a country/year. Furthermore, when we include this instrument in our structural

model, we do not find evidence that the instrument is correlated with any of the outcome

variables. Lastly, the instrument is exogenous since it is not correlated with any omitted

variables that may concern us. For example, a government could pass a policy such as decreased

tax rates. This decrease in tax rates could theoretically increase the presence of private schooling

and simultaneously increase political and economic freedom indices, but the presence of children

within a country/year is not related to tax rates. We also include all of the same controls from

our previous models in vector X.

Since many observable characteristics of countries can be argued as relatively constant

over time, we first present results for the country-level fixed-effects models without time-variant

controls. Finally, we present results based on our preferred models with country-level time-

variant controls.

Table 1: Descriptive Statistics

Mean Standard Within  Minimum  Maximum
Deviation Std. Dev.

Political Rights 4.99 2.04 0.55 1 7
Civil Liberties 5.02 1.63 0.42 1 7
Fraser - Economic 6.94 0.86 0.30 4 9
Heritage - Economic 61.83 9.56 3.30 26.3 87.3
Private Share 13.49 17.04 2.97 0.01 98.9
GDP (Billions) 405.07 1,465.58 319.98 0.17 16,663.16
Govt Expend (% GDP) 16.25 5.74 3.21 2.8 54.8
Population (Millions) 31.84 101.27 6.95 0.05 1,357.38
Enrollment (Millions) 3.07 8.40 1.19 0.01 108.93
Urban 57.67 22.52 2.20 8.46 100




PRIVATE SCHOOLING PROMOTES POLITICAL AND ECONOMIC FREEDOM? 14

Life Expectancy 70.07 9.08 1.85 40 &3
Infant Mortality 27.05 26.45 7.35 2 141
Country Age 177.84 359.42 4.61 1 2,673

Country/Year Fixed Effects Results

Table 2 reports results for a simple model which only controls for country fixed effects.
Results in this first model indicate that an increase in private share of total schooling enrollment
is associated with higher scores on all four indices.

In particular, Table 2 shows that a ten percentage point increase in the private share of
schooling enrollment is associated with around a tenth of a unit increase in the political rights
and civil liberties indices. Since these particular indices have a total of seven different units,
these results are equivalent to around a 1.6% increase in the political rights and civil liberties
scores. The effect sizes are around 5.4% of a standard deviation for political rights and 6.7% of
a standard deviation for civil liberties. These effect sizes are considered small using standards
created by Jacob Cohen (1992) and Mark Lipsey (1990). However, for research in education,
these effect sizes may be considered impressive (Hill et al., 2008). Additionally, a ten
percentage point increase in the private share of schooling enrollment is associated with a 0.12-
point increase in the Economic Freedom of the World Index and a 0.72-point increase in the
Index of Economic Freedom. This is around a 14% of a standard deviation increase for the
Economic Freedom of the World Index and an 8% of a standard deviation increase for the Index

of Economic Freedom.

Table 2: The Effect of Private Schooling on Political and Economic Freedom Indices

Political Civil Economic Freedom Index of Economic
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Rights Liberties of the World Freedom
Private Share 0.011%** 0.011%%* 0.012** 0.072%*
(0.007) (0.000) (0.000) (0.006)
Constant 4.726%%* 4.774%%* 6.696%** 60.423%*%*
(0.000) (0.000) (0.000) (0.000)
R-Squared Within 0.0040 0.0074 0.0127 0.0047
Countries 174 174 147 159
N 1997 1997 1465 1771

Note: P-values in parentheses. All models use country fixed effects.
* p<0.05, ** p<0.01, *** p<0.001

Since there are important factors that may significantly vary within countries in a
relatively short time period, we include two more models which control for many of these
factors. Table 3 reports results for our preferred model which includes time and country fixed
effects. These results indicate that an increase in private share of schooling enrollment is
associated with an increase in political rights and economic freedom.

