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Rather than contracting for s ervice provis ion for citiz en 
cons umption,  government can again decide what service is  needed 
and then let any certified provider compete directly for the citiz en’ s  
s ervice.  In this  cas e,  the funding is  granted to the provider bas ed 
on the number of eligible citiz ens  who are provided the s ervice.  
Brandl (1 9 9 8 ) s aw this  arrangement as  follows :  
 

1 .  C itiz ens  choos e among potential s uppliers  
2 .  Splitting purchas er and producer 
3 .  De-bureaucratiz ation 
4 .  Ex plicit provis ion for attainment of social objectives  
5 .  Independent monitoring 

 
A well-k nown ex ample of funding cons umers  directly is  the G. I.  Bill 
following World War II.  It work ed in this  way:  Each G. I. ,  if  he chos e,  
received the "right" to go to college free of charge.  T he federal 
government then paid the res pective colleges  and univers ities  the 
appropriate tuition.  T his  allowed all colleges  and univers ities  to 
compete for the soldier s tudents  and let the s oldier students  
pers onally decide which institutions  were best for them.   
 

Le Grand (2 0 0 7 ) noted three k ey points  about cons umer choice:  
 

• C ompetition:  It must be real  
• C hoice:  It must be informed 
• C ream-s k imming:  It must be avoided    

 

Steurle and T wombly,  (2 0 0 2 ) des cribed the steps  of a cons um er 
choice program:  

1 .  Find funding source(s ) for s uppliers  
2 .  Specify s ervice 
3 .  Determine eligibility 
4 .  C larify s upplier s tandards  
5 .  Ens ure adequate cons umer k nowledge 
6 .  Have cons umers  s elect s upplier 
7 .  Monitor and enforce standards  
8 .  C oordinate the program  

 

"Certainly, the growing prominence of vouchers in the United 
States is hinged to the pervasive tenants of privatization and 
devolution, but even the G.I. Bill, which provided college 
assistance to World War II veterans, was at its core a voucher 
program."       Steurle and Twombly, 2002 

 

Tools: Consumer Choice 
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Each of thes e steps  is  important or a choice ex periment can eas ily 
fail.  For instance,  the step of determining eligibility is  needed to 
ens ure that the competitors  don’t s elect the eas iest and cheapest 
cons umers .  T his  has  been a fear of charter s chools  and open 
enrollment in Minnes ota s chools —that only the best s tudents  will 
be attracted to these options ,  leaving public s chools  with the more 
difficult students .  
 
T here is  als o a need to ens ure that the competitors  are fully 
capable of performing the cons umer s ervice per the standards  s et 
by the government that is  establis hing the program.  For ex am ple,  
Section 8  vouchers  are us ed to as s ist the poor in s ecuring adequate 
hous ing.  T he recipient is  allowed to select the hous ing unit of his  
or her choice,  but the hous ing unit has  to meet all of the 
community s tandards  for hous ing.  
     
T o illustrate the problem to redes ign methodology for this  s ection,  
an ex ample of open enrollment for high s chool students  follows :  
 
Step 1 .  C learly define the 
problem 
Need to provide enriched 
clas s es  for high s chool 
s tudents  in Minnesota.  
 

Step 2 .  State the des ired 
meas urable outcome  
All high s chool s tudents  have 
an opportunity to tak e enriched clas s es .  
 

Step 3 .  Investigate why traditional approaches  aren't work ing 
It is  very ex pens ive to offer advanced clas s es  in each high s chool 
s tatewide to provide the opportunities  s ome students  need.  
 
Step 4 .  Identify alternative theories  or as s umptions  that addres s  
the problem 
C ompetition will increas e efficiency.  C hoice will improve 
effectivenes s .  
 
Step 5 .  Innovate and redes ign  
Allow high s chool students  to tak e college cours es  from state 
colleges  and univers ities  for high s chool credit (i. e.  open 
enrollment) 
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Steurle and Twombly (2 0 0 2 ) named s ome of the difficulties  of 
instituting cons umer choice:  
 

• Ens uring competition from s uppliers  
• Overcoming information as ymmetries  
• Managing acces s  
• Evaluating performance 
• C oordinating with other s ubs idy programs  
• Managing advers e s election 
   

Real ex amples  of cons umer choice include:   
• C harter Schools :  In Minnes ota,  charter schools  have been 

around s ince the late 1 9 8 0 s .  T hey allow for greater s ite 
s elf-determination and administrative flex ibility.  T his  is  a 
good ex ample of s ys tems redes ign that enables  cons umer 
choice.   

• Open Enrollment:  Allows  Minnes otans  to choos e where 
their  children go to school rather than the traditional 
approach of z oning to neighborhood s chools .   

• Post- Secondary Options :  School districts  acros s  the state 
and MNSCU colleges  are facilitating high s chool students ' 
trans ition to college by eas ing them into a few college 
clas s es  at the high school level.  

• Federal Hous ing Section 8  C ertificates :  Allow program 
cus tomers  to choos e their own hous ing,  rather than 
forcing them into traditional hous ing projects .   

• Daycare Subs idies :  Administered at the state and county 
level,  thes e allow program recipients  to choos e their  own 
daycare provider.  

 
Further readings  and ex amples  of C ons umer C hoice are 
available at T he Humphrey School of Public Affairs  Local 
Government Innovations  Website.  

 
 
 
 
 
 
 
 
 
 
 
 

http://www.ccss.jhu.edu/pdfs/Books/BOOK_ToolsAbstract_2002.pdf�
http://www.leg.state.mn.us/lrl/issues/charter.asp�
http://education.state.mn.us/mde/Academic_Excellence/School_Choice/Public_School_Choice/Open_Enrollment/index.html�
http://www.mnscu.edu/students/specialprograms/pseo.html�
http://www.affordablehousingonline.com/section8housing.asp�
http://www.dhs.state.mn.us/main/idcplg?IdcService=GET_DYNAMIC_CONVERSION&RevisionSelectionMethod=LatestReleased&dDocName=id_008688�
http://www.lgi.umn.edu/�
http://www.lgi.umn.edu/�

