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Executive Summary

Recent increases in immigration have rekindled 

concerns about their effects on government 

budgets. This paper updates a model of these effects 

local budgets over 30 years.

The data show:

 

population generated more in taxes than they received 

 

in real 2024 US dollars

 

at all levels would be at least 205 percent of gross 

DAVID J. BIER is the director of immigration studies and the Selz Foundation Chair in Immigration 
Policy at the Cato Institute. MICHAEL HOWARD is an independent researcher. JULIÁN SALAZAR is 
a public policy data analyst.
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Introduction

This report is an update of a 2017 report by the 

immigration.1 The NASEM authors shared their model with 

The primary data source for the NASEM–Cato model 

is the Annual Social and Economic Supplement from the 
2 In this 

we use the most up-to-date research on the distribution of 

corporate tax payments between workers and owners of 
3 and we account for how immigration increases 

property values and therefore property tax revenue.4 We also 

incorporate all nontax revenues; improve the methodology for 

evidence supporting the NASEM estimates that do not 

assume immigrants increase spending on pure public goods 

full methodology and data sources.

data were available when we prepared this analysis. Our 

purpose is only to report what has actually happened with 

government budgets and immigrants to this point. Cato 

Institute research has previously produced forward-looking 

compatible with our conclusions here.5 Whatever the 

have already 6 and this belief 

appears to contribute to negative views about immigrants.7

The NASEM–Cato model shows the following:

 

 

total government spending.

 Accounting for savings on interest payments on the 

over this 30-year period.

 

 

 College graduate immigrants accounted for 

 The cohort of immigrants entering from 1990 to 

 

immigration was positive every year.

 Immigrants in all categories of educational 

during the 30-year period.

 

at all levels would already be above 200 percent of 

some analysts believe would trigger a debt crisis.8
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is because the NASEM–Cato model is a static accounting 

model that does not include indirect economic effects 

9

the surge of immigration from 2021 to 2024 came from 
10 but none of these revenues can 

as we are only tracing accounting payments to and from 

also does not account for how accruing less debt would have 

interest payments.11

Box 1
Immigrant definitions

including legal and illegal immigrants.
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Why Immigrants Were Fiscally Positive

Tthat deporting a person with average characteristics 

consists of items that do not causally increase or decrease 

“pure public goods” and refer to all other spending as 

and interest payments on debt accrued before the 

immigrants arrived.12 As we explain in more detail in the 

I M M I G R A N T  P U B L I C  R E V E N U E S 
A N D  E X P E N D I T U R E S

generating more revenue than spending in each of the 

as long as government expenditures and receipts for 

generate higher-than-average tax revenues overall and trigger 

lower-than-average government expenditures.
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for a higher share of revenue than their share of the 

capita immigrant tax revenues were higher than average was 

that they accounted for a disproportionately higher share of 
13 This gap has developed and 

grown over the last 30 years.

even if immigrants earn lower hourly

population by working cumulatively more hours. This higher 

employment rate was driven by the fact that immigrants 

young adults and often leave before retirement.

The NASEM–Cato model shows that throughout the 

the immigrant share of government expenditures was 

was 25 percent below.

of government expenditure throughout the entire 30-year 

divided into the following six categories:

1. 

2. 

3. 

4. 

5. 

6. 14
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 Immigrants imposed 34 percent lower 

Immigrants were only slightly underrepresented among the 

the gap is that the law limits Social Security and Medicare 

15 Many 

immigrants arrive after already having reached working 

age. Almost as important is the fact that immigrants were 

they consume 64 percent less of exceedingly expensive 

government pensions than the average resident.16

17

 Immigrants imposed close to 

tax credits being the largest components.18 In the absence 

cost the government more in needs-based spending. This 

is because they were more likely to be living in poverty 

must generally have lawful permanent residence for at least 

19

20

Because of special programs for English-language 

in school can be more expensive 

than other students in school. But because immigrants 
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usually must pay full tuition.21

22 and each international student 

at public universities covers the cost of enrolling two other 

students.23

their costs to the “immigrant” category would be inaccurate 

population. It would also obscure the comparison with the 

as immigrants would lead to an inaccurate perception 

of immigrants will pay for their costs in the future once they 

 Immigrants impose 

24 This is despite 

are incarcerated or detained for immigration offenses that the 
25 Although important 

 The NASEM–Cato model estimates 
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immigrants consume the same amount per capita as 

capita spending for this category and multiplies it by the 

immigrant population.

Summary

1. 

2. Immigrants paid higher-than-average taxes because 

their higher-than-average employment rate led to 

higher-than-average incomes.

3. Immigrants cost the government less than 

average because they did not add to the cost of 

education.

