
Tax-Credit Scholarships & Education
Savings Accounts

Executive Summary
Several states currently operate statewide tax-credit scholarship or related educational savings
account programs to increase nonpublic school choice. In 2021, Missouri established the
Empowerment Scholarship Account (ESA) Program via HB 349 and SB 86. In 2022, HB 2211 was
introduced to expand this program by allowing qualifying students to include those from
counties with more than 100,000 inhabitants (currently 12 Missouri counties). SB 841 has also
been proposed to establish a distinct, Education Savings Account Program. It would differ in
implementation from the Empowerment Scholarship Program in several ways including its
funding mechanism. While limited, government and scholarly evaluation of existing private
school choice policies highlight some of the ways that these programs can influence parental
satisfaction, student performance, public school funding, and the accessibility of quality choice
options.

Highlights

● Tax-credit scholarships, education savings accounts, and vouchers are the three primary
tools to increase private school choice. Program parameters (e.g., funding mechanisms,
student eligibility, approved providers) within and across private school choice
options  vary by state.

● Government evaluations of tax-credit scholarships and education savings account
programs tend to find high program satisfaction and moderate academic
improvements in some, but not all, states. While states report some level of resource
misuse, most indicate that they do not have the resources to effectively audit all
program expenditures.

● Along with student eligibility requirements (e.g., income, disability), the geographic
distribution of choice options and size of the scholarship/grant may make the full
range  of choice options less accessible to some rural and/or low-income students.

Limitations

● Due to significant differences in policies across states, it is difficult to compare student
achievement (e.g., test scores, graduation rates) and program outcomes. Consistent
evaluation of program quality is further complicated by non-standardized or changing
assessments and frequent legislative changes to existing program parameters.

● Because many of these programs are new and changing, it is difficult to predict the
long-term impacts of tax-credit scholarship programs on public school finances and
performance (e.g., facilities or administrative costs, teacher pay and/or quality).

● A substantial number of studies and reports on this topic have been funded, performed
and/or published by pro- and anti- school choice advocacy groups.
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Research Background

Tax-Credit Scholarships & Related Private School Choice Programs

Vouchers, tax-credit scholarships, and education savings accounts are meant to increase
nonpublic educational options for students/families who are unsatisfied with their current
district/public school assignment.

Private school choice programs vary across states depending on if they are funded through
general revenue or tax credits, which students are eligible to receive funds, who manages
the accounts, and requirements for education service providers. The Missouri
Empowerment Scholarship Accounts Program is funded through contributions to the
program’s fund with contributors receiving a tax credit equal to their contribution up to
50% of their state tax liability. For an overview of how the Missouri program and existing
programs in other states compare (Supplemental Table 1).

Legal challenges: School choice that allows state money to be spent on private education is
often challenged on the constitutional grounds that public funds should not be used on
private, often religious, schools. Most recently, Nevada’s education saving account
program was upheld by the Nevada Supreme Court, which found that it was constitutional
for taxpayer money to be spent on private schools but that the legislature must establish a
distinct funding stream from the funds allocated for public school spending.1 The Nevada
program currently remains in statute but inactive due to lack of funding. The United States
Supreme Court also ruled in 2020 (Espinoza v. Montana Department of Revenue) that tax
credits can be used to pay for religious schools.2

How does increasing private school choice impact students, families, & public schools?

Parent satisfaction: In general, parents who choose private school options have higher levels
of satisfaction with their child’s school.3 Recent government evaluations of education
savings account programs for students with disabilities in Tennessee and Mississippi
indicate that 80-90% of surveyed families are satisfied with the choice program.4,5 Because
surveys are typically administered only to families participating in a choice program, there
is insufficient data to determine how these programs impact school satisfaction ratings in
families whose children were either ineligible to participate or chose not to participate.
Proposed SB 841 would require the Treasurer to administer annual parent satisfaction
surveys.

