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OVERVIEW 
¡ The Economically Disadvantaged School component of the Educational Improvement Tax Credit 

(EITC) provides supplementary scholarships for Pennsylvania students receiving scholarships and 
attending private schools with the greatest financial need. These supplementary scholarships for 
elementary/middle school students and high school students are capped at $2,000 and $4,000, 
respectively. 

REASON FOR THE LEGISLATION 
¡ A student’s future should not rely on their zip code. Low-income students and parents deserve the 

same flexibility wealthier families enjoy to find the education that works best for them. Low-income 
and minority students in Pennsylvania too often experience large achievement gaps, and COVID-19 
related closures only widened the disparity. A national study found that while students lost, on 
average, three months of learning in math due to the pandemic, students of color lost three to five 
months of math learning.1 Increasing tax credit scholarships for Economically Disadvantaged 
Schools will channel more resources to the children most likely to fall behind. 

SUMMARY 
¡ Tax Credit Scholarships 

� Under the EITC and Opportunity Scholarship Tax Credit (OSTC) programs, businesses and 
individuals receive tax credits for donations to approved organizations that grant scholarships to 
students. Yet, caps on the tax credits limit the amount of total donations. In 2020–21, the state, 
due to these arbitrary caps, turned away a record 76,000 student scholarship applications and 
waitlisted $156.3 million in tax-credit donations.2 

� Pennsylvanian students are eligible for EITC and OSTC scholarships if their household incomes 
are less than $105,183 plus $18,514 for each child. The household income baseline adjusts 
upwards for special needs children. OSTC scholarship recipients must also live in a “low-
achieving” school zone, whose public schools rank in the bottom 15 percent according to 
statewide Pennsylvania System of School Assessment (PSSA) scores. 

¡ What are Economically Disadvantaged Schools? 

� Economically Disadvantaged Schools are schools where 51 percent or more of the students 
received EITC or OSTC scholarship of at least $1,000 in the preceding school year.3 

� Economically Disadvantaged Schools serve predominately low-income families who are unable 
to pay full tuition. Targeting more tax credit scholarships to students in these schools provides 
increased education funding to the kids and schools that need it most. 



Assisting Students in Economically Disadvantaged Schools CommonwealthFoundation.org  |  2 

� The Department of Community and Economic Development publishes a list of schools that meet 
the criteria of an Economically Disadvantaged School. The appendix includes Pennsylvania’s 
2023–24 list of Economically Disadvantaged Schools. 

¡ Who Can Receive a Supplemental Scholarship? 

� Any student who attends an Economically Disadvantaged School and receives an EITC and/or 
OSTC scholarship of at least $1,000 will receive a supplemental scholarship. 

� There is currently a $12 million cap on total Economically Disadvantaged School supplemental 
scholarships. All eligible students in Economically Disadvantaged Schools receive a 
supplemental scholarship, prorated based on the cap and number of students. 

¡ How Much is a Supplemental Scholarship? 

� All eligible elementary and middle school students can currently receive a supplemental 
scholarship amount up to $2,000. The scholarship increases to $4,000 for high school students. 
The higher amount for high school students reflects the higher costs of operating a high school. 
The total scholarship amount awarded to a student cannot exceed the costs of tuition and 
school-related fees. 

� The average OSTC and EITC scholarship amounts awarded are only $2,600 and $2,500, 
respectively.4 

¡ Background on Tax Credit Scholarships 

� The current cap on the K–12 scholarship tax credits under the EITC and OSTC programs 
combined is $340 million.5 

� Scholarship organizations receive donations from private businesses and individuals to provide 
scholarships to low- and middle-income students. Donors receive a state tax credit of 75 percent 
or 90 percent of their donation. 

� Increasing tax credit scholarships is financially beneficial to school districts because they retain 
all local funding for the students who are no longer attending their schools. 

� Costs incurred by the state for the tax credit scholarships are far less than the $21,263 (about $7 
per person in the United States) spent per student in Pennsylvania public schools. An analysis 
by Dr. Martin Lueken of EdChoice concluded that a $100 million EITC increase would save state 
and local taxpayers a combined $265 million.6 

� An economic impact analysis by Dr. Corey DeAngelis of the Reason Foundation concluded that 
EITC and OSTC expansion would result in greater lifetime earnings for kids, billions of dollars in 
economic benefits to the commonwealth from those increased earnings, and reductions in 
criminal activity.7 
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APPENDIX 
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