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will get earned a 57 percent for purchasing power. The 
program got a 100 percent for school restrictions since it 
imposes no unreasonable regulations.

“c” GRaDeD PRoGRaMs
Pennsylvania Tax-Credit Scholarships

Pennsylvania gives corporate taxpayers a tax credit for do-
nations to private organizations (called Scholarship Organi-
zations) that give out private school scholarships. This pro-
gram got a C+, earning a score of 59 percent. The program 
restricts participation to families with incomes below $50,000 
plus $10,000 per child or other dependent in the family, earn-
ing a 64 percent for demographic restrictions. The legal cap 
on funding for the program, which has been raised each 
year since our 2004 report, is now $44.7 million. The average 
scholarship in 2005-06 was worth about $1,085, so the new cap 
will permit about 42,000 students to participate, earning a 2 
percent for program size restrictions. The program got a 13 
percent for purchasing power, and a 100 percent for school 
restrictions because it imposes no unnecessary regulations 
on participating schools. 

Ohio Scholarship And Tutoring Program In Cleveland

Cleveland’s voucher program gets a C+, with a score of 
59 percent. The program got a 67 percent for demographic 
restrictions; students in grades K-8, including students in 
public and private schools, are eligible to enter the program 
(expanded in 2005 from the much more restrictive previous 
limit of K-3). Once they enter the program, students can 
continue to receive a voucher through high school. The pro-
gram is also, obviously, restricted to students living in the 
city of Cleveland, earning a 4 percent for geographic restric-
tions. The value of the voucher has been raised repeatedly 
in recent years and now is worth up to $3,450, earning a 
44 percent for purchasing power. The program reduces the 

ARIZONA DISABLED STUDENT VOUCHERS

student restrictions 27%

purchasing power  57%

school restrictions  100%  

overall   61%

voucher amount somewhat for families with incomes above 
200 percent of federal poverty guidelines, but this did not 
change the program’s grade because it affects few partici-
pants. The program got an 85 percent for general school 
restrictions because participating schools must have classes 
of at least 10 students each or a total of at least 25 students in 
the school, and must not teach hatred. The ambiguous word 
“hatred” is not defi ned in the statute, creating an opportuni-
ty for hostile regulators to drive schools out of the program. 
It got a 25 percent for admission restrictions because previ-
ous voucher students must be readmitted, students must be 
admitted by lottery and preference must be given to poor 
students (who are admitted separately by lottery until 20 
percent of the total student body is reached). The program 
imposes no testing restrictions.

Iowa Tax-Credit Scholarships

In 2006, Iowa created a tax credit for families that donate 
to private organizations (known as School Tuition Organi-
zations) that give out scholarships to private schools. This 
program got a C, having earned a 54 percent. Like Arizona’s 
program, on which it was based, this program got a 100 per-
cent for school restrictions. However, the Iowa program got 
a 55 percent for demographic restrictions, because students 
must have family incomes below 300 percent of federal pov-
erty guidelines to participate. It got a 3 percent for purchas-
ing power, since the average scholarship is worth only $213. 
And it got a 7 percent for program size restrictions, because 
it is capped at $5 million total in scholarships. Currently this 
allows about 35,000 students to participate.

Wisconsin Parental Choice Program In Milwaukee

Milwaukee’s well-known voucher program gets a C, having 
earned a score of 53 percent. Only students with family in-
comes below 175 percent of federal poverty guidelines may 
participate, earning a 24 percent for demographic restric-