Figure 12 shows that the difference between immigrants’ 

I M M I G R A N T S ’  N E T  E F F E C T 
O N  G O V E R N M E N T  R E V E N U E 
A N D  S P E N D I N G

the resulting smaller interest payments on the avoided debt 
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Why Immigrants Were Fiscally Positive

Although it has become commonplace for politicians 

shows how impossible it would have been for policymakers 

to close the budget gap by slashing immigration over 

the last 30 years. Even eliminating all spending on 

the value of immigration by cutting these expenses without 

losing the upside from immigrants’ tax revenues.

2023 without immigrants.26 Immigrants saved the 

immigrants’ higher employment rates and higher per capita 

for every type of government revenue except federal and 

state nontax revenues and supplemental medical insurance 

payments. Payroll and sales taxes are the most important 

drivers of the difference in tax revenue. One novel aspect 

revenue generated through immigration’s effect on housing 

(Text continues on page 16)
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Immigrants cost all levels of government a total of 

immigrants cost the government roughly half as much 

as everyone else over the entire period. The other way 
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30-year nationwide exercise. The Appendix Variables List 

has a fuller breakdown by spending categories.

state and local governments. The net federal effect was 

and local governments but cost those governments only 
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Why Noncitizens Are Fiscally Positive

Npositive to all levels of government.27

28

average amount it spent per person.

residents on needs-based programs; used half as many 

educational resources; and were 21 percent less costly per 

capita for prisons and felony policing over the 30-year 

legal barriers to access for illegal immigrants and others 
29

making them ineligible for expensive government pensions.
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Immigration status eligibility restrictions played a large role 

30

in K–12 public schools cost more on average because of 

completing their education. Another reason for this gap is 

bar illegal immigrants from receiving tuition subsidies.31 

32 and each international 

33 meaning that the 

overall amount of this spending is small compared to the 

other categories of spending.
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Why Low-Skilled Immigrants 
Are Fiscally Positive

graduates have higher-than-average incomes and 

thus pay more in taxes. This might lead someone to think 

low-skilled noncitizens

States illegally.34 How is this possible?

because all children are technically low-skilled. In the 

individuals below age 25 based on their parents’ educational 

attainment along with their race and ethnicity.35 This 

approach assigns a percentage of children of low-skilled 

on their percentage likelihood of completing a given level of 

education in the future.

Table 6 shows our estimates of the average educational 

populations from 1994 to 2023. Although many people 

think of immigrants as synonymous with low-skilled 
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high school and half as likely to have attended some college 

without receiving a bachelor’s degree.

of the immigrant population from 1994 to 2023. Perhaps it is 

immigrants also produced more tax revenue than government 

costs during that period. Low-skilled immigrants paid 

noncitizens paid more taxes and 

generated about half a million dollars in taxes from 1994 

income. Some people who end schooling early still become 

high earners.36

either because the employers want to reduce legal liability 

37 net

income tax payments could still be negative after refundable 

low-skilled immigrants’ revenue generation.

are the largest category of taxes for low-skilled workers; 

half of payroll taxes are paid by employers on behalf of 

the worker without any acknowledgment on pay stubs.38

tenants and workers.39 Even more concealed are taxes paid 
40
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Low-skilled immigrants’ tax payments are less surprising 

when compared with their share of total earned income.

about 6.7 percent of tax revenue and 6.2 percent of earned 

income. Their share of tax receipts was below their share 

not as far below as expected based on their educational 

generates income that is taxed.

Yet since low-skilled immigrants earn below-average 

slightly more costly than average for needs-based 

 Low-skilled immigrants in the 

of immigrants’ age; low-skilled immigrants were more 
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average elderly low-skilled immigrant simply received fewer 

because many low-skilled immigrants were ineligible 

also because they were much less likely to work for the 

government and receive public pensions.

 Low-skilled immigrants received 

much less than their share of the population in poverty 

least one of three reasons:

 They were less aware of their eligibility;

 

 They were barred from applying because of their 

immigration status.41

were somewhat more costly to needs-based programs 

programs used the average rate for the poor population 

42

 Low-skilled immigrants cost the educational 

language needs lead to higher costs when those individuals 

are in K–12 schools. But because most immigrants arrive 

any tuition subsidies. To avoid misattributing any costs 
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to end up low-skilled based on their parents’ educational 

attainment and race or ethnicity.

