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Introduction 
 

Quality education is necessary for a well-functioning society. Areas with better-

educated citizens have higher GDP,1 lower crime,2 and more civic engagement3 Children 

who receive a quality education are more likely to earn a higher income, live longer, and 

have better life outcomes. 

Unfortunately, for far too many Delaware students, access to educational 

opportunities is primarily determined by zip code and accident of birth. Wealthy families 

can afford to live in school districts with high performing district schools or send their 

children to independent schools. By contrast, most low- and middle-income families only 

have one choice: the local, assigned, district school. A 2007 survey showed that 59 

percent of Delaware residents rate the state’s district schools as “fair” or “poor” and 58 

percent of Delaware families would enroll their children in independent schools if they 

had the financial resources to do so.4 Though legislation passed in 1995 ostensibly allows 

students to attend government-run schools outside their assigned district,5 space, class 

size and enrollment restrictions often prevent families from exercising even this limited 

choice. 

No single education provider can meet the all the individual needs of the diverse 

students living within a given geographic region. In recognition of this fact, policymakers 

have sought innovative methods to expand educational opportunities and empower 

parents to tailor their children’s K-12 education experience. Instead of merely funding 

district schools to which children are assigned based on the location of their parents’ 

home, policymakers nationwide are embracing initiatives that provide greater choice and 

foster healthy competition. Twenty-three states and District of Columbia currently have 

some form of a private education choice program.6 The most popular of these initiatives 

are scholarship tax credit (STC) programs with over 150,000 students participating in 

such programs in thirteen states, including Alabama, Arizona, Florida, Georgia, Indiana, 

Iowa, Louisiana, New Hampshire, Oklahoma, Pennsylvania, Rhode Island, South 

Carolina and Virginia.7 

Under an STC program, individual and corporate taxpayers receive tax credits in 

return for donation to non-profit scholarship organizations that offer financial assistance 
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to low- and middle-income students attending schools that their family selected. This 

paper will summarize the research on STC programs, including their impact on student 

performance, parental satisfaction, popularity, fiscal impact, and constitutionality as well 

review how STC programs would benefit the citizens of Delaware.  

Choice and Competition Improve Educational Outcomes 
 

Education choice programs are among the most-studied education policies and the 

research literature overwhelmingly demonstrates that student achievement improves and 

parents are more satisfied when they are free to choose among a variety of schooling 

options. 

According to a 2013 literature review, 11 of 12 random-assignment studies—the 

gold standard of social science research8—found that education choice programs had a 

positive impact on the academic performance of participating students.9 Only one study 

found no statistically significant positive impact. No gold standard study has ever found a 

negative impact. Other recent studies have found that school choice programs produce 

higher graduation rates,10 higher college enrollment,11 and even increased civic-

mindedness.12 

The positive impact on student performance is not limited to those attending 

independent schools. Students who attend district schools also benefit from the 

competition created by school choice programs. A study of Florida’s STC program found 

a small but statistically significant positive impact on students attending district schools 

in response to competition from nearby independent schools.13 Of the 23 studies of the 

impact of education choice programs on district schools, 22 found that district schools 

improved in response to competition and one study found no statistically significant 

difference.14 No study has found that education choice programs negatively impact 

district schools. 

In 2009, Andrew J. Coulson of the Cato Institute conducted a global literature 

review to determine what sort of education system produces superior outcomes: those 

that are more market-like or those with more centralized government control. The review, 

which analyzed more than 150 statistical comparisons covering eight education 

outcomes, concluded that it is “the least regulated market school systems that show the 
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greatest margin of superiority over state schooling.”15 On average, education systems that 

fostered choice and competition and in which parents pay at least a part of the tuition 

produced higher student achievement, greater parental satisfaction, and higher attainment 

levels than the more top-down education systems. 

Participating Families Are Highly Satisfied 
 

Parent satisfaction is a fundamental measure of the success of education choice 

programs. Thus far, all surveys of parents with children receiving scholarships through 

scholarship tax credit programs have revealed extraordinarily high rates of satisfaction.  