CLEVELAND VOUCHERS

student restrictions 58%

purchasing power  44%

school restrictions  75%  

overall   59%

PENNSYLVANIA TAX-CREDIT SCHOLARSHIPS

student restrictions 65%

purchasing power  13%

school restrictions  100%  

overall   59%

IOWA TAX-CREDIT SCHOLARSHIPS

student restrictions 59%

purchasing power  3%

school restrictions  100%  

overall   54%
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tions. The program got a 12 percent for geographic restric-
tions because only Milwaukee residents may participate, 
and a 2 percent for program size restrictions. In 2006 the 
program’s enrollment cap was raised from 15 percent of Mil-
waukee Public Schools’ student population, or about 15,000 
students, to a straight cap of 22,500 students. The vouchers’ 
maximum dollar value is roughly equal to the amount of 
state spending (but not local spending) the child would have 
generated in the public schools. This should have earned a 
76 percent for purchasing power, but students are forbidden 
to supplement the voucher, so we penalized the program ten 
percentage points, giving it a 66 percent. The program got 
an 80 percent for general school restrictions because schools 
must allow students to “opt out” of religious instruction, and 
schools must either be accredited by one of a given set of or-
ganizations or approved to participate in Wisconsin’s Part-
ners for Advancing Values in Education scholarship pro-
gram. It got a 50 percent for admission restrictions because 
students must be admitted by lottery. Starting in 2006-07, 
participating schools must give a nationally normed stan-
dardized test in reading, math and science to all voucher 
students in grades 4, 8, and 10. This earned the program 
an 85 percent for testing restrictions. The program also re-
quires private schools to hire teachers with high school di-
plomas or alternative certifi cates, but this is a reasonable 
regulation so it did not reduce the program’s grade. 

Rhode Island Tax-Credit Scholarships

In 2006, Rhode Island created a tax credit for corporations 
that donate to private organizations (called Scholarship 
Organizations) that give out private school scholarships. 
This program gets a C, earning a score of 53 percent. It got 
a 36 percent in demographic restrictions because students 
must have family incomes below 250 percent of federal pov-
erty guidelines. The program is also capped at $1 million; 
dividing this by $1,088, the average dollar value of scholar-
ships given out under existing programs in Arizona, Iowa 
and Pennsylvania, we estimate that only about 919 scholar-
ships can be given out under this cap. (The actual scholar-
ship amounts given out in Rhode Island are not available.) 
This earned a 0 percent in program size restrictions. 

MILWAUKEE VOUCHERS

student restrictions 19%

purchasing power  66%

school restrictions  75%  

overall   53%

Minnesota Personal Tax Deduction and Credit for Educational Expenses

Minnesota has a personal tax deduction and a personal tax 
credit for money spent on educational expenses, similar to 
Illinois’ and Iowa’s tax credits. Parents may take a tax de-
duction for educational expenses of up to $1,625 of taxable 
income in grades K-6 and for $2,500 in grades 7-12. Minne-
sota also has a tax credit for education expenses other than 
tuition, such as textbooks. Taxpayers may claim a refund-
able credit for 75 percent of non-tuition education expenses, 
worth up to $1,000 per child in the family. Before recent 
changes to the program, there was a limit of $2,000 per fam-
ily and the credit for expenses associated with each particu-
lar child could not exceed $1,000; these limits were removed 
in 2005. The value of the credit is reduced gradually for tax-
payers earning more than $33,500, reaching zero for fami-
lies making $37,500. The 2005 changes to the program allow 
families with more than two children to raise the $37,500 
income limit by $2,000 for every child in the family after the 
fi rst two. This tax credit improves access to private schools 
even though it doesn’t include tuition because schools may 
bill parents separately for non-tuition expenses, allowing 
private-school parents to benefi t from the tax credit. The 
income restrictions on the tax credit earned a 20 percent for 
demographic restrictions; the $1,000 per child value earned 
a 13 percent in purchasing power. The credit and deduction 
both do not apply to the portion of tuition that covers reli-
gious instruction, and they also cannot be used at for-profi t 
schools, earning an 80 percent in general student restric-
tions. There are no admission restrictions or testing restric-
tions. The Minnesota tax deduction and credit earned an 
overall grade of C-, with a score of 48 percent.

MINNESOTA PERSONAL TAX DEDUCTION/CREDIT

student restrictions 44%

purchasing power  13%

school restrictions  86%  

overall   48%

RHODE ISLAND TAX-CREDIT SCHOLARSHIPS

student restrictions 46%

purchasing power  13%

school restrictions  100%  

overall   53%
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ADEQUATE YEARLY PROGRESS

School choice programs aren’t just being enacted; they’re 
growing. In fact, we had a lot of trouble preparing this report 
because we kept having to edit the grades every time we got 
the news that a school choice program had expanded!

