
WHAT YOU NEED TO KNOW ABOUT THE NEW
FEDERAL VOUCHER PROGRAM 

WHAT IS THE FEDERAL
VOUCHER PROGRAM?
Established under the July 5, 2025
budget bill H.R. 1 (“Big Beautiful Bill”), the
federal school voucher program is the
first of its kind. Participation requires
state approval. The NCGA moved swiftly
to pass an opt-in bill: HB 87. However,
Governor Stein vetoed the legislation
citing the lack of federal guidance.

WHAT IS THE COST?
Congressional lawmakers did not set a
spending limit. Early estimates of lost
federal tax revenue are $4 - $51 billion
per year.

HOW DOES THE PROGRAM WORK?
Beginning January 1, 2027, the federal program will grant individuals
and corporations a dollar-for-dollar federal tax credit for
contributions, up to $1,700 annually, to state-approved (Scholarship
Granting Organizations, or SGOs) to distribute as educational
scholarships.

WHO IS ELIGIBLE FOR THE SCHOLARSHIPS?
Families making up to 3 times their area median income can qualify.
In many states, that could mean households making close to
$500,000/year still get help paying for private school. In addition, the
student must be eligible to attend a public school (even if they
already attend private school or are home schooled).

WHAT CAN FUNDS BE USED FOR?
Scholarships can be used for private school tuition, tutoring,
transportation, extracurricular activities, technology, and other
education-related expenses. Currently, given the lack of federal
guidance, it seems that the rules may vary by state and SGOs may
have wide discretion over what expenses qualify. It’s also unclear
how much each family can receive.

WHICH SCHOOLS PARTICIPATE?
The federal program allows scholarships to be used at any private
school that accepts them, including religious schools. These schools
are not required to follow public school rules about curriculum,
testing, teacher certification, students safety or admissions. In some
states, public schools may also be able to participate, though the lack
of federal guidance makes this unclear.



No Uniform Standard
Private schools receiving voucher funds
are not held to federal requirements.

No Quality Standards
Many states allow private schools to

Operate without licensed teachers
Avoid standardized testing
Withhold outcome reporting

No Federal Oversight
No monitoring of academic performance,
financial transparency, or admissions.

Discrimination Allowed
Private schools are not bound by
federal non-discrimination rules.
Depending on state law, they can reject
students based on

Religion
Sexual orientation
Gender identity
Disability

ARE PRIVATE SCHOOLS HELD
ACCOUNTABLE?
No. A lack of accountability means that
taxpayer dollars can flow to schools with
varying quality and no guarantee students are
receiving a good education.

HOW DOES IT COMPARE TO 
NC’S VOUCHER PROGRAM?

NC operates two voucher programs. The largest, the Opportunity
Scholarship (OS), began in 2014 to help low-income families afford
private school. In 2024–25, lawmakers removed income limits, making
even the wealthiest families eligible. Families apply to the state, which
then pays tuition directly to private schools.

In 2024-25, NC spent over $432 million on vouchers, pushing the
program’s cost since launch over $1.3 billion. Most of those tax dollars
went to religious schools which make up 73% of voucher-accepting
schools. A majority of the schools show clear signs of discriminatory
practices (see our report). NC’s experience is a cautionary example of
how voucher programs can redirect public funds to private, mostly
religious schools, primarily benefitting families whose children were
already in private school and who are already well-resourced, rather
than expanding educational opportunities for those in need.

87%
$1.3B+

of new voucher recipients in 2024-25
had never attended public school. 

spent on vouchers since 2014.

WHO BENEFITS MOST?
The federal voucher program largely benefits wealthy families,
since eligibility extends to households earning up to three times
the area median income. Families already in private schools are
most likely to apply and benefit, reinforcing advantages for those
with existing educational options.

WHAT IS THE IMPACT ON PUBLIC SCHOOLS?
The federal voucher program reduces the funds available to support
public schools by directing money to private schools through the tax
credit. Public schools still educate most children, but face shrinking
budgets, which can lead to larger class sizes, fewer programs, and
outdated classroom materials.

https://publicschoolsfirstnc.org/wp-content/uploads/2025/07/July-14.2025-Voucher-Discrimination-Report-No-Appendix.pdf

