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Keep the winners and sell the losers:  
Portfolio management for stocks schools 

Updated: November 2012 
Philadelphia’s education policymakers are betting all their chips on a strategy called “portfolio 
management,” gambling that it will result in improved student achievement. Portfolio management is a 
hybrid based on the core Friedmanesque belief in laissez-faire, market-based competition between 
schools as the key driver of change. At the same time, it attempts to control choice and manage risk by 

centralizing decision- making—through the district or an independent authority—for closing low-
performing schools and opening or replicating more effective schools. School districts, including 
Chicago, Los Angeles, Milwaukee, New Orleans and New York City, have implemented some form of this 
portfolio management in recent years with little evidence of effectiveness.  

District officials in Chicago, Los Angeles and New York City have aggressively supported the proliferation 
of school choice by opening dozens of charter schools every year, while private voucher schools are an 
added part of the mix in Milwaukee and New Orleans. Philadelphia’s education leaders have formed an 
alliance with charter operators as well as the Roman Catholic Archdiocese, suggesting that they are 

committed to a portfolio of school choices, regardless of the governance—public, charter or private 
schools.  

What is the Evidence? 
There is a dearth of evidence supporting the effectiveness of the portfolio-management model. There 
are no peer-reviewed studies that evaluate the impact of portfolio districts on student achievement. 
However, there are a number of reports and scholarly analyses of Chicago, Los Angeles, Milwaukee and 
New York City district portfolio-management policies that reveal important shortcomings in the model.  

• Chicago’s Renaissance 2010 initiative closed 44 schools for poor academic performance 
between 2001 and 2009, replacing them with schools often operated by outside 
providers. In a February 2012 report, “Turning Around Low-Performing Schools in 
Chicago,” The University of Chicago Consortium on Chicago School Research found that 
most dislocated students transferred to schools that were little or no better than the 
ones that had been closed, and student achievement did not improve. In addition, the 
consortium reported that rather than serving the students from closed schools, 
replacement schools served “more economically advantaged students, more students 
with higher prior achievement, and fewer special education students.”1 Summary: 
Rather than improving equity and outcomes, Chicago's experiment with portfolio 

                                                           
1 De la Torre, M., and J. Gwynne. 2009. When Schools Close: Effects on Displaced Students in Chicago Public 
Schools. Chicago: Consortium on Chicago School Research.  
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management created replacement schools that produced mediocre results even though 
they enrolled more advantaged students. 
 

• The Los Angeles Public School Choice Initiative combines school turnaround and 
portfolio management strategies. According to its official external evaluators, the 
initiative relies heavily on a theory of change that stresses the importance of 
competition for schools from multiple applicant teams, as well as significant technical 
assistance and support for implementation of turnaround plans. Yet, University of 
Southern California researchers documented that Los Angeles schools designated for 

turnaround—“focus  schools”—generated little competition, with an average of just 1.9 
bidders, some without high-quality plans. In addition, the report found that many school 
turnaround teams received little or none of the promised support and technical 
assistance from the district or its partners, hindering the teams’ ability to implement 
their plans. The first-year results found that students in the focus schools performed 
worse on standardized tests in math and English/language arts relative to comparable 
students in a control group.2 Summary: In theory, portfolio management created 
competition and a centralized support system that would result in better student 
performance. In practice, Los Angeles had minimal competition, weak supports for 
schools and a drop in student performance. 
 

• Milwaukee Public Schools adopted a policy of portfolio management strategy based on 
the theory that competition among schools would increase school accountability and 
performance by allowing parents to choose the most effective school for their children. 
The Stanford Center for Opportunity Policy in Education reported that this resulted in a 
strategy that emphasized successfully marketing schools, attracting students and 
generating revenue rather than improving instructional practices and student 
performance. Student test scores remained flat, and the rate of student mobility rose.3 
Summary: Milwaukee's portfolio generated revenues and churn but not better results for 
students. 
 

• In New York City, Mayor Michael Bloomberg and the school district invested heavily in 
expanding the number and variety of school options over the last decade, creating a 
portfolio of more than 500 new small schools and 100 new charter schools, at the same 
time closing dozens of schools they deemed to be low-performing. They have asserted 
that their policies of competition and choice will result in closing the racial and ethnic 

                                                           
2 Strunk, K.O, J. Marsh, A. Hashim, S. Bush, and T. Weinstein. 2012. The Efficacy of the Los Angeles Unified School 
District Public School Choice Initiative for Student Achievement Outcomes: Evidence from the First Year. Los 
Angeles, CA: University of Southern California, Rossier School of Education.  
3 Montgomery, K, L. Darling-Hammond, and C. Campbell. 2011. Developing Common Instructional Practice Across a 
Portfolio of Schools: The Evolution of School Reform in Milwaukee. Stanford, CA: Stanford University, Stanford 
Center for Opportunity Policy in Education.  
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achievement gaps as well as improve the quality of public education for all students by 
ensuring that disadvantaged students are not automatically assigned to disadvantaged 
schools. Yet a policy brief published in 2012 by the Annenberg Institute for School 
Reform finds that the relationship between indicators of college readiness and the racial 
composition of the student’s neighborhood continues to be more highly correlated than 
any other factor, including where the student attends school. The portfolio 
management model has not succeeded in breaking the link, and “college readiness rates 
are still largely predicted by the demographics of a student’s home neighborhood.” 
Annenberg urges the district to instead “invest heavily in school improvement strategies 
to increase the capacity of all schools to effectively prepare students for college.”4 
Summary: While New York City's leaders sold portfolio management as a way to close 
the achievement gap, the result was disruptive change and widespread school closings 
that took the focus off of policy changes that would better offset the effects of poverty. 

What can we expect? Philadelphia’s track record on portfolio management 
Philadelphia has experimented with variations of the portfolio-management model over the last decade. 
Whether hiring outside for-profit and nonprofit providers to operate district schools or authorizing 
dozens of charter schools, the district has actively created a market for a diverse portfolio of providers. 
Although that market has been fueled almost entirely by public tax dollars, it has been remarkably 
unregulated by public officials. And Philadelphians have had to live with the results: lack of 
transparency; poor to mediocre student achievement; schools that “counsel out” high-needs students 
and contribute to stratification, financial scandals, nepotism, self-dealing, multiple federal investigations 
and political alliances that have blocked termination of outside-management contracts for poor 
performance .  

Advocates argued that outside providers would bring expertise and capacity to raise achievement in 
Philadelphia’s schools. Study after study has produced no evidence that students in schools managed by 
outside providers perform any better than their peers in other district schools. Charter school students 
have shown no greater gains than those in neighborhood public schools.  

The concept of diverse providers is now accepted in Philadelphia, but neither the district nor the School 
Reform Commission has taken necessary steps to protect the public interest. Philadelphia’s children and 
families deserve a strong framework for accountability to ensure a level playing field for all students and 
public accountability for all schools. Portfolio management is based on the notion that competition will 
lead to better schools. But the reality, in district after district, is that while disruption, turmoil and 
revenues may go up, student achievement does not. 

 

                                                           
4 Fruchter, N.M, M. Hester, C. Mokhtar, and Z. Shahn. 2012. Is Demography Still Destiny? Neighborhood 
Demographics and Public High School Students’ Readiness for College in New York City. Providence, RI: Annenberg 
Institute for School Reform, Brown University. 
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