Ten of the 21 school choice programs graded in this report 
have been expanded since our last edition. Two of these were 
programs that didn’t even exist in 2004; they have been both 
enacted and expanded since then. The other eight expan-
sions were to programs we graded in our previous edition.

Below, we’ve listed the ten program expansions and the im-
pact they’re having on access to school choice. We have noted 
where the expansions have had an impact on the program’s 
grades.

Arizona Personal Tax-Credit Scholarships

The donation limit for married couples was raised from $625 
to $1,000, eliminating the marriage penalty. As a result, the 
amount raised under the program went from $31.9 million 
in 2004 to $42.2 million in 2005. Had the funding remained at 
its 2004 level, the number of scholarships available would be 
about 19,416 rather than 24,678. 

Pennsylvania Tax-Credit Scholarships

The overall cap on the size of the program, which was $26.7 
million in 2004, has been expanded repeatedly, most recently 
to $44.7 million in 2007. If the cap remained at its 2004 level, 
about 24,608 scholarships would have been available instead 
of 41,198. The program’s demographic restrictions score 
would be 1 percent rather than 2 percent.

Arizona Corporate Tax-Credit Scholarships

The overall cap on the size of the program was raised from 
$5 million to $10 million. It will continue to rise by 20% each 
year through 2010. If the cap were still $5 million, our es-
timate of the number of scholarships available would have 
been 3,544 rather than 7,087. The program would have re-
ceived a 0 percent rather than a 1 percent in program size 
restrictions.

Ohio Autism Vouchers

The maximum dollar value of the voucher was raised from 
$15,000 to $20,000.

Utah Carson Smith Vouchers

The definition of which private school students are eligible 
to receive vouchers was expanded from students in private 
schools specializing in teaching students with disabilities to 
students with disabilities in private schools that served dis-
abled students prior to participating in the program.

Florida Tax-Credit Scholarships

A package of reforms passed in 2006 improved the regulations 
on the program, and also included a number of program ex-
pansions. The $5 million limit on the amount each donor is 
allowed to give was removed; the dollar value of the schol-
arship was raised from $3,500 to $3,750; students receiving 
the scholarship remain eligible even if their family income 
increases to 200 percent of the poverty level; and students 
who previously received A+ Opportunity Scholarship vouch-
ers are eligible for tax-credit scholarships. The increase in 
the scholasrship’s purchasing power raised the program’s 
score in that category from 56 percent to 60 percent, and the 
program’s overall score from 67 percent to 68 percent.

Cleveland Vouchers

The dollar value of the voucher, which was $2,700 in 2004, 
has been expanded repeatedly, most recently to $3,450. This 
has raised the program’s purchasing power score from 35 
percent to 44 percent, and the program’s overall score from 
56 percent to 59 percent.

Ohio EdChoice Vouchers

The definition of the eligible student population was ex-
panded from those whose public schools are designated 
in a state of “academic emergency” for three consecutive 
years to those whose public schools have been designated in 
a state of “academic watch” or “academic emergency” for 
three consecutive years. The definition was also expanded 
to include students in charter schools and students entering 
kindergarten. About 20,000 students were eligible under the 
old definition, rather than 93,501. Under the old definition, 
the program’s geographic restrictions score would be 1 per-
cent rather than 5 percent.

Minnesota Personal Tax Credit

The limit of $2,000 per family on the tax credit was lifted. 
There is no longer a restriction limiting the credit for ex-
penses associated with each particular child in the family to 
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$1,000. Finally, for families with more than two children, the 
income eligibility limit of $37,500 is raised by $2,000 for every 
child in the family after the first two.

Milwaukee Vouchers

The enrollment cap was raised to 22,500 students. The previ-
ous enrollment cap had been 15 percent of the total enroll-
ment of Milwaukee Public Schools, or about 15,000 students. 
If the cap had not been lifted, the program would have re-
ceived a 1 percent rather than 2 percent for the for program 
size restrictions.