Specifically, Table 3 shows that a ten percentage point increase in the private share of
schooling enrollment is associated with a 0.15-unit increase in the political rights index, or about
7.4% of a standard deviation. More notably, a ten percentage point increase in the private share
of schooling enrollment is associated with a 0.07-unit increase in the Economic Freedom of the
World index, or about 8% of a standard deviation. These results are quite similar to those in the
models without controls. This may be because the control variables are relatively stable over
time within countries.

The control variables behave as expected where significance arises. Large increases in a
country’s GDP are associated with increases in civil liberties and economic freedom, though
there are diminishing returns to GDP. It seems that more wealth within a country allows for

more political and economic liberty, perhaps because additional resources increase living



PRIVATE SCHOOLING PROMOTES POLITICAL AND ECONOMIC FREEDOM? 16

standards. Increases in government expenditures are associated with enhanced political rights
and civil liberties. Governments can allocate resources towards programs which increase the
perceived political freedom experienced by citizens. Alternatively, governments that respect the
political freedom of its citizens may also allocate resources relatively efficiently and therefore
receive less political pressure from its citizens regarding taxation policies.

An increase in population seems to be associated with lower levels of economic freedom,
though there is evidence of diminishing losses. This could be because higher levels of
population within a country magnify the economic problem of scarcity when access to resources
remains relatively constant. There is some evidence to suggest that higher total schooling
enrollment is associated with less civil liberties and economic freedom. It may be an increase in
forced schooling, which is argued as necessary for social order, leads to less civil liberties.
Additionally, while higher enrollment in schooling can lead to an educated workforce in the
long-run, it may lead to decreased economic success in the short-run. The increase in number of
people in the education sector decreases the number of people in the labor force in the short-run,
which likely decreases production in the short-run.

Higher life expectancy within a nation is associated with less economic freedom, perhaps
because a higher percentage of the population collecting retirement benefits, without additional
production, increases economic pressures related to scarcity of resources (Olson, 2008). Higher
rates of infant mortality are associated with lower economic freedom, perhaps because less
economic freedom and resources decrease the likelihood that infants will receive adequate
nutrition and care. Larger amounts of the population located in urban areas is associated with
less political and economic freedom, perhaps because urban areas are more likely to experience

various social problems such as crime and excessive competition for resources, however the
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relationship is not significant. Finally, older nation-states are mostly associated with more civil
and economic liberties, as expected. It is likely that nation-states which respect political and
economic liberties are those that remain intact; revolution is less likely to occur within countries

with governments that do not attempt to control and deceive their citizens.

Table 3: The Effect of Private Schooling on Political and Economic Freedom Indices

Political Civil Economic Freedom Index of Economic
Rights Liberties of the World Freedom
Private Share 0.015%* -0.003 0.007* 0.013
(0.004) (0.395) (0.041) (0.686)
GDP (Billions) -0.000 0.000* 0.000 0.001
(0.184) (0.012) (0.145) (0.065)
GDP? (Billions) -0.000 -0.000%** -0.000%** -0.000

(0.509) (0.000) (0.000) (0.249)
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Population (Millions) 0.011 0.010 -0.010 -0.287%**
(0.275) (0.142) (0.069) (0.000)
Population® (Millions) 0.000%** 0.000 0.000%** 0.000*
(0.003) (0.922) (0.000) (0.012)
Enrollment (Millions) -0.000 -0.000* -0.000 -0.000
(0.164) (0.035) (0.094) (0.642)
Enrollment” (Millions) 0.000%** 0.000 0.000%*** 0.000*
(0.003) (0.363) (0.000) (0.014)
Govt Expend 0.012%* 0.017%** -0.004 0.021
(0.041) (0.000) (0.425) (0.648)
Percent Urban -0.015 -0.010 -0.010 -0.017
(0.142) (0.125) (0.102) (0.776)
Country Age 0.008 0.024%%** -0.001 0.219%**
(0.278) (0.000) (0.728) (0.000)
Infant Mortality -0.002 -0.001 -0.022%** -0.071*
(0.725) (0.753) (0.000) (0.011)
Life Expectancy 0.010 0.010 0.003 -0.279%**
(0.563) (0.411) (0.766) (0.005)
Constant 2.392 0.611 7.905%** 52.979%***
(0.100) (0.534) (0.000) (0.000)
R-Squared Within 0.0384 0.2119 0.2089 0.0721
Countries 154 154 135 146
N 1698 1698 1328 1592

Note: P-values in parentheses. All models include country and year fixed effects.

