IMMIGRATION POLICY CENTER

...providing factual information about immigration and immigrants in America

August 18, 2009

ASSESSING THE ECONOMIC IMPACT OF IMMIGRATION
AT THE STATE AND LOCAL LEVEL

At a time of economic recession, rising unemployment, and deepening budget deficits,
policymakers and the public are increasingly concerned about the impact of immigration, especially
undocumented immigration, on state and local economies. In particular, there is heated debate over
whether or not undocumented immigrants are a drain on the budgets of state and local governments
because of the public services they utilize. Accurately assessing the costs and contributions of
immigrants, particularly undocumented immigrants, is a challenge, but research shows that between
one-half and three-quarters of undocumented immigrants pay federal and state income taxes, Social
Security taxes, and Medicare taxes. Moreover, all immigrants (legal and undocumented) pay sales
taxes (when they buy anything at a store, for instance) and property taxes (even if they rent
housing).® Below is a survey of a number of state studies which have found that immigrants in
general—and the undocumented specifically—contribute to the public treasuries and economies of
many states and localities.

States Find Immigrants Contribute More to State and Local Coffers Than They Take Out

» ARIZONA: A 2007 study by the University of Arizona’s Udall Center for Studies in Public
Policy concluded that “the total state tax revenue attributable to immigrant workers was an
estimated $2.4 billion (about $860 million for naturalized citizens plus about $1.5 billion for non-
citizens). Balanced against estimated fiscal costs of $1.4 billion (for education, health care, and
law enforcement), the net 2004 fiscal impact of immigrants in Arizona was positive by about
$940 million.” Moreover, the “2004 total economic output attributable to immigrant workers
was about $44 billion ($15 billion for naturalized citizens and $29 billion for non-citizens). This
output included $20 billion in labor and other income and resulted in approximately 400,000 full-
time-equivalent jobs.”?

» ARKANSAS: A 2007 study by the Urban Institute found that “Arkansas immigrants had an
estimated total after-tax income of $2.7 billion in 2004. Approximately 20 percent of this was
sent home to families abroad, saved, or used for interest payments. The remaining spending had
a total impact on the state of $2.9 billion...” In addition, “without immigrant labor, the output of
the state’s manufacturing industry would likely be lowered by about $1.4 billion—or about 8
percent of the industry’s $16.2 billion total contribution to the gross state product in 2004.”3

» FLORIDA: A 2007 study released by Florida International University found that the state’s
“immigrant workers paid an estimated annual average of $10.49 billion in federal taxes and $4.5
billion in state and local taxes from 2002 to 2004.” The study concluded that “comparing taxes
paid to assistance received shows that immigrants in Florida contribute nearly $1,500 per year
more than they receive” in Social Security, Supplemental Security Income, disability income,
veterans’ benefits, unemployment compensation, Temporary Assistance to Needy Families, food
stamps, housing subsidies, energy assistance, Medicare, and Medicaid. *

A DIVISION OF THE AMERICAN IMMIGRATION LAwW FOUNDATION
1331 G STREET NW, SUITE 200 ¢ WASHINGTON, DC 20005 e TEL: (202) 507-7500 ¢ FAX: (202) 742-5619
www.immigrationpolicy.org


http://udallcenter.arizona.edu/programs/immigration/publications/impact_judy.pdf
http://www.urban.org/UploadedPDF/411441_Arkansas_Summary.pdf
http://www.risep-fiu.org/reports/immigrants_spring_2007.pdf

MASSACHUSETTS: A 2009 report by the Institute for Asian American Studies at the
University of Massachusetts found that immigrant-headed households paid $1.2 billion in
Massachusetts state income taxes in 2005, $1.06 billion in local property taxes in 2007, and $346
million in sales and excise taxes in 2006. Moreover, the total value of homes owned by
immigrant-headed households was $81.3 billion in 2007, while rent payments by immigrant-
headed households totaled $2.3 billion that year.®

NEBRASKA: A 2008 study by the Office of Latino/Latin American Studies at the University of
Nebraska at Omaha estimates that in 2006, “immigrant spending resulted in $1.6 billion worth of
total production (or output) to Nebraska’s economy. Moreover, this spending generated between
11,874 and 12,121 total jobs for the state.” The study also estimates that the state’s immigrant
population “contributed $154 million in the form of property, income, sales and gasoline tax in
2006,” which amounts to about $1,554 per capita, compared to $1,944 in contributions by native-
born residents.®

