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Executive Summary

U

nlawful immigration and amnesty for current unlawful immigrants can pose large fiscal
costs for U.S. taxpayers. Government provides four
types of benefits and services that are relevant to
this issue:
■■

■■

■■

■■

Direct benefits. These include Social Security,
Medicare, unemployment insurance, and workers’
compensation.
Means-tested welfare benefits. There are over
80 of these programs which, at a cost of nearly
$900 billion per year, provide cash, food, housing,
medical, and other services to roughly 100 million
low-income Americans. Major programs include
Medicaid, food stamps, the refundable Earned
Income Tax Credit, public housing, Supplemental
Security Income, and Temporary Assistance for
Needy Families.
Public education. At a cost of $12,300 per pupil
per year, these services are largely free or heavily
subsidized for low-income parents.
Population-based services. Police, fire, highways, parks, and similar services, as the National
Academy of Sciences determined in its study of
the fiscal costs of immigration, generally have to
expand as new immigrants enter a community;
someone has to bear the cost of that expansion.

The cost of these governmental services is far larger than many people imagine. For example, in 2010,
the average U.S. household received $31,584 in government benefits and services in these four categories.
The governmental system is highly redistributive.
Well-educated households tend to be net tax contributors: The taxes they pay exceed the direct and meanstested benefits, education, and population-based services they receive. For example, in 2010, in the whole
U.S. population, households with college-educated
heads, on average, received $24,839 in government
benefits while paying $54,089 in taxes. The average
college-educated household thus generated a fiscal
surplus of $29,250 that government used to finance
benefits for other households.
Other households are net tax consumers: The benefits they receive exceed the taxes they pay. These
households generate a “fiscal deficit” that must be
financed by taxes from other households or by government borrowing. For example, in 2010, in the U.S.
population as a whole, households headed by persons
without a high school degree, on average, received
$46,582 in government benefits while paying only
$11,469 in taxes. This generated an average fiscal deficit (benefits received minus taxes paid) of $35,113.
The high deficits of poorly educated households
are important in the amnesty debate because the
typical unlawful immigrant has only a 10th-grade
education. Half of unlawful immigrant households
are headed by an individual with less than a high
school degree, and another 25 percent of household
heads have only a high school degree.
v
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Some argue that the deficit figures for poorly
educated households in the general population
are not relevant for immigrants. Many believe, for
example, that lawful immigrants use little welfare.
In reality, lawful immigrant households receive
significantly more welfare, on average, than U.S.born households. Overall, the fiscal deficits or surpluses for lawful immigrant households are the
same as or higher than those for U.S.-born households with the same education level. Poorly educated households, whether immigrant or U.S.-born,
receive far more in government benefits than they
pay in taxes.
In contrast to lawful immigrants, unlawful immigrants at present do not have access to means-tested
welfare, Social Security, or Medicare. This does not
mean, however, that they do not receive government
benefits and services. Children in unlawful immigrant households receive heavily subsidized public
education. Many unlawful immigrants have U.S.born children; these children are currently eligible
for the full range of government welfare and medical
benefits. And, of course, when unlawful immigrants
live in a community, they use roads, parks, sewers, police, and fire protection; these services must
expand to cover the added population or there will
be “congestion” effects that lead to a decline in service quality.
In 2010, the average unlawful immigrant household received around $24,721 in government benefits and services while paying some $10,334 in
taxes. This generated an average annual fiscal deficit (benefits received minus taxes paid) of around
$14,387 per household. This cost had to be borne
by U.S. taxpayers. Amnesty would provide unlawful households with access to over 80 means-tested welfare programs, Obamacare, Social Security,
and Medicare. The fiscal deficit for each household
would soar.
If enacted, amnesty would be implemented in
phases. During the first or interim phase (which is
likely to last 13 years), unlawful immigrants would
be given lawful status but would be denied access to
means-tested welfare and Obamacare. Most analysts assume that roughly half of unlawful immigrants work “off the books” and therefore do not pay
income or FICA taxes. During the interim phase,
these “off the books” workers would have a strong
incentive to move to “on the books” employment.
In addition, their wages would likely go up as they
vi

sought jobs in a more open environment. As a result,
during the interim period, tax payments would rise
and the average fiscal deficit among former unlawful
immigrant households would fall.
After 13 years, unlawful immigrants would
become eligible for means-tested welfare and
Obamacare. At that point or shortly thereafter, former unlawful immigrant households would likely
begin to receive government benefits at the same
rate as lawful immigrant households of the same
education level. As a result, government spending
and fiscal deficits would increase dramatically.
The final phase of amnesty is retirement.
Unlawful immigrants are not currently eligible for
Social Security and Medicare, but under amnesty
they would become so. The cost of this change would
be very large indeed.
■■

■■

■■

■■

As noted, at the current time (before amnesty),
the average unlawful immigrant household has a
net deficit (benefits received minus taxes paid) of
$14,387 per household.
During the interim phase immediately after
amnesty, tax payments would increase more than
government benefits, and the average fiscal deficit for former unlawful immigrant households
would fall to $11,455.
At the end of the interim period, unlawful immigrants would become eligible for means-tested
welfare and medical subsidies under Obamacare.
Average benefits would rise to $43,900 per
household; tax payments would remain around
$16,000; the average fiscal deficit (benefits minus
taxes) would be about $28,000 per household.
Amnesty would also raise retirement costs by
making unlawful immigrants eligible for Social
Security and Medicare, resulting in a net fiscal
deficit of around $22,700 per retired amnesty
recipient per year.

In terms of public policy and government deficits,
an important figure is the aggregate annual deficit
for all unlawful immigrant households. This equals
the total benefits and services received by all unlawful immigrant households minus the total taxes paid
by those households.
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■■

■■

■■

■■

Under current law, all unlawful immigrant households together have an aggregate annual deficit of
around $54.5 billion.
In the interim phase (roughly the first 13 years
after amnesty), the aggregate annual deficit
would fall to $43.4 billion.
At the end of the interim phase, former unlawful
immigrant households would become fully eligible for means-tested welfare and health care benefits under the Affordable Care Act. The aggregate
annual deficit would soar to around $106 billion.
In the retirement phase, the annual aggregate
deficit would be around $160 billion. It would
slowly decline as former unlawful immigrants
gradually expire.