* p<0.05, ** p<0.01, *** p<0.001
Two-Stage Least Squares Fixed Effects Results

Table 4 reports the results based on the two-stage least squares country/year fixed effects

regression below. The coefficients are all positive and larger in absolute value, however only

two of the results are statistically significant with this analytic strategy. A ten percentage point

increase in the predicted private share of schooling enrollment is associated with a 0.56-point

increase, or about a third of a standard deviation increase in the civil liberties index, and a 0.48-
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point increase, or over a half of a standard deviation increase in the Economic Freedom of the
World Index. Again, the coefficients on the control variables behave as expected.

In each of the four models, the coefficient on the instrument is highly statistically
significant in the first-stage with a p-value of about zero. A one percentage point increase in the
child share of the population is associated with between a 0.43 and 0.71 percentage point
reduction in the private share of schooling enrollment. As expected, exogenous increases in
short-run demand for schooling are absorbed by the public school sector, likely because they are
obligated to provide free schooling to all children, while private schools are not likely to respond
to short-run financial incentives as quickly. Furthermore, the instrument is redundant since it is
not significantly related to any of our outcome variables empirically or intuitively.

The increase in effect sizes that we observe can be explained in at least two ways. If the
instrument is not exogenous, it may introduce more bias into our model than it removes.
However, the instrument appears to be intuitively and empirically less endogenous to the model
than private schooling itself. In fact, it may be that the omitted variables bias within the original
model actually has a significant negative impact on our outcome variables. The instrumental
variable could attenuate the negative omitted variables bias and result in the revelation of the
large and unbiased effect size.

Table 4: The Effect of Private Schooling on Political and Economic Freedom Indices

Political Civil Economic Freedom Index of Economic
Rights Liberties of the World Freedom
Predicted Private Share 0.018 0.056* 0.048%** 0.120
(0.554) (0.013) (0.000) (0.350)
Controls Yes Yes Yes Yes
R-Squared Within 0.0382 0.0708 0.0960 0.0649

Countries 152 152 135 146
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N 1696 1696 1328 1592

Note: P-values in parentheses. All models include country and year fixed effects and time-
variant controls. Second stage results reported. * p<0.05, ** p<0.01, *** p<0.001

Conclusion and Policy Implications

School choice program evaluations have found that access to private schooling increases
civic outcomes for students. In the United States, six studies have found null to positive effects
on tolerance of others, four have found null to positive effects on civic engagement, and three
have found positive effects on crime reduction. Although a few school choice program
evaluations around the world have examined the effect of private schooling on civic outcomes of
students, none have attempted to examine the causal impact of private schooling on political and
economic freedom at the global level.

Our results largely indicate that the private share of schooling can increase political and
economic freedom indices within a nation-state, but decision-makers must realize that private
schooling will have different effects in different countries and other time periods. Furthermore,
since this is the first study to examine these specific relationships, additional research is
encouraged and necessary for stronger policy recommendations. In particular, we stress that the
observed relationships are likely to be structural and, therefore, less likely to accrue benefits in
the short-run. Nonetheless, our study provides robust evidence that private schooling can be
beneficial to broad social goals such as political and economic freedom within a nation-state.

Based on the evidence, it would be wise for decision-makers to increase access to private
schooling option through increased funding for private school choice programs. This would
entice additional private schools to enter the market for schooling, which would reduce the

overall price of schooling while increasing the number of options available to families. In order
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to increase the supply of private schooling options, policy-makers may also consider reducing
regulatory costs for private schools to participate in school choice programs. Lastly, we should
increase the amount of data available on private schooling around the world, so that researchers

could provide more information about differential impacts for subgroups.
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