NEVADA: A 2007 report from the Progressive Leadership Alliance of Nevada found that
Hispanic immigrants in Nevada paid roughly $2.6 billion in federal taxes and $1.6 billion in state
and local taxes (including $500 million in sales taxes) in 2005. According to the report, “the
money that immigrants earn and spend in Nevada accounts for about 25% of the State’s Gross
State Product” and *“Hispanic immigrant employment, income and spending results in the
creation of 108,380 jobs in Nevada.” Moreover, Hispanic immigrants comprised about 16
percent of the state’s entire workforce and an even higher share in select industries: 81 percent of
the agricultural workforce, 47 percent of the construction and mining workforce, and 22 percent
of the entertainment and tourist services workforce.’

NEW JERSEY': A 2008 study by the Eagleton Institute of Politics at Rutgers University found
that “immigrants bring in almost one-quarter or 23 percent of all earnings statewide” and make
up 28% of New Jersey’s workforce”—which is the third largest foreign population statewide
behind California and New York. “Foreign-born entrepreneurs also own one-fifth of the
businesses in the state and are key contributors to New Jersey’s economic output, and hence
critical to the state’s tax base”—paying into the New Jersey State GDP ($448 billion) anywhere
from $47 to $288 billion. The report also finds that “skilled immigrants have a substantial
positive fiscal impact on the state” and over time, “immigrants and their families generally have a
positive impact on the government budgets.” 8

NEW YORK: A 2007 study by the Fiscal Policy Institute concludes that “New York’s
immigrants are responsible for $229 billion in economic output in New York State. That’s 22.4
percent of the total New York State GDP, a share slightly larger than immigrants’ share of
population, and slightly smaller than their share of the workforce.” Moreover, “immigrants in
New York State are entrepreneurs, managers, and workers in jobs at all levels of the economy,
from the lowest-paid day laborers to the highest-paid investment bankers.”®

WASHINGTON, DC: A 2006 study by the Urban Institute found that immigrant households in
the Washington, D.C., metropolitan area “paid $9.8 billion or 17.7 percent of total taxes paid by
metropolitan-area residents in 1999-2000 ($55.2 billion)...virtually the same as their share of the
total population (17.4 percent)...” About 72 percent of these tax payments went to the federal
government.*®


http://www.issuelab.org/click/download2/massachusetts_immigrants_by_the_numbers_demographic_characteristics_and_economic_footprint/report_full_7-13-09.pdf
http://www.unomaha.edu/ollas/Econ%20Im%20Report/FINAL%20Econ%20Impact%20Report.pdf
http://planevada.welovebob.org/images/PDFs/vital.pdf
http://www.eagleton.rutgers.edu/Immigration/NJImmigrationReport.pdf
http://www.fiscalpolicy.org/publications2007/FPI_ImmReport_WorkingforaBetterLife.pdf
http://www.urban.org/UploadedPDF/411338_civic_contributions.pdf

WASHINGTON STATE: A 2009 study by One America found that “immigrants contributed
$1.48 billion in tax revenue to Washington’s economy in 2007. The foreign born account for 13.2
percent of all taxes paid in Washington state, slightly higher than the overall percentage of
foreign born households.” Furthermore, low income foreign born households in Washington “pay
the highest percent of their income to taxes—about 14.2 percent. Additionally, Washington’s
Asian and Hispanic buying power accounted for over $28 billion or about 11.5 percent of the
state’s total consumer market.”*

Studies of Undocumented Immigrants Show They Add Significantly to State and Local
Economies

>

IOWA: A 2007 study by the lowa Policy Project concluded that “undocumented immigrants pay
an estimated aggregate amount of $40 million to $62 million in state taxes each year.”
Moreover, “undocumented immigrants working on the books in lowa and their employers also
contribute annually an estimated $50 million to $77.8 million in federal Social Security and
Medicare taxes from which they will never benefit. Rather than draining state resources,
undocumented immigrants are in some cases subsidizing services that only documented residents
can access.”"?

OREGON: A 2007 study by the Oregon Center for Public Policy estimated that undocumented
immigrants in Oregon pay state income, excise, and property taxes, as well as federal Social
Security and Medicare taxes, which “total about $134 million to $187 million annually.” In
addition, “taxes paid by Oregon employers on behalf of undocumented workers total about $97
million to $136 million annually.” As the report goes on to note, undocumented workers are
ineligible for the Oregon Health Plan, food stamps, and temporary cash assistance.*?

