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l. Introduction

From vouchers to education savings accounts
and tax credits, school choice incentives come
in many forms. After years of failed attempts,
Nebraska passed its first “school choice” legisla-
tion in 2023. The Opportunity Scholarships Act
(OSA) created a tax credit program for donors
who give to qualified scholarship granting orga-
nizations, which, in turn, provide tuition schol-
arships for students to attend accredited or
approved private schools in Nebraska.

The OSA includes language that allows the pro-
gram to grow substantially three years after it is
implemented. In other states where similar pro-
grams have been instituted, expansion has neg-
atively affected funding for public schools.! In
Wisconsin, Arizona, and Indiana, property taxes
were raised to address public education budget
shortfalls due to private school funding legisla-
tion.? In Nebraska, which is ranked 49th in the
country in the percentage of education funding
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that comes from state dollars,® this legislation
could similarly lead to property tax increases or
prevent relief in the future.

Public schools are cornerstones of rural com-
munities, especially in Nebraska where 48 of 93
counties do not have a private school. Private
schools receiving assistance from public fund-
ing will create competition for resources that
are already scarce and affect funding the public
schools in those counties receive from the state.
Shifting state funding to private schools will
likely undermine education outcomes elsewhere,
as private schools are necessarily profit-driven
and do not have the same accountability require-
ments as public schools.

This paper will provide a brief summary of the
OSA and the differences between public and pri-
vate primary and secondary schools.

Il. The Opportunity Scholarships Act

During the 2023 session, Nebraska lawmakers
passed Legislative Bill 753, also known as the
Opportunity Scholarships Act. The legislation

3  “2021 Public Elementary-Secondary Education
Finance Data.” U.S. Census Bureau, 2021, census.gov/
data/tables/2021/econ/school-finances/secondary-
education-finance.html. Accessed June 2023.
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creates a tax credit that incentivizes individuals
and corporations to donate to nonprofit schol-
arship granting organizations. In the first three
years, $25 million is allocated to the OSA, and
beginning in 2027, the fund will be allowed to
increase up to 25% yearly, based on demand,
with a cap of $100 million.* Donors can claim a
one-to-one credit for up to 50% of their income
tax liability, with a cap of $100,000 for individ-
uals and corporations and $1 million for estates
or trusts.

Many people and corporations donate to chari-
table organizations to advance the causes they
believe in. Laws are in place to allow those who
donate to receive tax breaks that help reduce
their income tax liability for philanthropic giv-
ing. The OSA creates a much more lucrative tax
credit for donors than the charitable contribution
tax deduction. For example, if someone who owes
$100,000 in income taxes donates $50,000 to a
scholarship granting organization and claims the
OSA tax credit, their tax liability will decrease
to $50,000. If that same donation of $50,000 is
made to a different charitable organization (such
as a public school foundation, food bank, or can-
cer research organization), and a tax deduction is
claimed, the income tax liability would decrease
by $3,320, to $96,680.

Private schools already offer tuition assistance
programs for students who are unable to afford
the full costs of tuition. Before this legislation,
donations to private schools’ scholarship pro-
grams had the same tax treatment as charita-
ble contributions to organizations such as fos-
ter care providers, homeless shelters, or legal
aid services. No other charitable cause receives
this generous one-to-one credit. This preferen-
tial treatment is likely to reduce donations to
other charitable organizations and foundations
that do not produce the same generous financial
returns.®
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1l. School choice in rural Nebraska

Public schools are an integral part of commu-
nities, especially in rural areas. They provide
employment and entertainment through sports,
theater productions, and fundraising events.
In small schools that have faced consolidation,
program cuts, and difficulty hiring and retain-
ing teachers due to funding, losing even a few
students to private schools could destabilize the
equalization aid the district receives from the
state.

Losing students or funding frequently causes
school districts to shrink or eliminate programs
that build critical life skills for students. When
this happens, sports teams without enough play-
ers are forced to form sports cooperatives with
adjacent school districts; cooperatives already
in place require participating students to travel
up to 80 additional minutes to and from practice
every day.® Likewise, programs that offer college
credit courses that lose enrollment due to stu-
dents transferring to private schools would result
in students taking courses online only instead of
having in-person classroom lessons.