These costs would have to be borne by already
overburdened U.S. taxpayers. (All figures are in 2010
dollars.)
The typical unlawful immigrant is 34 years old.
After amnesty, this individual will receive government benefits, on average, for 50 years. Restricting
access to benefits for the first 13 years after amnesty
therefore has only a marginal impact on long-term
costs.
If amnesty is enacted, the average adult unlawful
immigrant would receive $592,000 more in government benefits over the course of his remaining lifetime than he would pay in taxes.
Over a lifetime, the former unlawful immigrants
together would receive $9.4 trillion in government
benefits and services and pay $3.1 trillion in taxes.
They would generate a lifetime fiscal deficit (total
benefits minus total taxes) of $6.3 trillion. (All figures are in constant 2010 dollars.) This should be
considered a minimum estimate. It probably understates real future costs because it undercounts the
number of unlawful immigrants and dependents
who will actually receive amnesty and underestimates significantly the future growth in welfare and
medical benefits.
The debate about the fiscal consequences of
unlawful and low-skill immigration is hampered by
a number of misconceptions. Few lawmakers really
understand the current size of government and the
scope of redistribution. The fact that the average
household gets $31,600 in government benefits each

year is a shock. The fact that a household headed by
an individual with less than a high school degree
gets $46,600 is a bigger one.
Many conservatives believe that if an individual
has a job and works hard, he will inevitably be a net
tax contributor (paying more in taxes than he takes
in benefits). In our society, this has not been true for
a very long time. Similarly, many believe that unlawful immigrants work more than other groups. This is
also not true. The employment rate for non-elderly
adult unlawful immigrants is about the same as it is
for the general population.
Many policymakers also believe that because
unlawful immigrants are comparatively young, they
will help relieve the fiscal strains of an aging society. Regrettably, this is not true. At every stage of the
life cycle, unlawful immigrants, on average, generate fiscal deficits (benefits exceed taxes). Unlawful
immigrants, on average, are always tax consumers;
they never once generate a “fiscal surplus” that can
be used to pay for government benefits elsewhere in
society. This situation obviously will get much worse
after amnesty.
Many policymakers believe that after amnesty, unlawful immigrants will help make Social
Security solvent. It is true that unlawful immigrants currently pay FICA taxes and would pay
more after amnesty, but with average earnings of
$24,800 per year, the typical unlawful immigrant
will pay only about $3,700 per year in FICA taxes.
After retirement, that individual is likely to draw
more than $3.00 in Social Security and Medicare
(adjusted for inflation) for every dollar in FICA
taxes he has paid.
Moreover, taxes and benefits must be viewed
holistically. It is a mistake to look at the Social
Security trust fund in isolation. If an individual
pays $3,700 per year into the Social Security trust
fund but simultaneously draws a net $25,000 per
year (benefits minus taxes) out of general government revenue, the solvency of government has not
improved.
Following amnesty, the fiscal costs of former
unlawful immigrant households will be roughly the
same as those of lawful immigrant and non-immigrant households with the same level of education.
Because U.S. government policy is highly redistributive, those costs are very large. Those who claim
that amnesty will not create a large fiscal burden are
simply in a state of denial concerning the underlying
vii
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redistributional nature of government policy in the
21st century.
Finally, some argue that it does not matter whether unlawful immigrants create a fiscal deficit of $6.3
trillion because their children will make up for these
costs. This is not true. Even if all the children of
unlawful immigrants graduated from college, they
would be hard-pressed to pay back $6.3 trillion in
costs over their lifetimes.
Of course, not all the children of unlawful immigrants will graduate from college. Data on intergenerational social mobility show that, although
the children of unlawful immigrants will have substantially better educational outcomes than their
parents, these achievements will have limits. Only
13 percent are likely to graduate from college, for

viii

example. Because of this, the children, on average,
are not likely to become net tax contributors. The
children of unlawful immigrants are likely to remain
a net fiscal burden on U.S. taxpayers, although a far
smaller burden than their parents.
A final problem is that unlawful immigration
appears to depress the wages of low-skill U.S.-born
and lawful immigrant workers by 10 percent, or
$2,300, per year. Unlawful immigration also probably drives many of our most vulnerable U.S.-born
workers out of the labor force entirely. Unlawful
immigration thus makes it harder for the least
advantaged U.S. citizens to share in the American
dream. This is wrong; public policy should support
the interests of those who have a right to be here, not
those who have broken our laws.
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Introduction

E

ach year, families and individuals pay taxes to
the government and receive back a wide variety of services and benefits. A fiscal deficit occurs
when the benefits and services received by one group
exceed the taxes paid. When such a deficit occurs,
other groups must pay for the services and benefits
of the group in deficit. Each year, therefore, government is involved in a large-scale economic transfer
of resources between different social groups.
Fiscal distribution analysis measures the distribution of total government benefits and taxes in
society. It provides an assessment of the magnitude
of government transfers between groups.
This paper provides a fiscal distribution analysis
of households headed by unlawful immigrants: individuals who reside in the U.S. in violation of federal
law. The paper measures the total government benefits and services received by unlawful immigrant
households and the total taxes paid. The difference
between benefits received and taxes paid represents the total resources transferred by government
on behalf of unlawful immigrants from the rest of
society.

Identifying the Unlawful
Immigrant Population

The U.S. Department of Homeland Security
(DHS) estimates that there were 11.5 million undocumented, or unlawful, foreign-born persons in the
U.S. in January 2011.1 These estimates are based on

the fact that the number of foreign-born persons
appearing in U.S. Census surveys is considerably
greater than the actual number of foreign-born persons who are permitted to reside lawfully in the U.S.
according to immigration records.
For example, in January 2011, some 31.95 million
foreign-born persons (who arrived in the country
after 1980) appeared in the annual Census survey,
but the corresponding number of lawful foreignborn residents in that year (according to government administrative records) was only 21.6 million.2
DHS estimates that the difference—some 10.35 million foreign-born persons appearing in the Census
American Community Survey (ACS)—was comprised of unauthorized or unlawful residents. DHS
further estimates that an additional 1.15 million
unlawful immigrants resided in the U.S. but did not
appear in the Census survey, for a total of 11.5 million unlawful residents.3
DHS employs a “residual” method to determine the
characteristics of the unlawful immigrant population.
First, immigration records are used to determine the
gender, age, country of origin, and time of entry of
all foreign-born lawful residents. Foreign-born persons with these characteristics are subtracted from
the total foreign-born population in Census records;
the leftover, or “residual,” foreign-born population is
assumed to be unlawful. This procedure enables DHS
to estimate the age, gender, country of origin, date of
entry, and current U.S. state of residence of the unlawful immigrant population in the U.S.
1
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of the unlawful immigrant population produced by
the Pew Hispanic Center, the Center for Immigration
Studies, and the Migration Policy Institute. Selection
procedures included the following:

TaBLE 1

Characteristics of the Unlawful
Immigrant Population, 2010
Number of Persons
Total
Appearing in Census Records
Not in Census