Student performance: Most states do not require uniform assessments for private and
public schools, making it difficult to measure performance improvements after program
entry or to rigorously compare differences in student achievement between public and
private schools. Many evaluations, therefore, rely on self-reporting by parents or districts
rather than comparisons of standardized test scores. As of 2018, ⅔ of survey respondents
participating in Nevada’s Opportunity Tax Credit Scholarship program for low-income
students reported either no change or an increase in certain test scores.6 In Mississippi’s
education savings account program for students with disabilities, parents indicated that

https://revisor.mo.gov/main/OneSection.aspx?section=135.712
https://revisor.mo.gov/main/OneSection.aspx?section=135.712
https://docs.google.com/spreadsheets/d/14us_4q4l-cR39OEAAVDziZOrLxbQsm0SD3dj74i1MfM/edit?usp=sharing
https://www.senate.mo.gov/22info/BTS_Web/Bill.aspx?SessionType=R&BillID=71259893#:~:text=SB%20841%20%2D%20This%20act%20establishes%20the%20Education%20Savings%20Account%20Program.&text=A%20parent%20of%20an%20eligible%20child%20may%20create%20an%20education%20savings%20account.&text=This%20act%20establishes%20certain%20duties,connection%20with%20education%20savings%20accounts.


92% of respondents reported positive progress toward their child’s Individualized
Education Program (IEP) or service plan. Seventy-eight percent of respondents also
reported improvements in general subject areas, however less than 10% of respondents
indicated that their child improved their performance on standardized tests and advanced
placement coursework.4 Participation in tax-credit scholarship programs is also associated
with improved graduation rates in some states (e.g. Florida).7 However, opponents argue
that graduation rate comparisons are inappropriate because private schools are able to
select who can  enroll and stay in schools, therefore artificially inflating graduation rates.

Public school funding: While tax-credit scholarship programs usually reduce the calculation
of state aid to districts, they are also expected to decrease general revenue in the state
which could impact overall public education funding and/or spending in other sectors.8

Depending on student eligibility requirements, certain public school districts may be
disproportionately affected by student transfers. Eighty-two percent of students eligible for
Kansas’s income-based, tax-credit scholarship come from two public school districts
(Kansas City and Wichita) that have lower graduation rates than the state average.9 In the
Mississippi Education Saving Account program, which is targeted toward students with
disabilities, ⅔ of participants were previously enrolled in public schools that would receive
fewer state dollars because of the decreased average daily attendance calculation. Five
relatively high-income, high-performing school districts accounted for a majority of public
school transfers during FY20.4 Finally, due to program variation and periodic adjustments,
it is difficult to determine the extent to which private school choice programs impact the
fixed costs (e.g., building, administration, pensions) and hiring decisions of public schools
over the long-term.

Accessibility of choices: While private schools who receive federal funds are expressly
prohibited from discriminating based on sex, race, ethnicity, national origin or disability,
courts have often upheld the ability of private schools to reject students based on religious
affiliation. Opponents of private school choice programs argue that the ability of private
schools to choose which certain students they accept can lead to selection biases and
discrimination. One way to evaluate program accessibility is to determine the
demographics of program participants. In Mississippi’s program, which serves 0.9% of
students with disabilities in the state, 6% of participants are eligible for free or reduced
lunch (compared to ~75% eligibility in public school populations) and participants are
predominantly white.4 Nevada’s income-based program, on the other hand, has an average
household income of $45,694 and diverse student participants [Hispanic (28%), Caucasian
(27%), and mixed race (26%)].6

Costs and access to private education providers also influences who can access educational
choices. In Tennessee, 40% of program participants indicated that they spent more than
$1000 of their own dollars each year because the Individualized Education Account
allotment did not cover all of their educational expenses.5 However, because Tennessee's
program serves students with disabilities, this may not be representative of other types of
programs (e.g., income-based). In addition to eligibility and income barriers, lack of access
to complete information, difficulty accessing information (i.e., language barriers, school



meetings overlapping with work obligations) and geographical access can make it more
difficult for rural and low-income families to access the full range of quality choice
options.10,11

Existing and Proposed Programs in Missouri

The Missouri Empowerment Scholarship Account Program

Educational assistance organizations (EAOs) are funded through donations that are then
reimbursed through tax credits. The amount of tax credits for the program is limited to a
maximum $25 million for the first year and $50 million for subsequent years and only goes into
effect if student transportation is appropriated at 40% or more of the projected costs. EAOs
provide Empowerment Scholarship Accounts through contracts with parents that must ensure
that qualified students enroll in nonpublic schools or public schools in a different district.
Additionally, funds from Empowerment Scholarship Accounts must be used for tuition or fees
to qualifying schools and/or can be used for educational expenses such as tutoring, textbooks,
etc. Only 10 EAOs can be certified in a single school year and a maximum of 6 can be based in
each of the following areas: Greene County; Jackson County; St. Charles County; St. Louis
County; and St. Louis City. Finally, public schools can count students that transfer with
Empowerment Scholarship Accounts as part of their attendance for the calculation of state and
federal funding for up to 5 years.