TEXAS: A 2006 study by the Texas State Comptroller found that “the absence of the estimated
1.4 million undocumented immigrants in Texas in fiscal 2005 would have been a loss to our
gross state product of $17.7 billion. Undocumented immigrants produced $1.58 billion in state
revenues, which exceeded the $1.16 billion in state services they received.”**

VIRGINIA: A 2008 study by The Commonwealth Institute found that undocumented
immigrants in Virginia “provide critical labor to certain industries, including construction,
manufacturing, and leisure and hospitality, and the $2.6 billion to $3.1 billion in income earned
by this group is used to purchase goods and services in the Commonwealth. Furthermore, the
taxes paid by the undocumented population total between $260 million and $311 million. When
the payroll taxes of employers of undocumented immigrants working on the books are
considered, these numbers increase to between $379 million and $453 million.”*

CHICAGO: A 2002 study by the Center for Urban Economic Development at the University of
Chicago found that undocumented immigrants in the Chicago metropolitan area alone spent
$2.89 billion in 2001. These expenditures stimulated “an additional $2.56 billion in local
spending,” for a total of $5.45 billion in additional spending, or 1.5 percent of the Gross Regional
Product. This spending, in turn, sustained 31,908 jobs in the local economy.®


http://oneamericanews.files.wordpress.com/2009/03/oneamerica-report-april-09-low.pdf
http://www.iowapolicyproject.org/2007docs/071025-undoc.pdf
http://www.ocpp.org/2007/issue070410immigranttaxeseng.pdf
http://www.cpa.state.tx.us/specialrpt/undocumented/undocumented.pdf
http://www.thecommonwealthinstitute.org/pages/immtaxcontribution.pdf
http://www.uic.edu/cuppa/uicued/Publications/RECENT/undoc_full.pdf

One-Year Fiscal “Snapshots” Don’t Tell the Whole Story

» Early investments in services for immigrants lead to long-term economic gains for state, local,
and federal governments.

A 2007 report by the Congressional Budget Office (CBO), which examined 29 reports
published over the past 15 years on the impact of unauthorized immigrants on state and local
budgets, found that:

= “Generally, immigrants’ use of services and their contributions to revenues vary over
time as they become better integrated into U.S. society and labor markets. Most analysts
believe that those general trends also apply to the portion of the population that is
unauthorized.”*’

=  “Most of the research available to date measures the impact of unauthorized immigrants
in terms of the funds spent and revenues collected within a given period, typically one
fiscal year. Some analysts point out that such a method ignores the long-term impact of
that population. A better measure, they suggest, would evaluate the lifetime costs that
unauthorized immigrants impose on federal, state, and local governments and the lifetime
revenues they generate.” Moreover, some of the studies “included children of
unauthorized immigrants who were born in the United States (even though those children
are U.S. citizens).”*®

State and Local Governments Initially Bear Most of the Costs

> In the early stages of a person’s life, the federal government receives most tax dollars, but state
and local governments provide most taxpayer-funded services.

A 1997 study by the National Research Council points out that immigrants, like the native-
born, have different fiscal impacts at the state and federal levels primarily for two reasons:
“First, state and local investments in education pay off in higher tax payments later in life,
although only a portion of the payoff is at the state and local level; the remainder is at the
federal level, where tax payments are also raised. Second, at the state and local level, an
individual or a household typically first receives costly services and transfers, particularly for
education, and then in a sense pays for them later in life through taxes... At the federal level,
the opposite occurs: workers pay taxes first, and receive their pension and health care
benefits about 30 years later on average.”*

The 2007 report by the CBO points out that: “The impact of unauthorized immigrants on the
federal budget differs from that population’s effect on state and local budgets primarily
because of the types of services provided at each level of government and the rules governing
those programs. For instance, most unauthorized immigrants are prohibited from receiving
many of the benefits that the federal government provides through Social Security and such
need-based programs as Food Stamps, Medicaid (other than emergency services), and
Temporary Assistance for Needy Families. At the same time, the federal government
requires that state and local governments provide certain services to individuals, regardless of
their immigration status or ability to pay, in order for those states or localities to participate in
some of its assistance programs.”%


http://www.cbo.gov/ftpdocs/87xx/doc8711/12-6-Immigration.pdf
http://www.nap.edu/catalog.php?record_id=5779
http://www.cbo.gov/ftpdocs/87xx/doc8711/12-6-Immigration.pdf
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