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Chapter 4
Look Familiar? Charters 
and Teachers

Michael DeArmond, Betheny Gross, and Dan Goldhaber

One hope that many advocates had for charter schools is that they would pioneer new 
ways of employing and paying teachers, in the expectation that this might lead the way 
toward a higher-quality teaching force.  By hiring nontraditional teachers and leaders, 
charter schools could, in theory, create “a new education profession where individuals 
are paid (and retained) on the basis of their performance and are encouraged to inno-
vate.”1  Descriptive studies suggest that charter schools, on average, do employ teachers 
with different characteristics than traditional public schools.  Charter school teachers are 
somewhat younger, less experienced, and less likely to be certified.2  According to some 
data, they are also more likely to have graduated from a selective college.3  But when it 
comes to teacher compensation, it is not clear that charter schools are innovating in the 
ways that advocates had hoped.  

A DIFFERENT APPROACH TO PAYING TEACHERS

In traditional public schools, teacher pay is driven by formulas.  These formulas—known 
as salary schedules—typically do not distinguish between low and high performers.  
They do not take into account hard-to-fill subject areas or difficult teaching assign-
ments.  For decades, people have argued that this inflexibility makes teaching a costly 
career choice for people with the best skills or technical expertise.4  As a result, it is 
argued that the “brightest” college graduates tend to avoid teaching, and if they teach, 
they are more likely to leave.5  Similar factors are thought to be at work, with particular 
intensity, around math and science teachers.6  

Charter schools, by design, were an invitation to try a different approach.  Compared to 
traditional public schools, charter schools enjoy wide-ranging flexibility around staffing 
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and budgets.  It was hoped that this freedom from many rules, along with the pressure 
created by choice and accountability, would set the stage for charter schools to experi-
ment.  In addition to tapping a broader labor pool, charter schools would be free to try 
compensation policies that, among other things, recognized and rewarded performance 
and skill.  By paying teachers differently, the hope was that charter schools would mar-
shal their resources more effectively and efficiently to meet their schools’ goals and get 
results.  

In some ways, it looks like charter schools are delivering on their promise to innovate.  
Economist Michael Podgurksy’s 2006 analysis of data from the U.S. Department of 
Education’s 1999–2000 Schools and Staffing Survey (SASS), for example, suggests that 
charter schools are more likely to pay extra for particular skills or qualifications than are 
traditional public schools.  Fully 38 percent of charters say they offer teachers incen-
tives or bonuses for “excellence in teaching,” compared with just 6 percent of traditional 
public schools.  Charter schools are also more likely to offer extra incentives for teach-
ers with hard-to-find skills, for example, working in hard-to-hire subjects and, some-
what surprisingly, for certification from the National Board of Professional Teaching 
Standards.7

HOW DIFFERENT ARE THEY?

While there is little doubt that more charter schools are experimenting with pay relative 
to traditional public schools, the National Charter School Research Project’s (NCSRP) 
analysis of the 1999-2000 SASS data reveals that charter schools themselves could 
clearly do more.  For example, the majority of charter schools (two-thirds) still report 
paying their teachers according to a salary schedule based on experience and education.  
Only a minority of charter schools use incentives for performance or expertise in short-
age fields: about one-third use merit incentives, and just 15 percent use subject-area 
incentives (see figure 1). It is reasonable to expect that charter schools, most of which 
are free from union and state hiring requirements, might have embraced pay-for-perfor-
mance and differential pay in much greater numbers.  

By paying teachers 

differently, the hope 

was that charter 

schools would marshal 

their resources more 

effectively and 

eff iciently to meet their 

schools’ goals and get 

results.



45

c
h
a
p
ter

 4
: lo

o
k
 fa

m
ilia

r
? c

h
a
r
ter

s
 a

n
d
 te

a
c
h
er

s

Figure 1. Compensation Policies in Charter Schools

Generalizations like these, however, can only tell us so much.  It may be, for example, 
that the absence of teacher tenure in charter schools means that salary schedules do not 
operate in the same way that they do in traditional public schools.  If charter schools are 
more likely to dismiss teachers early in their careers (which the SASS data seem to sug-
gest 8), and if these dismissals are due to poor performance, charter school salary sched-
ules may, in effect, reward both experience and performance.  

Figure 1 may also mask important variations within the charter sector.  Although it is 
not possible, in this short essay, to disentangle the many external and internal forces that 
affect schools’ decisions about how to pay teachers, a quick look across the charter sector 
suggests that state policy and institutional context constrain non-traditional approaches 
toward compensation. 

DIFFERENT CONTEXTS, DIFFERENT APPROACHES

Although they are often lumped together, charter schools operate in different policy 
environments that might affect how they approach paying teachers.  Consider one 
example: the different collective bargaining requirements that charter schools in dif-
ferent states face.  Using data from the Education Commission of the States’ State 
Policies for Charter Schools Database,9 NCSRP put states into four categories.  At one 
end of the spectrum are states that require charter schools to join local school district 
bargaining units; according to 1999-2000 SASS data, 10 percent of all charter schools 
operate in these states.  In the middle are two groups, states in which charter schools 
are assumed to participate in district collective bargaining agreements unless they opt 
out and states that allow charter schools to opt into district collective bargaining agree-
ments.  Four percent of charter schools are in the “opt out” states and 32 percent are 
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in the “opt in” states.  At the far end of this continuum are states that have no collec-
tive bargaining requirements for their charter schools.  Fifty-four percent of all charter 
schools operate in these states.  These differences in policy appear to be critical when it 
comes to teacher compensation.

