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Who Can Fund a Scholarship?
Updated estimates in light of Treasury's proposed EFTC regulations, including the new

$3,400 cap for married couples filing jointly

Patrick Graff, Ph.D., Senior Fellow federationforchildren.org

In light of Treasury's proposed regulations (REG-117199-25) released on October 1, 2026, the summary below contains updated

Education Freedom Tax Credit (EFTC) donor participation and impact estimates. These statistics are based upon a recent report

published by the American Federation for Children Growth Fund, which simulated 2027 tax returns using IRS Statistics of Income data

released in August 2026. The report details the universe of tax filers who have federal tax liability, could donate to a scholarship

granting organization (SGO), and receive a dollar-for-dollar Education Freedom Tax Credit in return, worth up to $1,700 per taxpayer

($3,400 for married couples filing jointly). Key takeaways include:

+1–2M
SCHOLARSHIPS

Removing the marriage penalty funds 1 to 2 million more scholarships a year.

Treasury's proposed rules let each spouse on a joint return claim $1,700. At 10 percent

participation, that adds $7.5 billion a year, enough for more than 1 million additional

scholarships at an average of $7,000, or more than 2 million at an average of $3,500.

7M
SCHOLARSHIPS

Ten percent participation funds more than 7 million scholarships a year. Donors

at that rate would give $26.3 billion, enough for about 7 million scholarships at an

average of $3,500, or about 3.5 million at $7,000. The $26.3 billion matches Treasury's

projection of $26 billion a year from over 11 million tax filers, also at 10 percent take-up.

121.5M
TAX  RETURNS

Nearly three in four tax filers can claim the credit. 121.5 million tax returns (74.2

percent of filers) will owe federal income tax in 2027. Because each spouse in a married

couple filing jointly can now give $1,700, that comes to 172.0 million taxpayers who can

donate to an SGO and claim the tax credit.

50.5M
JOINT  RETURNS

42.2 million married couples (83.7 percent) can claim the full $3,400. Of the 50.5

million married couples filing jointly who owe federal income tax, 42.2 million owe at

least $3,400. If married couples give at the same rate as other filers, the $3,400 credit

adds $3.8 billion a year for every 5 percent increase in donor participation.

79.4%
FULL  CREDIT

Nearly four in five filers who owe tax can claim their full credit. Of the 121.5

million tax returns that owe federal income tax, 96.5 million (79.4 percent) owe enough

to claim the full credit: $1,700, or $3,400 for married couples filing jointly. Another 25.0

million can claim a credit up to their full liability.

31
STATES

31 states are in. 20.8 million eligible students are waiting. States that have opted

in or signaled intent as of October 2026 hold 68.3 million eligible donors and $147.1

billion in giving capacity (56 percent of the total). At 10 percent participation, these

donors alone could fund 2.1 to 4.2 million scholarships a year. The 20 jurisdictions yet

to decide hold $115.9 billion, and their 20.8 million scholarship-eligible children cannot

receive a scholarship until their state opts in. The proposed rules confirm that donors in

those states can still give to an SGO in any participating state.

+2x
STUDENTS  SERVED

New proposed regulations reduce participation frictions and will significantly

boost giving. Our modeling finds that payroll giving, together with removing the

marriage penalty, could more than double the number of students served as

participation in the EFTC scales over time.
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$5.3B
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$26.3B
20%  PARTICIPATE

$52.6B
30%  PARTICIPATE

$78.9B

What the EFTC would raise each year if the given share of eligible donors participates. Each donor gives up to $1,700 ($3,400 for married couples filing jointly), capped

at their federal income tax liability. Rates are illustrative, not predictions. State-by-state figures are on page 2.
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S TAT E - BY- S TAT E  PA RT I C I PAT I O N  S C E NA R I O S

Updated EFTC Eligible Donors and Participation Scenarios, State by State
What donors in each state could give each year at different participation rates, assuming a $3,400 cap for married couples filing jointly.

✓ = signaled intent to or has opted in as of October 2026.