In a 2013 survey of New Hampshire parents receiving scholarships through the 

Network for Educational Opportunity, the state’s sole scholarship organization, 96.8 

percent reported being satisfied with their chosen independent or home school while only 

1.1 percent reported being “somewhat dissatisfied.”16 Moreover, 100 percent of parents 

of children who previously attended their local assigned district school reported being 

more satisfied with their chosen school.17 The vast majority of participating families (91 

percent) had an annual household income low enough to qualify for the federal “Free and 

Reduced Lunch” program ($43,568 for a family of four in 2013). 

In the same year, a Friedman Foundation survey found that 98.6 percent of 

parents of children receiving scholarships from the Georgia GOAL Scholarship Program 

were “very satisfied” (84 percent) or “satisfied” (14.6 percent) with their decision to send 

their children to private school with a GOAL scholarship. 

In a 2010 survey commissioned by the Florida Department of Education, 95 

percent of families receiving scholarships through Florida’s STC program rated their 

school of choice “excellent” (75.1 percent) or “good” (20.3 percent).18 

In 2009 the Friedman Foundation measured the satisfaction of families receiving 

scholarship and compared it to their satisfaction with the government district school 

system their children previously attended. The survey found: 

 
• 80 percent of parents were “very satisfied” with the academic progress their children 

are making in their chosen independent schools, compared to 4 percent in their 
previous public schools.  
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• 80 percent were “very satisfied” with the individual attention their children received 
at their chosen schools, compared to 43 percent in public schools. 

 
• 76 percent were “very satisfied” with teacher quality in their chosen schools, 

compared to 7 percent in public schools. 
 
• 76 percent were “very satisfied with their chosen schools’ responsiveness to their 

needs, compared to 4 percent in public schools. 
 
• 62 percent were “very satisfied” with their student behavior in their chosen schools, 

compared to 3 percent in public schools.19 
 

The survey reveals that a very high percentage of parents of scholarship recipients 

are not satisfied with the education that government-run schools provide. Though such 

families are not necessarily representative of all district school parents, this clearly 

demonstrates that the district schools are not meeting the needs of a segment of the 

population.  

The tremendous number of applicants for scholarships also demonstrates parents’ 

desire to have the freedom to choose the best education experience for their children. In 

Pennsylvania the experience of just a single scholarship organization shows the intense 

desire on the part of parents for greater education choice. Over the last decade, the 

Children’s Scholarship Fund of Philadelphia had over 125,000 applications for the 

12,000 scholarships that it was able to award.20 

As in other states, Delaware families prefer a variety of education options over 

having the government assign children to schools based solely on the location of their 

home. As noted previously, a 2007 survey showed that 58 percent of Delaware families 

would send their children to independent schools if they had the means to do so.21 It’s no 

wonder then that most of the state’s 18 charter schools have long waiting lists.22 Just a 

single school, Newark Charter, has more than 2,000 students on its waiting list,23 though 

the school has just 1,338 students.24 Delaware families are clearly dissatisfied with the 

status quo and they desire more educational options for their children. 

The Public Strongly Supports STC Programs 
 

Scholarship tax credit programs have broad public support nationwide. A 2012 

survey by Harvard University’s Program on Education Policy and Governance found that 
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72 percent of Americans favor STC programs.25 STC programs are even more popular 

among African-Americans (73 percent), Hispanics (75 percent), Democrats (73 percent), 

registered Independents (75 percent), and parents in general (73 percent). While the 

survey found less support for education choice among teachers, more than three-fifths of 

teachers supported STC programs. 

72%$ 61%$ 73%$ 70%$ 75%$ 77%$ 66%$ 75%$ 73%$

28%$
39%$

27%$ 30%$
25%$ 23%$

34%$
25%$ 27%$

0%$
10%$
20%$
30%$
40%$
50%$
60%$
70%$
80%$
90%$

100%$

Na
/o
na
l$

Te
ac
he
r$

Pa
ren
t$

Wh
ite
$

Afr
ica
n>A
me
ric
an
$

His
pa
nic
$

Re
pu
bli
ca
n$

Ind
ep
en
de
nt$

De
mo
cra
t$

Public'Support'for'Scholarship'Tax'Credit'Programs'

Oppose$

Favor$

 
 
Source: Harvard University’s Program on Education Policy and Governance / Education Next annual survey 2012, Question 19b:  
“Another proposal has been made to offer a tax credit for individual and corporate donations that pay for scholarships to help parents 
send their children to private schools. Would you favor or oppose such a proposal?” 
 