11.5 million
10.34 million
1.15 million

Year of Arrival
2000–2011
1990–1999
Pre–1990

45%
38%
18%
Age

Under 18
18 to 24
25 to 34
35 to 44
45 and older

11%
13%
35%
29%
12%
Sex

Male
Female

77%
60%
11%
7%
2%
3%

Additional information on the procedures used
to identify unlawful immigrants in the CPS is provided in Appendix B. It should also be noted that the
Heritage Foundation analysis matched the DHS figures as closely as possible.5
The characteristics of the unlawful immigrant
population estimated for the present analysis are
shown in text Table 1. In 2010, there were 11.5 million unlawful immigrants in the U.S. Some 10.34
million of these appeared in the annual Current
Population Survey and were identified by the residual method described above. Following the DHS
estimate, an additional 1.15 million unlawful immigrants were assumed to reside in the U.S. but not to
appear in Census surveys.
As Table 1 shows, 84 percent of unlawful immigrants came from Mexico, the Caribbean, and
Central or South America; 11 percent came from
Asia; and 5 percent came from the rest of the world.
Unlawful immigrants were almost equally split by
gender: 54 percent were males, and 46 percent were
females.

heritage.org

The current Heritage Foundation study uses
the DHS reports on the characteristics of unlawful
immigrants to identify in the Current Population
Survey (CPS) of the U.S. Census a population of
foreign-born persons who have a very high probability of being unlawful immigrants.4 (The Current
Population Survey is used in place of the similar
American Community Survey because it has more
detailed income and benefit information.)
The procedures used to identify unlawful immigrants in the CPS are similar to those used in studies
2

3. Since it is unlawful for unlawful immigrants
to receive government benefits such as Social
Security, Medicare, Medicaid, and public housing,
individuals reporting personal receipt of such
benefits were assumed to be lawfully resident.
4. Principles of consistency were applied within
families; for example, children of lawful residents
were assumed to be lawful.

Sources: Heritage Foundation calculations using data from
the U.S. Census Bureau, 2010 Current Population Survey.
Calculations were designed to match figures from the U.S.
Department of Homeland Security. See Appendix Table 1 for
more information.
SR 133

2. Foreign-born persons who were current or former members of the armed forces of the U.S.
or current employees of federal, state, and
local governments were assumed to be lawful
residents.

54%
46%
Region of Origin

North and Central America
Mexico
Asia
South America
Europe
Other

1. The unlawful immigrant population identified
in the CPS matched as closely as possible the age,
gender, country of origin, year of arrival, and
state of residence of the unlawful immigrant population identified by DHS.
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TaBLE 2

Demographic Characteristics of U.S. Households, 2010
HOUSEHOLDS HEADED BY:

Unlawful Immigrant

Lawful Immigrant

Non-Immigrant

3,444,955
12,708,875
5,417,751
3.7
2.1
1.6
1.6
$38,988
$24,791
$40,993
34
0.6%
1.1%
59.7%
42.3%
35.1%

12,601,544
39,089,280
18,082,129
3.1
2.3
0.8
1.4
$59,071
$41,167
$68,931
49
19.4%
11.1%
65.9%
26.3%
18.8%

102,702,224
253,161,268
127,598,880
2.5
1.9
0.6
1.2
$53,937
$43,413
$68,095
50
22.3%
13.7%
65.7%
23.4%
13.6%

Number of households
Number of persons in household
Number of earners in households
Persons per household
Adults per household
Children per household
Earners per household
Earnings per household
Earnings per worker
Average household total income
Median age of householder
Percent of households headed by persons 65 and older
Percent of persons in household who were 65 or older
Percent of persons in household who were 16 to 64
Percent of persons in household who were under age 18
Percent of persons in household who are poor

Note: The figures for unlawful immigrant households exclude 1.1 million adult U.S. citizens and adult lawful immigrants who resided in the household.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey.
SR 133

Characteristics of Unlawful Immigrants
and Unlawful Immigrant Households

Any analysis of the fiscal costs of unlawful immigration must deal with the fact that a great many
unlawful immigrants are parents of U.S.-born children. For example, the Pew Hispanic Center estimates that in 2010, there were 5.5 million children
residing in the U.S. who have unlawful immigrant
parents. Among these children, some 1 million were
born abroad and were brought into the U.S. unlawfully; the remaining 4.5 million were born in the U.S.
and are treated under law as U.S. citizens. Overall,
some 8 percent of the children born in the U.S. each
year have unlawful immigrant parents.6
The presence of these 4 million native-born children with unlawful immigrant parents is a direct
result of unlawful immigration. These children
would not reside in the U.S. if their parents had not
chosen to enter and remain in the nation unlawfully.
Obviously, any analysis of the fiscal cost of unlawful
immigration must therefore include the costs associated with these children, because those costs are
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a direct and inevitable result of the unlawful immigration of the parents. The costs would not exist in
the absence of unlawful immigration.
To address that issue, the present study analyzes
the fiscal costs of all households headed by unlawful immigrants. (Throughout this study, the terms
“households headed by an unlawful immigrant”
and “unlawful immigrant households” are used
synonymously.)
In 2010, 3.44 million such households appeared
in the CPS. These households contained 12.7 million
persons including 7.4 million adults and 5.3 million
children. Among the children, some 930,000 were
unlawful immigrants, and 4.4 million were nativeborn or lawful immigrants.7
Table 2 shows the characteristics of unlawful
immigrant households in comparison to non-immigrant and lawful immigrant households. Unlawful
immigrant households are larger than other households, with an average of 3.7 persons per household compared to 2.5 persons in non-immigrant
households.8
3
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TaBLE 3

Household Diﬀerences in Education Level, 2010
HOUSEHOLDS HEADED BY:

Unlawful Immigrant

Lawful Immigrant

Non-Immigrant

50.7%
26.6%
12.8%
9.9%
100.0%

19.9%
23.6%
20.1%
36.4%
100.0%

9.6%
29.8%
29.9%
30.7%
100.0%

Persons without a high school degree
Persons with only a high school degree
Persons with some college
Persons with a college degree or more
Total

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010
Current Population Survey.