During the 2021-22 school year, 237 public
school districts in rural Nebraska served 299,228
students from kindergarten through 12th grade.”
As stated above, only 45 of Nebraska’s 93 coun-
ties have private schools, providing education for
11,208 rural students.® Moving west through the
state, those numbers are even smaller, with just
7 of the 38 counties west of Kearney County hav-
ing private schools available.’

About 10% of private school students live in rural
areas, and those students make up about 3% of
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all rural students statewide.!® While the legisla-
tion specifies that donations cannot go to a spe-
cific student, it does not clarify that donations
cannot go to a specific school.!! Most of Nebras-
ka’s private school students and schools are
concentrated in Lincoln and the Omaha metro.
Because tax credits will be distributed based on
the order they are received, it is presumptive that
those dollars will be claimed more quickly for
urban schools than rural schools.

Of the counties with private schools, few of them
offer education through high school. Outside of
Douglas, Lancaster, and Sarpy, just 18 counties
with private schools offer a kindergarten through
12th grade education. Additionally, while
Nebraska offers private schools the resources to
transport students via bus, they are only offered
if a student lives in a school district providing the
transportation and if their home is not too far off
the regular bus route.'?

IV. Tax credits will divert public funds
without the same accountability
requirements

OSA will make public funds available to private
schools that do not have the same accountabil-
ity standards, requirements, and regulations of
public schools. This lack of guidance allows pri-
vate schools to focus more on profit and less on
student outcomes. Because of this, studies have
begun to emerge that private schools do not per-
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form any better than public schools.!** Without
the same accountability and transparency stan-
dards as public schools, private institutions can
raise tuition to take advantage of the additional
scholarship funding or refuse to admit students
with individual learning plans or special needs
that may cost more to serve than the institution
is willing to pay.

Moreover, the OSA restricts the state from plac-
ing additional requirements on private schools
with scholarship students enrolled.!® For exam-
ple, a public school district’s board members are
publicly elected by constituents.!'® District school
boards must comply with the Open Meetings Act,
which requires them to publish advance notice
of upcoming meetings with an agenda and make
notes from previous meetings accessible to the
public.!” While private schools often have a board
of directors, they are not publicly elected, nor are
their meetings open to the public. The board’s
meeting minutes are also not publicly available.
This makes it difficult for parents and the com-
munity to address issues or challenges that may
arise.
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Because these institutions are profit-driven,
many of the private school tax credit programs
in place today have had minimal impact on those
they were designed to help. Instead, they benefit
students who were previously enrolled in private
schools before the programs were available.!® The
scholarships granted are not required to cover
the full cost of tuition, so low-income families
would still have to pay the difference, in addition
to fees, uniforms, transportation, and supplies.
The remaining barriers prevent broad participa-
tion.

V. Conclusion

The OSA opens the door for the expansion of pri-
vate school funding measures. By creating a tax
credit of up to $100,000 for individuals and cor-
porations and $1 million for estates and trusts,
this legislation has established a large tax break.
The OSA is designed for growth and is permitted
to grow to at least $100 million, or about one-
tenth of the state’s budget for public education,
in the future. Nationwide, taxpayers are ques-
tioning this investment—evidence shows that in
many cases private school students are nega-
tively impacted by attending these institutions.!

Despite ranking 49th in the nation in the per-
centage of state funding for public education,
Nebraska’s schools rank ninth in the quality of
public education.?® The strength of public educa-
tion must be protected. Public education receives
funding to address various student needs and
provides services that private schools may not
have the ability, or are required, to offer. With 9
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imo/media/doc/Murray_Privatization%20Caucus%20
Memo.pdf. Accessed June 2023.

20 McCann, Adam. “States with the best & worst
school systems.” WalletHub, July 25, 2022, wallet
hub.com/edu/e/states-with-the-best-schools/5335.
Accessed June 2023.

out of 10 children receiving their education from
a public school,?! Nebraska should not be shifting
toward privatization. Instead, we should be mak-
ing sustained investments in public education.
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