Of the many forms of education choice programs, scholarship tax credits are the 

most popular. The Harvard survey found that the public was evenly divided over school 

voucher programs. Likewise, a 2013 survey by the American Federation for Children 

found that 57 percent of voters in five battleground states supported vouchers while 65 

percent supported STC programs26 and a 2014 study by the Friedman Foundation found 

that STC programs (along with individual tax deductions) were the most popular of six 

types of education choice reforms, including education savings accounts, universal 

vouchers, disabilities vouchers, and low-income vouchers.27 

A Win-Win: Expanding Choice While Saving Money 
 

The fiscal impact of a scholarship tax program depends on its design and how the 

state funds public education. In states where a significant amount of school funding is 

tied to enrollment, as in Delaware, a well-designed STC program can result in savings as 

students switch from their assigned district schools to independent schools.  
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Like many states, Delaware has two funding systems: ‘formula funding’ that 

distributes the majority of money based on enrollment, and a separate ‘capital’ fund for 

things like buildings. For more than a half-century, the primary source of school funding 

has shifted away from local communities to the state and federal governments.28 Federal 

and state sources now fund more than 70% of total cost of Delaware schools, which 

receive 59% of their funding from the state (a third of the state’s total budget), 13% from 

the federal government, and 28% from local property taxes.29 

The tax credits reduce the amount that the state collects in tax revenue, but the 

state saves money for each student that switches from a district school to an independent 

school. In three states where the financial impact of STC programs has been studied, each 

state saved money because the reduction in government spending more than offset the 

loss in tax revenue. 

Arizona: In 2009, a Baylor University economist estimated that Arizona’s 

scholarship tax credit program reduced expenditures between $99.8 million and $241.5 

million, which is between two to four-and-a-half times more than the corresponding 

reduction of $55.3 million in tax revenue.30 

Pennsylvania: In 2011, Commonwealth Foundation found that Pennsylvania’s 

STC program saved the state and districts $512 million each year while reducing tax 

revenue by only about $40 million.31. Though the study did not account for the fiscal 

impact of non-switchers, it is still likely that Pennsylvania’s savings are substantial since 

the average scholarship size was barely 7 percent of the average cost-per-child in 

Pennsylvania’s district schools. 32 Another reason the savings are likely significant is that 

the program primarily serves low-income students who cost more to the state and are less 

likely to attend independent schools without financial assistance. According to an official 

state report in 2010, the average household income for scholarship families was only 

$29,000.33  

Florida: In 2010, the Florida legislature’s non-partisan Office of Program Policy 

Analysis and Government Accountability estimated that the Sunshine State’s STC 

program saved $32.6 million dollars a year, which equals about $1.44 for every $1.00 in 

decreased revenue.34  
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Though the fiscal impacts of most STC programs have not been studied, Florida’s 

experience indicates that savings are very likely. Florida’s program offers the maximum 

possible tax credit (100%), the largest average scholarship size of all existing STC 

programs ($3,664), and the highest scholarship size as a percentage of the average district 

school’s per pupil expenditure (35.6 percent).35 States with lower credits, smaller 

scholarships, and/or higher state spending per district school pupil are even more likely to 

realize savings. A well-designed scholarship tax credit program could expand educational 

opportunities while saving the taxpayers’ money. 

Scholarship Tax Credits: A Perfect Constitutional Record 
 

Scholarship tax credit programs are on secure constitutional ground.  