Unlawful immigrant households have more wage
earners per household: 1.6 compared to 1.2 among
non-immigrant households. However, the average earnings per worker are dramatically lower in
unlawful immigrant households: $24,791 per worker
compared to $43,413 in non-immigrant households.
Contrary to conventional wisdom, non-elderly adult
unlawful immigrants are not more likely to work
than are similar non-immigrants.
The heads of unlawful immigrant households
are younger, with a median age of 34 compared to
50 among non-immigrant householders. Partly
because they are younger, unlawful immigrant
households have more children, with an average of
1.6 children per household compared to 0.6 among
non-immigrant households. The higher number of
children tends to raise governmental costs among
unlawful immigrant households. (Both lawful and
unlawful children in unlawful immigrant households are eligible for public education, and the large
number of children who were born in the U.S. are
also eligible for means-tested welfare benefits such
as food stamps, Medicaid, and Children’s Health
Insurance Program benefits.)
By contrast, there are very few elderly persons in
unlawful immigrant households. Only 1.1 percent of
persons in those households are over 65 years of age
compared to 13.7 percent of persons in non-immigrant
households. The absence of elderly persons in unlawful immigrant households significantly reduces current government costs; however, if unlawful immigrants remain in the U.S. permanently, the number
who are elderly will obviously increase significantly.
Unlawful immigrant households are far more
likely to be poor. Over one-third of unlawful
4
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immigrant households have incomes below the federal poverty level compared to 18.8 percent of lawful immigrant households and 13.6 percent of nonimmigrant households.

Education Level of Unlawful
Immigrant Households

The low wage level of unlawful immigrant workers is a direct result of their low education levels. As
Table 3 shows, half of unlawful immigrant households are headed by persons without a high school
degree; more than 75 percent are headed by individuals with a high school degree or less. Only 10
percent of unlawful immigrant households are
headed by college graduates. By contrast, among
non-immigrant households, 9.6 percent are headed
by persons without a high school degree, around 40
percent are headed by persons with a high school
degree or less, and nearly one-third are headed by
college graduates.
The current unlawful immigrant population thus
contains a disproportionate share of poorly educated individuals. These individuals will tend to have
low wages and pay comparatively little in taxes.
There is a common misconception that the low
education levels of recent immigrants are part of
a permanent historical pattern and that the U.S.
has always admitted immigrants who were poorly educated relative to the native-born population.
Historically, this has not been the case. For example, in 1960, recent immigrants were no more likely
than non-immigrants to lack a high school degree.
By 1998, recent immigrants were almost four times
more likely to lack a high school degree than were
non-immigrants.9

SPECIAL REPORT | NO. 133
May 6, 2013

CHART 1

Households by Education Level of Head of Household
Unlawful Immigrant Households
50%

Lawful Immigrant Households

Non-Immigrant Households

51%

40%

36%

30%

30%

27%

0%

31%

24%

20%
10%

30%

20%
13%

20%

10%

No High High
Some College
School School College Graduate
Diploma Graduate

10%
No High High
Some College
School School College Graduate
Diploma Graduate

Note: Figures have been rounded.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau,
2010 Current Population Survey. See Appendix tables for more information.

As the relative education level of immigrants fell
in recent decades, so did their relative wage levels. In
1960, the average immigrant male in the U.S. actually earned more than the average non-immigrant
male. As the relative education levels of subsequent
waves of immigrants fell, so did relative wages. By
1998, the average immigrant earned 23 percent less
than the average non-immigrant earned.10

Aggregate Cost of
Government Benefits and Services

Any analysis of the distribution of benefits and
taxes within the U.S. population must begin with
an accurate count of the cost of all benefits and services provided by the government. The size and cost
of government is far larger than many people imagine. In fiscal year (FY) 2010, the expenditures of the
federal government were $3.46 trillion. In the same
year, expenditures of state and local governments
were $1.94 trillion. The combined value of federal,
state, and local expenditures in FY 2010 was $5.4
trillion.11
This sum is so large that it is difficult to comprehend. One way to grasp the size of government more
readily is to calculate average expenditures per

No High High
Some College
School School College Graduate
Diploma Graduate
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household. In 2010, there were 120.2 million households in the U.S.12 (This figure includes both multiperson families and single persons living alone.)
The average cost of government spending thus
amounted to $44,932 per household across the U.S.
population.13
The $5.4 trillion in government expenditure is
not free; it must be paid for by taxing or borrowing
economic resources from Americans or by borrowing from abroad. In FY 2010, federal taxes amounted to $2.12 trillion. State and local taxes and related
revenues amounted to $1.98 trillion.14 Together, federal, state, and local taxes amounted to $4.11 trillion.
Taxes and related revenues came to 75 percent of
the $5.4 trillion in expenditures. The gap between
taxes and spending was financed by government
borrowing.

Types of Government Expenditure

After the full cost of government benefits and
services has been determined, the next step in analyzing the distribution of benefits and taxes is to
determine the beneficiaries of specific government
programs. Some programs, such as Social Security,
neatly parcel out benefits to specific individuals.
5
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With programs such as these, it is relatively easy to
determine the identity of the beneficiary and the
cost of the benefit provided. On the other hand, other
government functions such as highway construction do not neatly parcel out benefits to individuals.
Determining the proper allocation of the benefits of
that type of program is more complex.
To determine the distribution of government
benefits and services, this study begins by dividing
government expenditures into six categories: direct
benefits, means-tested benefits, educational services, population-based services, interest and other
financial obligations resulting from prior government activity, and pure public goods.
Direct Benefits. Direct benefit programs
involve either cash transfers or the purchase of specific services for an individual. Unlike means-tested
programs, direct benefit programs are not limited to
low-income persons. By far the largest direct benefit
programs are Social Security and Medicare. Other
substantial direct benefit programs are unemployment insurance and workers’ compensation.
Direct benefit programs involve a fairly transparent transfer of economic resources. The benefits are
parceled out discretely to individuals in the population; both the recipient and the cost of the benefit
are relatively easy to determine. In the case of Social
Security, the cost of the benefit would equal the
value of the Social Security check plus the administrative costs involved in delivering the benefit.
Calculating the cost of Medicare services is more
complex. Ordinarily, government does not seek to
compute the particular medical services received by
an individual. Instead, government counts the cost
of Medicare for an individual as equal to the average
per capita cost of Medicare services. (This number
equals the total cost of Medicare services divided
by the total number of recipients.15) Overall, government spent $1.33 trillion on direct benefits in FY
2010.
Means-Tested Benefits. Means-tested programs are typically termed welfare programs.
Unlike direct benefits, means-tested programs are
available only to households that fall below specific
income thresholds. Means-tested welfare programs
provide cash, food, housing, medical care, and social
services to poor and low-income persons.
The federal government operates over 80 meanstested aid programs.16 The largest are Medicaid; the
Earned Income Tax Credit (EITC); food stamps;
6