✓ STATE
ELIGIBLE
DONORS

PARTICIPATION  RATE

10% 20%

✓ Alabama 1,579,000 $339.8M $679.6M

✓ Alaska 273,800 $60.3M $120.6M

Arizona 2,607,300 $554.8M $1.1B

✓ Arkansas 928,000 $197.9M $395.9M

California 14,503,400 $3.1B $6.2B

✓ Colorado 2,440,200 $539.4M $1.1B

Connecticut 1,440,000 $318.3M $636.6M

Delaware 392,200 $86.2M $172.4M

Dist. of Columbia 296,200 $58.1M $116.2M

✓ Florida 8,303,500 $1.7B $3.5B

✓ Georgia 3,597,000 $758.9M $1.5B

Hawaii 538,700 $117.9M $235.9M

✓ Idaho 663,600 $150.0M $299.9M

Illinois 4,771,200 $1.0B $2.1B

✓ Indiana 2,403,800 $526.5M $1.1B

✓ Iowa 1,167,200 $264.1M $528.1M

✓ Kansas 1,037,000 $231.6M $463.2M

✓ Kentucky 1,423,600 $310.0M $620.0M

✓ Louisiana 1,378,300 $285.0M $570.0M

Maine 547,900 $119.6M $239.2M

Maryland 2,442,500 $532.1M $1.1B

Massachusetts 2,893,200 $638.4M $1.3B

Michigan 3,576,200 $779.9M $1.6B

Minnesota 2,295,500 $513.3M $1.0B

✓ Mississippi 857,000 $178.0M $355.9M

✓ Missouri 2,150,000 $468.7M $937.5M

✓ STATE
ELIGIBLE
DONORS

PARTICIPATION  RATE

10% 20%

✓ Montana 417,500 $91.5M $182.9M

✓ Nebraska 730,100 $163.7M $327.4M

✓ Nevada 1,224,300 $253.9M $507.8M

✓ New Hampshire 601,800 $138.4M $276.8M

New Jersey 3,668,600 $815.2M $1.6B

New Mexico 698,700 $142.5M $285.1M

✓ New York 7,461,000 $1.6B $3.1B

✓ North Carolina 3,727,900 $809.7M $1.6B

✓ North Dakota 301,600 $68.0M $136.0M

✓ Ohio 4,338,700 $937.1M $1.9B

✓ Oklahoma 1,240,600 $267.0M $533.9M

Oregon 1,619,700 $354.7M $709.4M

Pennsylvania 4,782,200 $1.1B $2.1B

Rhode Island 443,500 $95.0M $190.0M

✓ South Carolina 1,841,400 $397.3M $794.7M

✓ South Dakota 344,500 $77.8M $155.6M

✓ Tennessee 2,454,300 $531.2M $1.1B

✓ Texas 10,164,900 $2.2B $4.3B

✓ Utah 1,199,600 $272.1M $544.3M

Vermont 258,900 $56.6M $113.2M

✓ Virginia 3,286,800 $730.9M $1.5B

Washington 3,115,600 $702.9M $1.4B

✓ West Virginia 560,200 $120.6M $241.2M

Wisconsin 2,313,300 $514.3M $1.0B

✓ Wyoming 214,000 $48.8M $97.5M

United States 121,516,100 $26.3B $52.6B

Notes. Eligible donors are tax filers we project will owe federal income tax in tax year 2027. Total giving capacity is the amount raised if 100 percent of eligible donors give up

to $1,700 ($3,400 for married couples filing jointly), capped at their federal income tax liability; these projections assume tax filers will not give more than their federal income

tax liability in the given tax year. Participation columns multiply capacity by the share of eligible donors who give; the rates are illustrative assumptions, not predictions.

Scholarship counts on page 1 divide giving by an assumed average award of $7,000 or $3,500. The credit is $1,700 per taxpayer; under Treasury's proposed rules, married

couples filing jointly can claim up to $3,400 when each spouse gives $1,700. ✓ = state has opted in or signaled its intent to opt in as of October 2026. All figures are tax year

2027 nominal dollars; state rows sum to the national total before rounding. Sources: IRS Statistics of Income Historic Table 2 (tax year 2023); Census Bureau American

Community Survey (2023); simulated tax year 2027 returns under current law; Treasury and IRS proposed regulations, REG-117199-25 (Oct. 2026); opt-in status from

federalscholarships.com.
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