There are several requirements for qualifying students for the Missouri Empowerment
Scholarship Program including that students must be from counties with charter forms of
government or live in municipalities with populations over 30,000 residents. Additionally,
qualified students must have an individualized education plan (IEP) or be from families with a
family income under two times the standard income used for qualification for free and reduced
price lunch. For a family of 4, the qualifying income is less than ~$100,000. Finally, qualified
students are required to have attended a public school for at least one semester in the previous
year or be attending kindergarten or first grade. House Bill 2211 would expand the reach of the
Empowerment Scholarship Program by allowing qualifying students to include those from
counties with more than 100,000 inhabitants (currently 12 Missouri counties), however, the
program is still capped at 50 million. According to a 2021 poll of Missouri families, 53% of
survey respondents strongly or somewhat supported the Empowerment Scholarship Accounts
program. Additionally, 55% oppose a current rule which limits the program to large
metropolitan areas.12

Education Savings Account Program

Proposed via SB 841, the Education Savings Account Program would be funded through State
General Revenue funds. In this program, parents would open untaxed Education Savings
Accounts, managed by the Treasurer, which would be funded through grants from an
Educational Savings Account Program Fund, funded through General Revenue allocations.
Qualified students are those whose family incomes do not exceed 200% of the income
qualification for free and reduced price lunch. Once in the program, participants and their
siblings are eligible to stay in the program until they graduate or reach the age of 21 regardless

https://www.benefits.gov/benefit/2000
https://house.mo.gov/Bill.aspx?bill=HB2211&year=2022&code=R
https://www.senate.mo.gov/22info/BTS_Web/Bill.aspx?SessionType=R&BillID=71259893#:~:text=SB%20841%20%2D%20This%20act%20establishes%20the%20Education%20Savings%20Account%20Program.&text=A%20parent%20of%20an%20eligible%20child%20may%20create%20an%20education%20savings%20account.&text=This%20act%20establishes%20certain%20duties,connection%20with%20education%20savings%20accounts.


of changes in family income. Unlike the Education Savings Account Program, there are no
limitations in what regions of the state qualify and the program would only fund private school
and other educational expenses, not nonresident public schools. There is no set limit on the
amount of funding that can be allocated for the program (see Supplemental Table 1).
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Supplemental Table 1.

Tax-Credit
Scholarships

Current Missouri
Empowerment

Scholarship Accounts

Florida Tax Credit
Scholarships

Kansas Tax
Credit for Low

Income Students
Scholarship

Program

Nevada
Educational

Choice
Scholarship

Program*

Statute/
legislation

Revised Statutes of Missouri
166.705

Fla. Stat. § 1002.395 K.S.A. 72-4351-4357 N.R.S. 388D.250-280

Funding
source

Up to 50 million in tax
credits for FY 2023; up to
50% of taxpayer’s state tax
liability

100% tax credit for eligible
donations (up to specified
limit)

70% tax credit for
eligible donations
(up to specified
limit)

tax credit for eligible
donations (up to
specified limit); credit
value determined by
state

Account
managed by

Approved nonprofit
education assistance
organization (EAO); allowed
to contract with private
firms

approved nonprofit
scholarship granting
organizations (SGOs)

approved nonprofit
scholarship granting
organizations
(SGOs)

approved nonprofit
scholarship granting
organizations (SGOs)

Student
eligibility

In a prioritized order, with
students having an
approved individualized
education plan (IEP) or
living in a household whose
total annual income meets
the income standard for free
and reduced price lunches
being the first priority.

income-based (< 185% of the
federal poverty level)

income-based
(eligible for free or
reduced lunch
program)

income-based (< 300%
of the federal poverty
level)

Accountability
/ requirements
for nonpublic

education
providers

A qualified school is
incorporated in Missouri
and that does not
discriminate on the basis of
race, color, or national
origin.

- administer national
norm-referenced test
- nondiscrimination
- health, safety and welfare
standards
- employee background checks
*full list

- must be accredited
for the purpose of
satisfying the
teaching
performance
assessment for
professional
licensure

not specified in statute

Recent
program

evaluation
N/A

2018-19 Program Evaluation
(Learning Policy Institute at
Florida State University; June
2020)

2021 Legislative
Report (Kansas
Department of
Education; January
2021)

2018-19 Fact Sheet
(Nevada Department
of Education;
November 2018)
*Nevada's program is
still in statute but has
not been allocated
funding and is
therefore currently
inactive.