Supplemental Security Income (SSI); Section 8
housing; public housing; Temporary Assistance for
Needy Families (TANF); school lunch and breakfast
programs; the WIC (Women, Infants, and Children)
nutrition program; and the Social Services Block
Grant (SSBG). Many means-tested programs, such
as SSI and the EITC, provide cash to recipients.
Others, such as public housing or SSBG, pay for services that are provided to recipients.
The value of Medicaid benefits is usually counted
much as the value of Medicare benefits is counted.
Government does not attempt to itemize the specific
medical services given to an individual; instead, it
computes an average per capita cost of services to
individuals in different beneficiary categories such
as children, elderly persons, and disabled adults.
(The average per capita cost for a particular group
is determined by dividing the total expenditures
on the group by the total number of beneficiaries in
the group.) Overall, the U.S. spent $835 billion on
means-tested aid in FY 2010.17
Public Education. Government provides primary, secondary, post-secondary, and vocational education to individuals. In most cases, the government
pays directly for the cost of educational services provided. In other cases, such as the Pell Grant program,
the government in effect provides money to an eligible
individual who then spends it on educational services.
Education is the single largest component of state
and local government spending, absorbing roughly a
third of all state and local expenditures. The average
cost of public primary and secondary education per
pupil is now around $12,300 per year. Overall, federal, state, and local governments spent $758 billion
on education in FY 2010.
Population-Based Services. Whereas direct
benefits, means-tested benefits, and education services provide discrete benefits and services to particular individuals, population-based programs generally provide services to a whole group or community.
Population-based expenditures include police and
fire protection, courts, parks, sanitation, and food
safety and health inspections. Another important
population-based expenditure is transportation,
especially roads and highways.
A key feature of population-based expenditures is
that such programs generally need to expand as the
population of a community expands. (This quality
separates them from pure public goods.) For example, as the population of a community increases, the
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number of police and firefighters will generally need
to expand proportionally.
In The New Americans, a study of the fiscal costs
of immigration published by the National Academy
of Sciences, the National Research Council (NRC)
argued that if service remains fixed while the population increases, a program will become “congested,”
and the quality of service for users will deteriorate.
Thus, the NRC uses the term “congestible goods” to
describe population-based services.18 Highways are
an obvious example. In general, the cost of population-based services can be allocated according to an
individual’s estimated utilization of the service or at
a flat per capita cost across the relevant population.
A subcategory of population-based services is
government administrative support functions such
as tax collections and legislative activities. Few
taxpayers view tax collection as a government benefit; therefore, assigning the cost of this “benefit”
appears to be problematic.
The solution to this dilemma is to conceptualize
government activities into two categories: primary
functions and secondary functions.
■■

■■

Primary functions provide benefits directly to the
public; they include direct and means-tested benefits, education, ordinary population-based services such as police and parks, and public goods.
By contrast, secondary or support functions do
not provide direct benefits to the public but do
provide necessary support services that enable
the government to perform primary functions.
For example, no one can receive food stamp benefits unless the government first collects taxes
to fund the program. Secondary functions can
thus be considered an inherent part of the “cost
of production” of primary functions, and the benefits of secondary support functions can be allocated among the population in proportion to the
allocation of benefits from government primary
functions.

Government spent $871 billion on populationbased services in FY 2010. Of this amount, some
$769.6 billion went for ordinary services such as
police and parks, and $101.4 billion went for administrative support functions.
Interest and Other Financial Obligations
Relating to Past Government Activities. Often,

tax revenues are insufficient to pay for the full cost of
government benefits and services. In that case, government will borrow money and accumulate debt. In
subsequent years, interest payments must be paid to
those who lent the government money. Interest payments for the government debt are in fact partial
payments for past government benefits and services
that were not fully paid for at the time of delivery.
Similarly, government employees deliver services
to the public. Part of the cost of the service is paid
for immediately through the employee’s salary, but
government employees are also compensated by
future retirement benefits. To a considerable degree,
expenditures of public-sector retirement are therefore present payments in compensation for services delivered in the past. The expenditure category
“interest and other financial obligations relating to
past government activities” thus includes interest
and principal payments on government debt and
outlays for government employee retirement. Total
government spending on these items equaled $533.3
billion in FY 2010.19
While direct benefits, means-tested benefits,
public education, and population-based services
will grow as more immigrants take up residence
in the United States, this is not the case for interest payments on the debt and related costs. These
costs were fixed by past government spending and
borrowing and are largely unaffected, at least in the
intermediate term, by immigrants’ entry into the
United States. While an increased inflow of immigrants will lead to an increase in most forms of government spending, it will not cause an increase in
interest payments on government debt in the short
term.
To assess the fiscal impact of unlawful immigrants, therefore, the present report follows the procedures used by the National Research Council in
The New Americans: That is, it ignores the costs of
interest on the debt and similar financial obligations
when calculating the net tax burden imposed by lawful and unlawful immigrant households.20
On the other hand, while unlawful immigrant
households do not increase government debt immediately, such households will, on average, increase
government debt significantly over the long term.
For example, if an unlawful immigrant household generated a net fiscal deficit (benefits received
minus taxes paid) of $20,000 per year and roughly
20 percent of that amount was financed each year by
7
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Aggregate Government Expenditures and Revenues: FY 2010
Government Expenditures
Federal Expenditures
(millions of dollars)
Direct benefits

State and Local
Expenditures
(millions of dollars)

Total Expenditures
(millions of dollars)

Average
Expenditure per
Household (dollars)

1,185,313

147,875

1,333,188

$11,088

661,990

172,908

834,898

$6,944

93,284

664,755

758,039

$6,304

Population-based services

249,187

622,368

871,554

$7,249

Interest and other spending due to
past government services

224,403

308,943

533,347

$4,436

Pure public goods expenditures

1,049,394

22,193

1,071,586

$8,912

Total expenditures

3,463,571

1,939,041

5,402,612

$44,932

Total expenditures less public good
expenditures and expenditures for
past services

2,189,774

1,607,905

3,797,679

$31,584

Means-tested benefits
Education benefits

Government Revenues

Taxes and fees

Federal Revenues
(millions of dollars)

State and Local
Revenues (millions
of dollars)

Total Revenues
(millions of dollars)

Average Revenues
per Household
(dollars)

2,122,445

1,536,017

3,658,462

$30,427

448,555

448,555

1,984,572

4,107,017

Earnings on government assets
(government employee retirement
funds, and related income)
Total government revenues

2,122,445

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current
Population Survey. See Appendix Tables 1 and 2 for more information.