 Despite the fact that tens 

of thousands of low-skilled immigrants were detained 

43 This 

means that they also triggered much less spending on felony 

policing and courts.

positive from 1994 to 2023 because they triggered less 

than predicted based on their education because they 

was dwarfed by how much less low-skilled immigrants cost 

T H E  L O W E S T - E D U C A T E D 
I M M I G R A N T S  C A N  B E 
F I S C A L L Y  B E N E F I C I A L

low-skilled immigrants of all levels of education throughout 

two-thirds of the low-skilled immigrant population fell 

into this demographic group in each year during that time 
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immigrants who failed to complete high school did pay 

immigrants generated more taxes than costs throughout 

noncitizens

but only because of the pandemic years.

dropout immigrants had never immigrated. For one 

more productive and growing the economy. The economic 
44 but 

the NASEM–Cato accounting model cannot capture it. More 

ene cial if their economic contributions 

are high enough to reduce the burden of debt relative to GDP.

the economy. Think of it this way: When Greece had its 
45 

it experienced no crisis because its debt was only about 

result in GDP doubling. America’s debt-to-GDP ratio 

costly relative to their economic contribution
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total earned income to estimate the effect of a person on 

GDP.46

High school graduate immigrants usually paid more taxes 

education reduced the debt-to-GDP ratio from 1994 to 2023. 

know that low-skilled immigrants increase the productivity of 

than can be captured in our static accounting model.47
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Why Illegal Immigrants Were Fiscally Positive

The Current Population Survey data on which 

record whether someone has a legal status in the 

immigrants indirectly.48

outside estimates of the illegal immigrant population’s 

the available data indicate that illegal immigrants pay 

individual income and payroll taxes at about 67 percent of 

Illegal immigrants were generally ineligible for 

is likely that illegal immigrants are less likely to apply for 

same level of education.49 All of these state and federal 

lack status but temporarily be deemed “lawfully present” 

Table 10 shows the upshot of this exercise: Illegal 

immigrants of all educational attainments are also likely to 

have paid more in taxes than they received in government 

debt in real terms and by lowering debt-to-GDP.
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Why Immigrants Are Fiscally 
Positive in the Long Term

I
is less than it would have been without those immigrants.

big picture. Did our results arise because new immigrants 

revenues? Or were the immigrants who entered 30 years ago 

group of immigrants we can continuously follow from 1994 

only 1993 or 1994 because of how the survey codes immigrant 

reinforces the conclusions of this report’s prior sections. The 

Immigrants who entered from 1990 to 1993 generated 

But as education costs dwindled and more members of the 

and taxes have remained far above expenses ever since.
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these immigrants will begin consuming more in government 

continue to save the government money far into the future 

by reducing interest payments on the debt even after the 

lowered debt across all levels of educational attainment 

Immigrants with higher education generated enormously 

capita for individuals with advanced degrees.
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The Children of Immigrants 
Will Be Fiscally Positive

The primary purpose of this report is to estimate 

the effects of immigrants themselves. The 

great-grandchildren. The most logical division for analysis 

extend our analysis to match second-generation adults 

long-term effects of immigrant subpopulations along with 

their children.

second generation. Our data currently show the second 

stems from the fact that two-thirds were born between 1994 

had entered that it would seriously bias the calculation to 
50 Even 

51

interest savings.

The second generation’s peak is nearly double that of the 
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maintain that advantage for longer. Their median age is 

second generation is also less costly per capita in childhood 

The reason the second generation has such a large 

years is primarily that their incomes are higher than the 

the second generation paying more in taxes. The main 

reason for this is that the children of immigrants are 

more educated than immigrants and other Americans.

They are nearly as likely to graduate from high school as 
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How Immigration Has Prevented a Debt Crisis

Immigrant taxes exceeded the cost of immigrant 

matter. Immigrants’ share of total earned income grew 

immigrants’ contribution to the economy is disproportionate 

would shrink the economy even more than losing a random 

group of Americans. GDP would shrink drastically without 

manifested in more debt and a much smaller economy.

without immigrants as a percentage of GDP from 1994 

to 2023.52

higher without immigrants. This estimate is based on 
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immigrants’ share of total earned income as a proxy for 

the true effect by ignoring the indirect ways in which 

complementarities. It also ignores how much higher interest 

rates would have been at such higher levels of debt.53

Debt at 200 percent of GDP could trigger very negative 

crisis. Researchers at the Penn Wharton Budget Model 

public cannot exceed about 200 percent of GDP” without 
54 

Figure 38 depicts estimated total government debt without 

changes.55

rising so far above GDP would have serious negative effects 
56
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Conclusion

Iin many ways. Their primary contribution is the goods 

population. Our analysis in this paper shows that immigrants 

and public safety programs. Even immigrants without 

even the low-skilled immigrant population become 

well-established facts for such a large shift to be possible. 

Our report uses the best government data available 

generating more than the average in taxes and using 

immigrants’ higher-than-average tax contributions track 

high employment rates. Their lower per capita cost for 

education is the undeniable result of their being much less 

without many of the costs that come with training new 

face more legal and practical barriers to using transfer 

population far ahead in any forward-looking analysis. Our 

analysis shows that the cohort of immigrants who entered 

the government will continue to save money on interest 

previously produced forward-looking estimates of the 

our conclusions here.57

generation appears poised to create the biggest windfall 

now. Rather than treating them as the cause of America’s 

solution.