Education
Savings Missouri

Arizona
Empowerment

Mississippi
Education

Tennessee
Individualized

https://revisor.mo.gov/main/OneSection.aspx?section=166.705&bid=49830&hl=
http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=1000-1099/1002/Sections/1002.395.html
http://www.ksrevisor.org/statutes/chapters/ch72/072_043_0051.html
http://www.ksrevisor.org/statutes/chapters/ch72/072_043_0057.html
https://www.leg.state.nv.us/NRS/NRS-388D.html#NRS388DSec250
https://www.leg.state.nv.us/NRS/NRS-388D.html#NRS388DSec280
https://house.mo.gov/billtracking/bills211/fiscal/fispdf/0711H.03T.ORG.pdf
http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=1000-1099/1002/Sections/1002.421.html
http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=1000-1099/1002/Sections/1002.421.html
http://www.fldoe.org/core/fileparse.php/5606/urlt/FTC-Report1718.pdf
https://www.ksde.org/Portals/0/School%20Finance/Action%20Items/Legislative%20Report%20January%202021%20TCLISSP.pdf?ver=2021-01-08-155425-517
https://www.ksde.org/Portals/0/School%20Finance/Action%20Items/Legislative%20Report%20January%202021%20TCLISSP.pdf?ver=2021-01-08-155425-517
https://www.aaascholarships.org/wp-content/uploads/2019/02/Opportunity-Scholarships-2018-Annual-Report-2019_02.pdf


Accounts Education
Savings

Accounts

Scholarship
Accounts

Scholarship
Accounts

Education
Account Program

Statute/
legislation

Senate Bill 841
Ariz. Rev. Stat. §
15-2401-2404

Miss. Code Ann. §
37-181-1-23

Tenn. Code Ann. §§
49-10-1401-1406

Funding source state- general revenue state- general revenue state- general revenue state- general revenue

Account
managed by

state government;
allowed to contract with
private firms

state government; allowed
to contract with private
firms

state government state government

Student
eligibility

income-based (< 2x
qualifying income for
free and reduced lunch)

students with disabilities;
foster children; military
families; students living on
reservation; students
attending low-performing
schools

students with disabilities,
IEPs

students with disabilities,
IEPs

Accountability
/ requirements
for nonpublic

education
providers

must:
- require students to
take state assessment or
national
norm-referenced test
- comply with health &
safety code
requirements for private
schools;
- maintain valid
occupancy permit
- have
nondiscrimination
policy
- criminal background
checks on employees

- does not discriminate on
the basis of race, color or
national origin

- does not include a home
instruction program
- must take assessment but
can choose what type

- national
norm-referenced test or
state comprehensive
assessment program
(only grades 3-8)
- must comply with
criminal background
checks, existing health
and safety laws for
public schools
- nondiscrimination by
race, color or national
origin

Recent program
evaluation

2020 Audit (Arizona
Department of Education;
April 2020)

2020 Legislative Report
(Mississippi Joint
Committee on Performance
Evaluation and
Expenditure Review;
December 2020)

2017-18 Program
Implementation Report
(Tennessee Department
of Education; September
2018)