government borrowing, then the immigrant household would be responsible for adding roughly $4,000
to government debt each year. After 50 years, the
family’s contribution to growth in government debt
would be around $200,000. While these potential
costs are significant, they are outside the scope of
the current paper and are not included in the calculations presented here.
Pure Public Goods. Economic theory distinguishes between “private consumption goods” and
pure public goods. Economist Paul Samuelson is
credited with first making this distinction. In his
seminal 1954 paper “The Pure Theory of Public
Expenditure,”21 Samuelson defined a pure public
8
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good (or what he called a “collective consumption
good”) as a good “which all enjoy in common in the
sense that each individual’s consumption of such a
good leads to no subtractions from any other individual’s consumption of that good.” By contrast, a
“private consumption good” is a good that “can be
parceled out among different individuals.” Its use
by one person precludes or diminishes its use by
another.
A classic example of a pure public good is a lighthouse: The fact that one ship perceives the warning beacon does not diminish the usefulness of the
lighthouse to other ships. Another clear example of
a governmental pure public good would be a future
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cure for cancer produced by government-funded
research: The fact that non-taxpayers would benefit
from this discovery would neither diminish its benefit nor add extra costs to taxpayers. By contrast, an
obvious example of a private consumption good is
a hamburger: When one person eats it, it cannot be
eaten by others.
Direct benefits, means-tested benefits, and education services are private consumption goods in
the sense that the use of a benefit or service by one
person precludes or limits the use of that same benefit by another. (Two people cannot cash the same
Social Security check.) Population-based services
such as parks and highways are often mentioned as
“public goods,” but they are not pure public goods in
the strict sense described above. In most cases, as
the number of persons using a population-based service (such as highways and parks) increases, the service must either expand (at added cost to taxpayers)
or become “congested,” in which case its quality will
be reduced. Consequently, use of population-based
services such as police and fire departments by nontaxpayers does impose significant extra costs on
taxpayers.
Government pure public goods are rare; they
include scientific research, defense, spending on veterans, international affairs, and some environmental protection activities such as the preservation of
endangered species. Each of these functions generally meets the criterion that the benefits received
by non-taxpayers do not result in a loss of utility for
taxpayers. Government pure public good expenditures on these functions equaled $978 billion in FY
2010. Interest payments on government debt and
related costs resulting from public good spending in
previous years add an estimated additional cost of
$93.5 billion, bringing the total public goods cost in
FY 2010 to $1,071.5 billion.
An immigrant’s entry into the country neither increases the size and cost of public goods nor
decreases the utility of those goods to taxpayers.
In contrast to direct benefits, means-tested benefits, public education, and population-based services, the fact that unlawful and low-skill immigrant
households may benefit from public goods that they
do not pay for does not add to the net tax burden on
other taxpayers.
This report therefore follows the same methods
employed by the National Research Council in The
New Americans and excludes public goods from the

count of benefits received by unlawful immigrant
households.22 (For a further discussion of pure public goods, see Appendix G.)
Summary: Total Expenditures. As Table 4
shows, overall government spending in FY 2010
came to $5.40 trillion. Direct benefits had an average cost of $11,088 per household across the whole
population, while means-tested benefits had an
average cost of $6,944 per household. Education
benefits and population-based services cost $6,304
and $7,249 per household, respectively. Interest payments on government debt and other costs relating
to past government activities cost $4,436 per household. Pure public good expenditures comprised 20
percent of all government spending and had an average cost of $8,912 per household.
Excluding spending on public goods, interest
on the debt, and related financial obligations, total
spending came to $31,584 per household across the
entire population.

Taxes and Revenues

Total taxes and revenues for federal, state, and
local governments amounted to $4.107 trillion in
FY 2010. The federal government received $2.12 trillion in revenue, while state and local governments
received $1.98 trillion.
A detailed breakdown of federal, state, and local
taxes is provided in Appendix Tables 6 and 7. The biggest revenue generator was the federal income tax,
which cost taxpayers $899 billion in 2010, followed
by Federal Insurance Contribution Act (FICA) taxes,
which raised $812 billion. Property tax was the biggest revenue producer at the state and local levels,
generating $442 billion, while general sales taxes
gathered $285 billion.
Over 90 percent of the revenues shown in
Appendix Tables 6 and 7 are conventional taxes and
revenues; the remaining 9 percent ($449 billion) are
earnings from government assets, primarily assets
held in state and local government employee pension funds. About one-quarter of these revenues
were used to fund current retirement benefits; the
rest were accumulated for future use.
Unlike general taxes, these earnings are not mandatory transfers from the population to the government, but rather represent an economic return on
assets the government owns or controls. Because
they do not represent payments made by households
to the government, these earnings are not included
9
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Government Beneﬁts Received and Taxes Paid: All U.S. Households, 2010
ALL FIGURES ARE DOLLARS PER HOUSEHOLD

Households
Headed by
Persons Without
a High School
Degree

Households
Headed by
Persons With
a High School
Degree

Households
Headed by
Individuals With
Some College

Households
Headed by
Persons With a
College Degree or
More

All Households

$8,713
$5,730
$2,227
$8,169
$24,839

$11,088
$6,304
$6,944
$7,248
$31,584

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total beneﬁts and services

$13,837
$6,999
$18,336
$7,410
$46,582

$13,301
$5,847
$8,070
$6,941
$34,159

$10,201
$7,099
$6,009
$6,499
$29,808

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$5,914
$5,554
$11,469

$10,837
$8,507
$19,344

$14,667
$9,455
$24,122

$31,533
$22,556
$54,089

$17,652
$12,775
$30,426

–$35,113

–$14,815

–$5,686

$29,250

–$1,158

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau,
2010 Current Population Survey. See Appendix Tables for more information.

in the fiscal balance analysis presented in the body
of this paper. If they were included, they would alter
the fiscal balance of current government retirees;
therefore, they are irrelevant to the main topic of this
paper: the fiscal balance of unlawful immigrants.

Summary of Estimation Methodology

The accounting framework used in the present
analysis is the same framework employed by the
National Research Council of the National Academy
of Sciences in The New Americans.23 Following that
framework, the present study:
1. Excludes public goods costs such as defense and
interest payments on government debt;
2. Treats population-based or congestible services
as fully private goods and assigns the cost of those
services to immigrant households based either on
estimated use or on the immigrant share of the
population;24
10
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3. Includes the welfare and educational costs of
immigrant and non-immigrant minor children
and assigns those costs to the child’s household;
4. Assigns the welfare and educational costs of
minor U.S.-born children of immigrant parents
in the immigrant household; and
5. Assigns the cost of means-tested and direct benefits according to the self-reported use of those
benefits in the CPS.
Clearly, any study that does not follow this
framework may reach very different conclusions.
For example, any study that excludes the welfare
benefits and educational services received by the
minor U.S.-born children of unlawful immigrant
parents from the costs assigned to unlawful immigrant households will reach very different conclusions about the fiscal consequences of unlawful
immigration.
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CHART 2

Government Benefits Received and Taxes Paid: All U.S. Households, 2010
BY EDUCATION OF HEAD OF HOUSEHOLD

No High School
Diploma

High School
Graduate

Some College

College Graduate
$54,089

$46,582

Deficit:
$35,113

$34,159

Deficit:
$5,686
Deficit:
$14,815

Surplus:
$29,250

$29,808
$24,122

$24,839

Taxes
Paid

Benefits
Received

$19,344
$11,469
Benefits
Received

Taxes
Paid

Benefits
Received

Taxes
Paid

Benefits
Received

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau,
2010 Current Population Survey, and U.S. Bureau of Labor Statistics, 2010 Consumer
Expenditure Survey. Summaries of data sets are provided in the Appendix.