ROOM FOR IMPROVEMENT

Here’s how some of the school choice programs we’ve graded 
could significantly raise their grades with a simple change 
of rules:
___________________________________________________
DEMOGRAPHIC RESTRICTIONS
Tax-Credit Scholarships in Florida, Arizona, Pennsylvania, and 

Rhode Island; Vouchers in Washington D.C. and Milwaukee Per-

sonal Tax Credit & Deduction in Minnesota

Remove the income limits

The single most widespread compromise of the Friedman 
gold standard in school choice programs is discrimination 
on the basis of family income. There is no reason why school 
choice should be extended only to families of a particular 
income. As Milton Friedman argued, the poor would benefit 
much more from universal school choice than from school 
choice that includes only the poor—since a universal school 
choice program would create a real educational marketplace 
for the first time, and everyone, including the poor, would 
benefit from the resulting educational innovation.

FLORIDA TAX-CREDIT SCHOLARSHIPS

demographic restrictions score CURRENT 35% POTENTIAL 100%

overall score CURRENT 68%  POTENTIAL 83%

overall rank CURRENT #10  POTENTIAL #1

WASHINGTON D.C. VOUCHERS

demographic restrictions score CURRENT 36% POTENTIAL 100%

overall score CURRENT 67%  POTENTIAL 81%

overall rank CURRENT #12  POTENTIAL #1

ARIZONA CORPORATE TAX-CREDIT SCHOLARSHIPS

demographic restrictions score CURRENT 65% POTENTIAL 100%

overall score CURRENT 64%  POTENTIAL 72%

overall rank CURRENT #14  POTENTIAL #5

PENNSYLVANIA TAX-CREDIT SCHOLARSHIPS

demographic restrictions score CURRENT 64% POTENTIAL 100%

overall score CURRENT 59%  POTENTIAL 68%

overall rank CURRENT #16  POTENTIAL #11

IOWA TAX-CREDIT SCHOLARSHIPS

demographic restrictions score CURRENT 55% POTENTIAL 100%

overall score CURRENT 54%  POTENTIAL 65%

overall rank CURRENT #18  POTENTIAL #14

MILWAUKEE VOUCHERS

demographic restrictions score CURRENT 24% POTENTIAL 100%

overall score CURRENT 53%  POTENTIAL 71%

overall rank CURRENT #19  POTENTIAL #6

RHODE ISLAND TAX-CREDIT SCHOLARSHIPS

demographic restrictions score CURRENT 36% POTENTIAL 100%

overall score CURRENT 53%  POTENTIAL 68%

overall rank CURRENT #20  POTENTIAL #11

MINNESOTA PERSONAL TAX DEDUCTION & CREDIT

demographic restrictions score CURRENT 20% POTENTIAL 100%

overall score CURRENT 53%  POTENTIAL 68%

overall rank CURRENT #21  POTENTIAL #13

___________________________________________________
PROGRAM SIZE RESTRICTIONS
Tax-Credit Scholarships in Arizona, Florida, Pennsylvania, Iowa 

and Rhode Island and Vouchers in Arizona, Ohio, Washington 

D.C. and Milwaukee

Remove the program cap

Arbitrary limits on the size of voucher and tax credit pro-
grams serve no purpose. School choice programs impose 
no costs on the public—they are a net fiscal bonus for tax-
payers and they exert a positive influence on the perfor-
mance of public schools. Consequently, there is no reason 
to provide vouchers to the first 500 or 22,500 students and 
then deny a voucher to the next applicant. Similarly, there 
is no reason to allow scholarship granting organizations 
to give out $1 million or $10 million in scholarships but 
then stop them from giving out more. If the arbitrary lim-
its were removed from voucher and tax-credit scholarship 
programs, their scores would improve considerably.