https://www.senate.mo.gov/22info/BTS_Web/Bill.aspx?SessionType=R&BillID=71259893#:~:text=SB%20841%20%2D%20This%20act%20establishes%20the%20Education%20Savings%20Account%20Program.&text=A%20parent%20of%20an%20eligible%20child%20may%20create%20an%20education%20savings%20account.&text=This%20act%20establishes%20certain%20duties,connection%20with%20education%20savings%20accounts.
https://www.azleg.gov/viewdocument/?docName=https://www.azleg.gov/ars/15/02401.htm
https://www.azleg.gov/viewdocument/?docName=https://www.azleg.gov/ars/15/02401.htm
https://www.azleg.gov/viewdocument/?docName=https%3A%2F%2Fwww.azleg.gov%2Fars%2F15%2F02404.htm
https://advance.lexis.com/documentpage/?pdmfid=1000516&crid=7b2e7f46-c005-4732-bd5e-58b7bbc0bf73&nodeid=AAUAEAAAB&nodepath=%2FROOT%2FAAU%2FAAUAEA%2FAAUAEAAAB&level=3&haschildren=&populated=false&title=%C2%A7+37-181-1.+Title+%5BRepealed+effective+June+30%2C+2024%5D.&config=00JABhZDIzMTViZS04NjcxLTQ1MDItOTllOS03MDg0ZTQxYzU4ZTQKAFBvZENhdGFsb2f8inKxYiqNVSihJeNKRlUp&pddocfullpath=%2Fshared%2Fdocument%2Fstatutes-legislation%2Furn%3AcontentItem%3A6076-THF3-CH1B-T4SD-00008-00&ecomp=c38_kkk&prid=6c43765d-8f62-46f4-9ec7-01a3cde7c6f5
https://advance.lexis.com/documentpage/?pdmfid=1000516&crid=7b2e7f46-c005-4732-bd5e-58b7bbc0bf73&nodeid=AAUAEAAAB&nodepath=%2FROOT%2FAAU%2FAAUAEA%2FAAUAEAAAB&level=3&haschildren=&populated=false&title=%C2%A7+37-181-1.+Title+%5BRepealed+effective+June+30%2C+2024%5D.&config=00JABhZDIzMTViZS04NjcxLTQ1MDItOTllOS03MDg0ZTQxYzU4ZTQKAFBvZENhdGFsb2f8inKxYiqNVSihJeNKRlUp&pddocfullpath=%2Fshared%2Fdocument%2Fstatutes-legislation%2Furn%3AcontentItem%3A6076-THF3-CH1B-T4SD-00008-00&ecomp=c38_kkk&prid=6c43765d-8f62-46f4-9ec7-01a3cde7c6f5
https://advance.lexis.com/documentpage/?pdmfid=1000516&crid=c4671fab-a834-46cf-95c6-1e4bef295f6c&nodeid=AAUAEAAAM&nodepath=%2FROOT%2FAAU%2FAAUAEA%2FAAUAEAAAM&level=3&haschildren=&populated=false&title=%C2%A7+37-181-23.+Repeal+of+Sections+37-181-1+through+37-181-23+%5BEffective+until+July+1%2C+2024%5D.&config=00JABhZDIzMTViZS04NjcxLTQ1MDItOTllOS03MDg0ZTQxYzU4ZTQKAFBvZENhdGFsb2f8inKxYiqNVSihJeNKRlUp&pddocfullpath=%2Fshared%2Fdocument%2Fstatutes-legislation%2Furn%3AcontentItem%3A6078-7TD3-CH1B-T2RS-00008-00&ecomp=c38_kkk&prid=f82ac886-0a32-431d-9a48-2a208a57b763
https://advance.lexis.com/documentpage/?pdmfid=1000516&crid=ee78ac18-3759-4a5a-a6b9-bcc17176c9c2&config=025054JABlOTJjNmIyNi0wYjI0LTRjZGEtYWE5ZC0zNGFhOWNhMjFlNDgKAFBvZENhdGFsb2cDFQ14bX2GfyBTaI9WcPX5&pddocfullpath=%2Fshared%2Fdocument%2Fstatutes-legislation%2Furn%3AcontentItem%3A5G6C-TX70-R03K-W032-00008-00&pdcontentcomponentid=234179&pdteaserkey=sr0&pditab=allpods&ecomp=c5w_kkk&earg=sr0&prid=674c696d-581b-4171-a1bd-1ca91963cd05
https://advance.lexis.com/documentpage/?pdmfid=1000516&crid=4f137ec1-dd86-4b4a-8089-d971f7c93152&pdistocdocslideraccess=true&config=025054JABlOTJjNmIyNi0wYjI0LTRjZGEtYWE5ZC0zNGFhOWNhMjFlNDgKAFBvZENhdGFsb2cDFQ14bX2GfyBTaI9WcPX5&pddocfullpath=%2Fshared%2Fdocument%2Fstatutes-legislation%2Furn%3AcontentItem%3A5G6C-TX70-R03K-W037-00008-00&pdcomponentid=234180&pdtocnodeidentifier=ABXAAKAAOAAG&ecomp=w53dkkk&prid=ec667ae5-9f80-4bbe-a70a-85aca4af78c7
https://www.azauditor.gov/sites/default/files/20-103_Report_0.pdf
https://www.peer.ms.gov/Reports/reports/rpt649.pdf
https://www.tn.gov/content/dam/tn/education/iea/iea_program_implementation_report_2017-18.pdf
https://www.tn.gov/content/dam/tn/education/iea/iea_program_implementation_report_2017-18.pdf