An important principle in the analysis is that
receipt of means-tested benefits and direct benefits
was not imputed or assigned to households arbitrarily. Rather, the cost of benefits received was based
on the household’s self-report of benefits in the U.S.
Census Bureau’s Current Population Survey.25 For
example, the cost of the food stamp benefits received
is based on the food stamp benefits data provided
by the household. If the household stated it did not
receive food stamps, then the value of food stamps
within the household would be zero.
Data on attendance in public primary and secondary schools were also taken from the CPS; students attending public school were then assigned
educational costs equal to the average per-pupil
expenditures in their state. Public post-secondary
education costs were calculated in a similar manner.
Wherever possible, the cost of population-based
services was based on the estimated utilization of
the service by unlawful immigrant households. For
example, each household’s share of public transportation expenditures was assumed to be proportional
to its share of spending on public transportation as
reported in the Bureau of Labor Statistics Consumer
Expenditure Survey (CEX). When data on utilization
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of a service were not available, the household’s share
of population-based services was assumed to equal
its share of the total U.S. population.
Federal and state income taxes were calculated
based on data from the CPS. FICA taxes were also
calculated from CPS data; both the employer and
employee share of FICA taxes were assumed to fall
on workers. Corporate income taxes were assumed
to be borne partly by workers and partly by owners; the distribution of these taxes was estimated
according to the distribution of earnings and property income in the CPS.
Sales, excise, and property tax payments were
based on consumption data from the Consumer
Expenditure Survey.26 For example, if the CEX
showed that households headed by persons without
a high school degree accounted for 10 percent of all
sales of tobacco products in the U.S., those households were assumed to pay 10 percent of all tobacco
excise taxes.
Certain specific adjustments were made for
unlawful immigrant households. Since 45 percent
of unlawful immigrants are believed to work “off
the books,” the federal and state income tax and
FICA tax payments that Census imputes for each
11

THE FISCAL COST OF UNLAWFUL IMMIGRANTS
AND AMNESTY TO THE U.S. TAXPAYER

TaBLE 6

Government Beneﬁts Received and Taxes Paid per Household, 2010 (Page 1 of 2)
NON-IMMIGRANT HOUSEHOLDS
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD

Households
Headed by
Persons Without
a High School
Degree

Households
Headed by
Persons With
a High School
Degree

Households
Headed by
Individuals With
Some College

Households
Headed by
Persons With a
College Degree or
More

All Households

Number of households
Percentage of households

10,083,618
9.7%

31,099,306
29.9%

30,986,396
29.8%

31,857,640
30.6%

104,026,960
100.0%

$9,004
$5,463
$1,891
$8,333
$24,691

$11,617
$5,802
$6,685
$7,121
$31,226

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$16,461
$4,930
$19,150
$6,408
$46,949

$13,884
$5,341
$8,147
$6,740
$34,112

$10,454
$6,897
$6,091
$6,490
$29,931

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$5,387
$5,509
$10,896

$10,944
$8,525
$19,469

$14,762
$9,447
$24,209

$31,878
$23,068
$54,945

$17,954
$12,961
$30,916

–$36,053

–$14,642

–$5,722

$30,255

–$310

LAWFUL IMMIGRANT HOUSEHOLDS
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD

Households
Headed by
Persons Without
a High School
Degree

Households
Headed by
Persons With
a High School
Degree

Households
Headed by
Individuals With
Some College

Households
Headed by
Persons With a
College Degree or
More

All Households
With Lawful
Immigrant Heads

Number of households
Percentage of households

2,558,106
20.0%

3,015,088
23.6%

2,561,737
20.1%

4,631,877
36.3%

12,766,808
100.0%

$7,204
$7,213
$3,549
$9,017
$26,982

$9,398
$8,424
$9,040
$8,361
$35,223

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$12,212
$9,786
$19,762
$8,439
$50,200

$10,639
$8,748
$10,093
$8,030
$37,511

$9,094
$8,873
$7,022
$7,487
$32,476

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$7,207
$6,000
$13,207

$10,897
$8,287
$19,184

$15,416
$9,572
$24,988

$30,897
$20,614
$51,511

$18,320
$12,559
$30,879

–$36,993

–$18,327

–$7,489

$24,529

–$4,344
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TaBLE 6

Government Beneﬁts Received and Taxes Paid per Household, 2010 (Page 2 of 2)
UNLAWFUL IMMIGRANT HOUSEHOLDS
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD

Households
Headed by
Persons Without
a High School
Degree

Households
Headed by
Persons With
a High School
Degree

Households
Headed by
Individuals With
Some College

Households
Headed by
Persons With a
College Degree or
More

All Households
With Unlawful
Immigrant Heads

Number of households
Percentage of households

1,746,857
51%

916,231
27%

440,179
13%

341,688
10%

3,444,955
100%

$19
$9,508
$815
$4,783
$15,125

$44
$13,627
$4,497
$6,553
$24,721

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$45
$15,514
$6,235
$7,554
$29,348

$50
$13,067
$3,755
$6,033
$22,905

$47
$10,501
$2,006
$5,039
$17,593

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$4,284
$4,579
$8,863

$4,694
$4,418
$9,111

$6,160
$4,869
$11,029

$10,339
$9,901
$20,240

$5,233
$5,101
$10,334

–$20,485

–$13,794

–$6,564

$5,115

–$14,387

Note: The count of households includes households in the Current Population Survey and a small number of persons residing in nursing homes.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey. See Appendix tables for
more information.
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household were reduced by 45 percent among
unlawful immigrant households. The values of the
Earned Income Tax Credit and Additional Child Tax
Credit that Census imputes based on family income
were reduced to zero for unlawful immigrant families since they are not eligible for those benefits.
Immigrant children enrolled in government medical
programs were assumed to have half the actual cost
of non-immigrant children.27 And unlawful immigrant families were assumed to use parks, highways,
and libraries less than lawful households with the
same income.
Finally, about 9 percent of the persons in unlawful immigrant households are adult lawful immigrants or U.S. citizens. The benefits received and
taxes paid by these individuals have been excluded
from the analysis. The overall methodology of the
study is described in detail in the Appendices.
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Distribution of Government Benefits
and Taxes in the U.S. Population