Figure 2 shows the percentage of charter schools in each category that report using 
incentives for “excellence in teaching,” incentives for subject-area expertise, and salary 
schedules.  As the chart shows, charter schools without collective bargaining require-
ments are much more likely to steer clear of the salary schedule and use incentives.  
Although collective bargaining agreements do not preclude alternative compensation 
approaches, they may make them less probable, as schools must obtain waivers from the 
teachers union.

Figure 2. Compensation Policies in Charter Schools by Collective Bargaining 

Requirements
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Charter schools’ organizational characteristics are also associated with different pay 
plans.  Figure 3 is similar to figure 2 in that it shows the percentage of schools that 
report using incentives and salary schedules.  This time, however, the results are 
separated into conversion schools (traditional public schools that became charter 
schools) and start-ups.  Unsurprisingly, conversion schools appear more wedded to 
salary schedules, and are far less likely to offer wage differentials than start-ups. 

Figure 3. Compensation Policies in Charter Schools by School Origin

Figure 4 analyzes charter schools under yet another lens, by authorizer type.  It suggests 
that charter schools that have non-district authorizers are more likely to experiment 
with compensation than those that are authorized by school districts or states.  It is 
worth noting, however, that provisions of state law may trump the differences in figures 
3 and 4.  In states with more restrictive policy environments, there are no statistically 
significant differences in compensation policies by authorizer or origin.
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FIGURE 4. Compensation Policies in Charter Schools by Authorizer

State policy environments and organizational characteristics are intimately intertwined, 
so these four figures should be read with a heavy dose of caution.  It is also possible that 
charter practices mirror traditional public school practices because these practices are 
more effective, practical, or help schools survive.  Nevertheless, a quick look inside the 
charter sector suggests that charter schools in less-restrictive policy environments, 
charter schools that are start-ups, and those that have non-district authorizers seem 
more likely to approach the original hope that charters would experiment with 
alternative compensation policies for teachers.  What does this mean for policymakers 
who want to encourage charters to become a source of experimentation? 
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ENCOURAGING EXPERIMENTATION

Policymakers and school operators interested in encouraging experimentation in teacher 
pay might help set the stage for innovation with actions such as the following:  

Address the constraints of state laws.••   There is considerable variation in charter 
laws across the states, creating both more and less regulated policy environments 
for charter schools.  States that require charter schools to honor existing district 
or state collective bargaining agreements should not be surprised if their charter 
schools resemble traditional public schools.  Lifting these requirements may make 
it more likely that charter schools will experiment with compensation.  For teach-
ers and schools worried about losing job protections that come with collective 
bargaining, labor agreements like those used in some charter school networks (for 
example, Green Dot in Los Angeles) offer a middle ground, and may balance the 
risks associated with merit pay with other job securities. 
Encourage “new blood” via start-ups and innovative proposals.••   Given the dif-
ficulty of breaking with past practice, it stands to reason that start-ups hold more 
promise regarding human resource innovation than conversion schools.  In addi-
tion, charter school developers and boards should continue to encourage the 
participation of people from outside traditional public school markets as part of 
charter school leadership teams and governing boards.  In this way, charter lead-
ers can hope to encourage a broad range of perspectives and experiences with 
compensation policy around charter school governance and leadership.10  Start-up 
charter schools are allowed in the overwhelming majority of states, but the start-
up process is costly.  Increased state investment in incentives for starting charter 
schools, as well as authorizers that encourage innovative proposals, may promote a 
more diverse charter sector.

Of course, these approaches alone will not guarantee that charter schools break away 
from traditional compensation traditions.  States, authorizers, and other organizations 
have a role to play providing technical assistance about human resource practices.  The 
knowledge constraints around how to design an effective compensation system for 
teachers are formidable, for both charter and traditional public schools.  Charter autho-
rizers and other support organizations might help charter school leaders by providing 
information on alternative approaches to compensation and evaluating the effects of 
policies once in place.11 

There is also an argument to be made that as long as charter schools face severe resource 
constraints, it is unlikely they will experiment with teacher compensation.  Balancing 
capital costs through operational budgets, for example, may make it hard to find the 
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energy (or the resources) to offer merit pay or incentives in hard-to-staff areas, espe-
cially when these plans are not cost neutral, as is likely the case with merit pay.  If we 
assume that teachers are risk averse, inducing teachers to accept a more risky compensa-
tion scheme like merit pay will require more money than the costs associated with the 
certainty of a salary schedule.  In addition, if performance pay produces the results it is 
intended to—increased teacher effort and better results—salaries and associated costs 
are likely to increase.12  Although it is easy to ignore calls for more money, especially 
when they are associated with across-the-board salary increases, additional resources 
in the form of transition grants (much like the federal government has just awarded to 
charter schools in New York City) may be part of what is needed to drive innovation, 
especially regarding performance pay.  

In the end, if chartering hopes to truly move student achievement forward, recruit-
ing and developing human capital has to be a critical component.  Part of developing 
human capital involves moving beyond the pay practices that have been used for decades 
in traditional public schools.  In pursuit of that change, charter schools and policy-
makers face important challenges.  For charter schools, the challenge is to overcome 
traditional thinking and make full use of their autonomy to attract and retain the high-
est-quality teachers.  For policymakers, the challenge is to make sure that laws and regu-
latory environments support innovation.  If neither challenge is met, personnel policies 
in charter schools may end up looking a lot more familiar than advocates once hoped.
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