At the federal level, the courts have long held that even taxpayer-funded education 

choice programs pass constitutional muster. In 2002, the U.S. Supreme Court decided in 

the landmark case Zelman v. Simmons-Harris that states are constitutionally permitted to 

allocate state revenue for students to attend independent schools – even religiously-

affiliated schools – since the programs serve a legitimate secular purpose and the funds 

are disbursed to individual recipients, not directly to religious organizations. Any benefit 

to such religious organizations was indirect and incidental to the choices of the voucher 

recipients. Writing for the majority, Chief Justice Rehnquist ruled: 

 
The incidental advancement of a religious mission, or the perceived endorsement of a 
religious message, is reasonably attributable to the individual aide recipients not the 
government, whose role ends with the disbursement of benefits.36 

 
In 2011, the U.S. Supreme Court held that plaintiffs did not even have the legal 

standing to challenge the constitutionality of a scholarship tax credit program because 

such programs do not entail the expenditure of public funds. In Arizona Christian School 

Tuition Organization v. Winn, the Court ruled that the money had never “come into the 

tax collector’s hands” and therefore never became “public” money.37 The plaintiffs were 

not harmed since their tax dollars were not being “extracted and spent” in violation of 

their convictions. 

At the state level, taxpayer-funded school voucher programs have a more mixed 

record, mostly due to the anti-Catholic38 “Blaine Amendments,” named for James Blaine, 
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a late-19th century U.S. Senator from Maine who sought to amend the U.S. Constitution 

to bar “sectarian” schools from receiving public funds. Though his effort failed, 37 states 

later adopted similar amendments to their state constitutions. State supreme courts in 

Arizona and Florida cited their states’ respective Blaine Amendments in striking down 

school voucher programs, though state supreme courts in Indiana, Ohio, and Wisconsin 

have upheld them. 

Delaware’s Constitution was amended in 1897 to include a Blaine Amendment 

(Article X, Section 3), which forbids the state from granting funds “raised by tax” from 

being “appropriated to, or used by” any religiously-affiliated school. Delaware’s state 

supreme court has historically interpreted this language strictly in a manner that would 

likely forbid Delaware from adopting a school voucher program. In 1934, a Delaware 

Superior Court ruled that Delaware’s Blaine Amendment prohibited the state from 

providing transportation to students attending independent schools.39 The Delaware 

Supreme Court reaffirmed this decision in a 1966 advisory opinion.40 

Nevertheless, a scholarship tax credit program should still pass constitutional 

muster because it does not entail the use of funds raised by taxation. In 1999, Arizona’s 

state supreme court ruled in Kotterman v. Killian that scholarship tax credit funds did not 

constitute “public money” and therefore did not violate the state’s Blaine Amendment: 

 
 According to Black’s Law Dictionary, “public money” is (r)evenue received from 
federal, state, and local governments from taxes, fees, fines, etc.” ... As respondents note, 
however, no money ever enters the state’s control as a results of this tax credit. Nothing is 
deposited in the state treasury or other accounts under the management or possession of 
governmental agencies or public officials. Thus, under any common understanding of the 
words we are not here dealing with “public money.”41 

 
As the U.S. Supreme Court would later do, the Arizona Supreme Court rejected 

the argument that tax credits are the functional equivalent to tax expenditures, finding 

instead that tax credits are constitutionally no different than tax deductions, which have 

long been granted for donations to charitable organizations, secular and religious: 

“Though amounts may vary, both credits and deductions ultimately reduce state 

revenues, are intended to serve policy goals, and clearly act to induce ‘socially beneficial 

behavior’ by taxpayers.”42 Two courts of appeal in Illinois have likewise upheld a 
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program granting tax credits for educational expenses on similar grounds and the Illinois 

Supreme Court declined to hear any appeals.43  

While vouchers have a mixed constitutional record, no state supreme court has 

ever struck down a scholarship tax credit program. Indeed, though most of the 15 states 

with STC programs have language in their state constitutions similar to Delaware’s 

Blaine Amendment, most have not even been legally challenged.  

Conclusion: Expanding Educational Opportunities for Delaware 
Families  

When designed an implemented properly, a scholarship tax credit program is a 

constitutional, popular, and fiscally responsible way to expand educational opportunities 

and raise student achievement, both for students participating in the program and those 

attending competing schools. Most importantly, whereas educational opportunity under 

Delaware’s status quo is primarily determined by a student’s zip code and accident of 

birth, a scholarship tax credit program allows parents to tailor their children’s education 

to meet their individual needs. 
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