ARIZONA FOSTER CHILD VOUCHERS

program size restrictions score CURRENT 0% POTENTIAL 100%

overall score CURRENT 72%  POTENTIAL 76%

overall rank CURRENT #5  POTENTIAL #2
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OHIO EDCHOICE VOUCHERS

program size restrictions score CURRENT 1% POTENTIAL 100%

overall score CURRENT 69%  POTENTIAL 73%

overall rank CURRENT #8  POTENTIAL #5

FLORIDA TAX-CREDIT SCHOLARSHIPS

program size restrictions score CURRENT 0% POTENTIAL 100%

overall score CURRENT 68%  POTENTIAL 71%

overall rank CURRENT #10  POTENTIAL #6

WASHINGTON D.C. VOUCHERS

program size restrictions score CURRENT 2% POTENTIAL 100%

overall score CURRENT 67%  POTENTIAL 70%

overall rank CURRENT #12  POTENTIAL #8

ARIZONA CORPORATE TAX-CREDIT SCHOLARSHIPS

program size restrictions score CURRENT 1% POTENTIAL 100%

overall score CURRENT 64%  POTENTIAL 68%

overall rank CURRENT #14  POTENTIAL #11

ARIZONA DISABLED STUDENT VOUCHERS

program size restrictions score CURRENT 0% POTENTIAL 100%

overall score CURRENT 61%  POTENTIAL 65%

overall rank CURRENT #15  POTENTIAL #14

PENNSYLVANIA TAX-CREDIT SCHOLARSHIPS

program size restrictions score CURRENT 2% POTENTIAL 100%

overall score CURRENT 59%  POTENTIAL 63%

overall rank CURRENT #16  POTENTIAL #15

IOWA TAX-CREDIT SCHOLARSHIPS

program size restrictions score CURRENT 7% POTENTIAL 100%

overall score CURRENT 54%  POTENTIAL 57%

overall rank CURRENT #18  POTENTIAL #18

MILWAUKEE VOUCHERS

program size restrictions score CURRENT 2% POTENTIAL 100%

overall score CURRENT 53%  POTENTIAL 57%

overall rank CURRENT #19  POTENTIAL #18

RHODE ISLAND TAX-CREDIT SCHOLARSHIPS

program size restrictions score CURRENT 0% POTENTIAL 100%

overall score CURRENT 53%  POTENTIAL 56%

overall rank CURRENT #20  POTENTIAL #18

___________________________________________________
PURCHASING POWER
Personal Tax Credits and Deductions in Illinois, Iowa and 

Minnesota

Raise the dollar value
Giving tax credits and deductions directly to parents who 
pay private school tuition has been the least successful of the 
three forms of school choice. The most important reason is 
the limited amount of purchasing power this form of school 
choice currently provides. Since these programs typically 
have few other restrictions, their scores would be dramati-
cally improved if they provided enough money to earn even 
a 50 percent score in purchasing power.

ILLINOIS PERSONAL TAX CREDIT

purchasing power score CURRENT 7% POTENTIAL 50%

overall score CURRENT 69%  POTENTIAL 83%

overall rank CURRENT #9  POTENTIAL #1

IOWA PERSONAL TAX CREDIT

purchasing power score CURRENT 4% POTENTIAL 50%

overall score CURRENT 66%  POTENTIAL 81%

overall rank CURRENT #13  POTENTIAL #1

MINNESOTA PERSONAL TAX DEDUCTION & CREDIT

purchasing power score CURRENT 13% POTENTIAL 50%

overall score CURRENT 48%  POTENTIAL 60%

overall rank CURRENT #21  POTENTIAL #16

___________________________________________________
SCHOOL RESTRICTIONS
We are pleased to note that school choice programs gener-
ally do not impose more than a low level of unnecessary 
burdens on participating private schools. Many people are 
concerned that school choice programs could hypothetically 
be used as a “Trojan horse” to impose on private schools the 
same rules that prevail in the malfunctioning government 
school monopoly. However, these fears have almost totally 
failed to materialize. And since the school choice movement 
is growing stronger, and the teachers’ unions weaker, with 
each passing year, it is unlikely that this will change in the 
foreseeable future. Since the only really egregious school re-
strictions in any school choice programs are the exclusion 
of religious schools in Vermont and Maine, and these two 
programs predate the modern school choice movement, we 
feel it is fair to say that there is really not much “room for 
improvement” in the movement when it comes to school re-
strictions. In this area, school choice advocates can take sat-
isfaction in a job well done.
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DeMoGRaPHIc RestRIctIons
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PRoGRaM sIZe RestRIctIons

Figure 3
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