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Summary: A Modest Tax Credit Scholarship Program Would 
Produce a Fiscal Net Benefit to Oregon State School Funding
 The Florida Tax Credit Scholarship Program was established in 2001. 

It provides an income tax credit for corporations that contribute money to 

nonprofit scholarship-funding organizations (SFOs) that award scholarships 

to students from families with limited financial resources. The Florida 

legislature calculates that the program saved the state $36.2 million in fiscal 

year 2008-09.

 If Oregon adopted a program similar to Florida’s, the benefits of 

reduced demands for education funding would exceed the costs of the tax 

credit, producing a net savings to the state of $7.7 million. 

 The Florida Tax Credit Scholarship Program was established in 

2001. It provides an income tax credit for corporations that contribute 

money to nonprofit scholarship-funding organizations (SFOs) that award 

scholarships to students from families with limited financial resources. 

SFOs are charitable organizations that are exempt from the federal 

income tax as defined in section 501(c)(3) of the Internal Revenue Code. 

The organizations must provide scholarships from eligible contributions 

to qualified students. In 2009 and 2010, the program was expanded to 

provide credits against a variety of other taxes levied by the state. The 

tax credit is capped at $140 million in the 2010-2011 state fiscal year.

 Scholarships may support tuition and fees for an eligible private 

school or transportation to a Florida public school that is located 

outside the district in which the student resides. The amount of the 
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scholarship provided to any child for any single school year is limited to 

(1) $4,106 for a scholarship awarded to a student for enrollment in an 

eligible private school; or (2) $500 for a scholarship awarded to a 

student for enrollment in a Florida public school that is located outside 

the district in which the student resides.

 Research by the Florida legislature finds that the Florida Tax 

Credit Scholarship Program saved the state $36.2 million in fiscal year 

2008-09. Scholarship funding organizations collected $82.2 million in 

contributions. The organizations funded 21,219 scholarships at the 2008-

09 maximum amount of $3,950 per student. The legislature estimates 

that 95 percent of scholarships went to students who would have 

attended public school if not for the scholarship. As a result, the state 

avoided $118.4 million in education spending.

 The remainder of this report forecasts the fiscal impact on the 

State of Oregon if the state adopts a tax credit scholarship program 

similar to Florida’s. For purposes of this analysis, it is assumed that the 

maximum scholarship available would be $4,500 per year per student 

for enrollment in an eligible private school. This is the same amount 

that is provided by the state’s General Purpose Grant per ADMw, but 

less than the amount that is provided per student ($6,600).1

 Under the Florida program a student is eligible for a scholarship 

from an SFO if the student qualifies for free or reduced-price school 

lunches and also satisfies at least one other eligibility requirement, such 

as being a scholarship recipient in a previous year or being in foster 

care. Data from the National Center for Education Statistics indicates 

that 235,600 public school students in Oregon qualify for free or reduced 

lunch. Research by the Florida legislature finds that five percent of 

school-aged children living in households with an income of 185 percent 

of poverty or below attended private school. Thus, approximately, 

248,000 public and private school students in Oregon qualify for free or 

reduced lunch.
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What if Oregon Adopted a Tax Credit Scholarship 

Program Similar to Florida’s?
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 Florida’s experience suggests that approximately 1.75 percent of 

eligible students participate in the tax credit scholarship program. 

Applying the Florida experience to Oregon indicates that approximately 

4,340 students would participate in the program annually. Assuming 

each student received the full scholarship amount, then the maximum 

cost of the tax credits would be $19.5 million.

 As noted above, Oregon state school funding formula provides 

for an average of $6,600 per student from the state’s General Purpose 

Grant. This amount represents the cost to the state per student. In 

addition to state funding, school districts also receive local funding. The 

sources for these revenues include property taxes, federal timber fee 

revenues, and state managed timber revenues. In some cases, the 

revenues are so substantial that, under the State School Fund formula, 

the districts receive no funding from the State School Fund. For these 

districts, a student transferring from the district to a private school 

would have no impact on the state funds flowing in or out of the 

district. Thus, for several districts the transfer of a student to private 

school may increase per student funding.

 As noted above, approximately five percent of school-aged 

children living in households with an income of 185 percent of poverty 

or below attended private school. In other words, 95 percent of the 

students participating in the scholarship program likely would have 

previously attended public school (4,120 students). As a result, the state 

school fund would save an average of $27.2 million from students 

transferring into private schools.

1ADMw refers to average daily membership (weighted) and is defined by Oregon statute 

(ORS 327.013). ADMw assigns greater weight to special education students, English-as-a-

second-language students, and students in poverty. Thus, ADMw tends to be greater 

than the actual average daily membership and enrollment at the beginning of the 

school year. For example, the expected 2010-11 ADMw is 1.15 times larger than the 

enrollment at the beginning of the 2009-10 school year.
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TABLE 1: PROJECTED FISCAL IMPACT OF 
TAX CREDIT SCHOLARSHIP PROGRAM
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1.75%

4,340

4,500

$19,530,000

$6,600

4,120

$27,192,000

Number of students eligible for 
free/reduced-price lunch

Number of students participating in 
scholarship program

Maximum cost of tax credits (foregone 
taxes)

2010-2011 General Purpose Grant, 
average per student

Number of eligible students transferring 
from public to private schools

Net savings to the state

State School Fund savings

Maximum scholarship amount

Estimated percent of eligible students 
participating in scholarship program

$7,662,000

The net savings to the state would be $7.7 million. 

Each state’s tax system and education funding approaches are unique. 

Thus, it is impossible to examine another state’s program and conclude 

that the proposed programs for Oregon would have identical results. 

The projections presented here are for a hypothetical program. Actual 

results would depend on the specifics of the program determined by 

Oregon’s legislature.
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 ADMw refers to average daily membership (weighted) and is defined by 

Oregon statute (ORS 327.013). ADMw assigns greater weight to special 

education students, English-as-a-second-language students, and students 

in poverty. Thus, ADMw tends to be greater than the actual average 

daily membership and enrollment at the beginning of the school year. 

For example, the expected 2010-11 ADMw is 1.15 times larger than the 

enrollment at the beginning of the 2009-10 school year.
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About Cascade Policy Institute

Eric Fruits, Ph.D. is President of Economics International Corp., an 

Oregon-based consulting firm specializing in economics, finance and 

statistics. He is also an adjunct professor at Portland State University. 

Dr. Fruits has been engaged by private and public sector clients, 

including state and local governments, to evaluate the economic and 

fiscal impacts of business activities and government policies. His 

economic analysis has been widely cited; and he has been published in 

The Economist, The Wall Street Journal and USA Today.

Founded in 1991, Cascade Policy Institute is Oregon’s premier policy 

research center. Cascade’s mission is to explore and promote public 

policy alternatives that foster individual liberty, personal responsibility 

and economic opportunity. To that end, the Institute publishes policy 

studies, provides public speakers, organizes community forums and 

sponsors educational programs.
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