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ALABAMA 
Overall Market Rating: Not Suitable for Network Growth; Funding and Policy Constrained 

 
Market Overview: 
Alabama’s Education Scholarship Program was created in 2013. The program, a tax-credit 
scholarship, allows taxpayers who donate to nonprofit scholarship granting organizations 
to receive tax credits for their contributions. Alabama also provides a refundable tax credit 
to parents who transfer their children enrolled in or assigned to a “failing” public school to 
a “non-failing” public or private school. 
 
The policy conditions that govern eligibility in Alabama are not ideal. Eligibility in both 
programs is tied to public school performance, which can be a barrier to predictable school 
planning. However, most schools would be able to navigate the Alabama regulatory 
infrastructure easily. 
 
Of greater concern, Scholarship Granting Organizations are reporting a significant decline 
in donations to fund scholarships for eligible students. As of May 2020, due to a number 
of adverse impacts, most notably the economic downturn caused by COVID-19 and the 
delayed tax filing deadline, funding for scholarships was off my 50%. Not only will it limit 
the new scholarships available, it may force thousands of children out of the program.  
 
Summary Statement: Alabama is not ideally suited for network growth at this time, 
due to limited funding for the scholarship, barriers to entry for most new schools,  and lack 
of reliable political support for growth and expansion. The structure for SGO funding of 
schools is also problematic, as SGOs are able to determine which schools they fund. This 
can undermine the predictability of enrollment and availability of funds, especially for 
schools without strong relationships. That is compounded by the fact that in the spring of 
2020 the three major SGOs are reporting fundraising declines so significant that they fear 
existing students may be forced out of schools. Alabama is not a feasible growth market 
at least for the next 2-3 years.   
 

 
Demographic Analysis:  
 
ENROLLMENT FIGURES BY SECTOR 
 

Alabama (2017-18) 
Total Public School 
Enrollment (including 
Charter Schools) 

726,924 
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K-12 Private School 
Enrollment 

60,554 
 

Charter School 
Enrollment 245 

 
 
ELIGIBILITY BY PROGRAM (NUMBERS MAY BE DUPLICATIVE) 
 

Program % Eligible 
Students 

Current 
Enrollment 
(2019-20) 

Eligibility Requirements 

Education 
Scholarship 
Program 

37 percent of 
families with 
children 
income-eligible 
statewide  

4,072 
scholarships 
awarded 
 
154 schools 
participating 

• Families qualify for the federal free 
and reduced-price lunch (FRL) 
program ($47,638 for a family of 
four in 2019–20). Once a student 
receives a scholarship, the family’s 
income may not exceed 275 
percent of the federal poverty 
level ($70,813 for a family of four in 
2019–20). 

• Public and private school students 
assigned to failing schools receive 
first priority for scholarships. If 
SGO funds are unaccounted for on 
July 31, scholarships are available 
to eligible students in public 
school, regardless of whether or 
not their assigned public school is 
considered failing. 

Parent-
refundable 
Tax Credit 

5 percent of 
students 
eligible 
statewide 
 
 
 

 

38,879 
participating 
students 
 
120 
participating 
schools 

• Parents who transfer their children 
from failing public schools to non-
failing public or accredited private 
schools. 

• Parents with children who are 
starting school for the first time in 
Alabama and zoned to attend 
failing public schools. 

 
If SGO funds are unaccounted for on July 31, scholarships are available to eligible students 
in public school, regardless of whether or not their assigned public school is considered 
failing. Currently, the bottom 6% of schools in the state appear annually on the failing 
schools list, which equals roughly 75 public K–12 schools each year. SGOs are required to 
give at least 75 percent of scholarships to first-time recipients of scholarships who were 
not continuously enrolled in a private school during the previous year. 
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Funding:  
Assessment: Maximum funding is workable, but average funding levels remain low. 
 
EDUCATION SCHOLARSHIP PROGRAM  
 

Maximum Average Program 
Cap Disbursement 

Scholarship amounts are 
determined by SGOs. 
Scholarships are capped at 
the lesser of the private 
school tuition and fees or: 
 
K-5: $6,000 
6-8: $8,000  
9-12: $10,000 

Average 
scholarship 
value:  
 
$6,602  
(2019-20) 

$30 million  

Payments are made 
jointly payable to the 
student’s 
parents/guardians and 
the school upon receipt 
of an application for 
funds from the school to 
the SGO. 

 
Trend: Currently, the individual scholarship caps and budget $30M cap are mandated by 
law and do not increase annually. Credits are awarded on a first-come, first-served basis. 
 
Tax credits are worth a one for one match up to 50% of the donor’s state tax liability. For 
example, an individual donor or married couple with an Alabama income tax liability of 
$20,000 may claim a credit of any amount up to $10,000. 
 
PARENT-REFUNDABLE TAX CREDIT 
 

Maximum Average Program Cap 
The lesser of 80% of the average 
annual state cost of attendance for a K–
12 public school student during the 
applicable tax year or the child’s actual 
cost of attending school 

$2,758  
(2019-20) 

None 

 
Trend: The value of the credit is dependent upon state spending for K-12 students, and 
while it increases as state spending increases (or decreases), it is worth only a fraction of 
that overall spending. 
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Policy & Regulatory Environment:  
Assessment: Regulatory environment is adequately flexible. 
 
EDUCATION SCHOLARSHIP 
Schools must either be accredited by a state-approved to enter the program, be in 
operation for three years AND meet a series of performance conditions, or operate under 
the sponsorship of the board of directors of an accredited school. These requirements 
likely prevent the growth of new schools in Alabama. Additionally, schools must administer 
background checks and demonstrate financial viability if they receive more than $50,000 
in scholarship funding. Publicly funded students must take the state assessment, or 
another nationally normed test. There are no significant barriers to new school entry, and 
while there has been some increase in regulatory requirements in recent sessions, schools 
still have a significant ability to manage their instruction and operations as they see fit. 
 
PARENT-REFUNDABLE TAX CREDIT 
There are no regulatory limits on schools related to the tax credit. However, student 
eligibility is limited to students who attended or were zoned to attend a failing school, and 
the credit can only be redeemed if the parent paid for tuition or fees at a non-failing school.  

 
Human Capital :  
Assessment: Underdeveloped and may limit growth. 
 
There are no policy or regulatory limits on private school employment or personnel 
management. Private school teachers and administrators do not need to be licensed, and 
schools have full flexibility to manage their faculty and staff.  
 
The biggest limitation in Alabama is likely the pipeline and the ability to recruit new staff. 
The state’s charter sector is tiny and while there is a TFA presence in the state it is not as 
well developed as in neighboring states like Louisiana and Florida. As a result Alabama 
has not developed a talent pool of young educators looking for opportunities in schools of 
choice.  

 
Local Champions & Climate:  
Assessment: Local partner climate is underdeveloped. 
 
Local advocates and the SGOs provide a backbone for schools operating in Alabama. They 
have proven effective at fending off some challenging legislation and regulation, but have 
yet to expand the programs or make them more suitable to growth. There is not an 
organized or coordinated philanthropic effort to support private school growth, and 
currently, city-based philanthropy in the major population centers is occupied with 
implementing and expanding the state’s charter sector.  
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Facil i ties:  
Assessment: Facilities strategy is underdeveloped. 
 
There are no public provisions or resources for private school facilities in Alabama, and 
with minimal infrastructure to support school growth in either the charter or the private 
sector, there is little attention being paid to school facilities. Charter schools have the right 
of first refusal for surplus school buildings, but no such provision exists for private schools. 