Table 5 shows government benefits received and
taxes paid by the average household in the whole
U.S. population. In FY 2010, the average household
received a total of $31,584 in government direct benefits, means-tested benefits, education, and population-based services. The household paid $30,426
in federal, state, and local taxes. Since the benefits
received exceeded taxes paid, the average household
had a fiscal deficit of $1,158 that had to be financed by
government borrowing.
If earnings in government employee retirement
funds were included in the analysis, this small
average household deficit would be largely erased.
Nonetheless, these figures show that the taxes paid
by U.S. households overall barely cover the cost
of immediate services received (direct benefits,
means-tested aid, education, and population-based
13
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CHART 3

Government Expenditures for
Benefits and Services for Unlawful
Immigrant Households
AVERAGE EXPENDITURE PER HOUSEHOLD

$1,277
$44
$662
$958

Total: $24,721

Other Population-Based
Direct Benefits
Transportation
Administrative Support

$3,656

Police, Fire, and Public
Safety

$4,497

Means-Tested Welfare

$13,627

Education

Source: Heritage Foundation calculations based on data from the
U.S. Census Bureau, 2010 Current Population Survey, and U.S.
Bureau of Labor Statistics, 2010 Consumer Expenditure Survey.
Summaries of data sets are provided in the Appendices.
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services).28 Public goods such as defense and interest on government debt are funded by government
borrowing.
However, these average household figures mask
great differences between different types of households. Individual households have different fiscal
balances. Many households are net tax contributors:
The taxes they pay exceed the direct and meanstested benefits, education, and population-based
14

services they receive. These households generate a
“fiscal surplus” that government uses to finance benefits and services for other households. By contrast,
other households are net tax consumers: The government benefits and services received by these households exceed taxes paid. These households generate
a “fiscal deficit” that must be financed by taxes from
other households or by government borrowing.
Table 5 shows that a critical factor in determining the fiscal balance of a household is the education
of the head of household. Individuals with higher
education levels earn more, pay more in taxes, and
receive fewer government benefits. Less-educated
individuals tend to receive more in government benefits and pay less in taxes.
Chart 2 shows the average fiscal balance for all
U.S. households based on the education level of the
head of household. At one extreme are households
with college-educated heads; on average, these
households receive $24,839 in government benefits
while paying $54,089 in taxes. The average collegeeducated household thus generates a fiscal surplus of
$29,250 that government uses to finance benefits for
other households.
At the other extreme are households headed by
persons without a high school degree. On average,
these households receive $46,582 in government
benefits (direct, means-tested, education, and population-based services) while paying only $11,469 in
taxes. This generates an average fiscal deficit (benefits received minus taxes paid) of $35,113.
The large average fiscal deficit of less-educated households has a bearing on the immigration
debate because immigrant families (both lawful
and unlawful) have, on average, far lower education
levels than non-immigrants. For example, as Table 3
shows, half of unlawful immigrant household heads
do not have a high school degree, and another 27 percent have only a high school diploma.

Household Fiscal Balances
and Immigration

Table 6 shows the fiscal balance for non-immigrant, lawful immigrant, and unlawful immigrant
households. Unlawful immigrant households have
the largest annual fiscal deficits at $14,387 per household. Lawful immigrant households have an average
annual fiscal deficit of $4,344, and non-immigrant
households have a deficit of $310, meaning that taxes
paid roughly equal benefits received.29
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CHART 4

Taxes Paid by Households
Headed by Persons Without a
High School Diploma
AVERAGE ANNUAL TAXES PER HOUSEHOLD

$201

$510

State Lottery Purchases
Federal Excise Taxes and
Customs Duties
Labor Taxes
Corporate Income Tax
(Federal and State)
State Individual Income Tax

$949

Miscellaneous Taxes

$275
$305
$499

Total: $10,334

$1,279

State and Local Property
Taxes

$1,312

Federal Individual Income
Taxes

$2,047

State and Local Sales and
Consumption Taxes

$2,957

Federal Insurance
Contribution Act
(FICA) Taxes

Source: Heritage Foundations calculations based on data from
the U.S. Census Bureau, 2010 Current Population Survey, and
U.S. Bureau of Labor Statistics, 2010 Consumer Expenditure
Survey. Summaries of data sets are provided in the Appendix.
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Lawful immigrant households have higher fiscal
deficits than non-immigrants for two reasons. The
first is lower education levels; 20 percent of lawful immigrant households are headed by individuals without a high school diploma, compared to 10
percent among non-immigrant households. The
second reason is high levels of welfare use. There
is a popular misconception that immigrants use
little welfare. The opposite is true. In fact, lawful

immigrants receive the highest level of welfare
benefits.
At $9,040, lawful immigrants’ annual welfare
benefits are a third higher than non-immigrants’
benefits. This seems paradoxical because lawful
immigrants are barred from receiving nearly all
means-tested welfare during their first five years in
the U.S. As Table 6 shows, this temporary ban has
virtually no impact on the overall use of welfare
because (a) the ban does not apply to children born
inside the U.S. and (b) receipt of welfare occurs continually throughout a lifetime and therefore is little
affected by a five- or 10-year moratorium on receipt
of aid.
The lack of effectiveness of the five-year ban on
welfare receipt in controlling total welfare costs has
a direct bearing on the debate about amnesty legislation. It is noteworthy that the highest level of welfare
use shown in Table 6 is $19,762 per household per
year among lawful immigrant households headed
by individuals without a high school diploma. This
figure is important because similar levels of welfare
use can be expected among unlawful immigrant
households receiving amnesty.
Another important point is that the level of welfare benefits received by unlawful immigrant households is significant, despite the fact that unlawful
immigrants themselves are ineligible for nearly all
welfare aid. The welfare benefits received by unlawful immigrant households go to U.S.-born children
within these homes. If undocumented adults within
these households are given access to means-tested
welfare programs, per-household benefits will reach
very high levels.

Cost of Government Benefits and
Services Received by Unlawful
Immigrant Households

As noted, in 2010, some 3.44 million unlawful
immigrant households appeared in Census surveys.
Appendix Table 8 shows the estimated costs of government benefits and services received by these
households in 73 separate expenditure categories.
The results are summarized in Chart 3.
Overall, households headed by an unlawful immigrant received an average of $24,721 per household
in direct benefits, means-tested benefits, education,
and population-based services in FY 2010. Education
spending on behalf of these households averaged
$13,627, and means-tested aid (going mainly to the
15

THE FISCAL COST OF UNLAWFUL IMMIGRANTS
AND AMNESTY TO THE U.S. TAXPAYER

CHART 5

CHART 6

Unlawful Immigrant Households:
Earnings, Government Benefits,
and Taxes

Unlawful Immigrant Households:
Average Fiscal Deficit per
Household Equals $14,387

$38,988

$24,721

$14,387

$24,721
$10,344

$10,334
Average
Taxes Paid
Annual
Household
Earnings

Annual
Government
Benefits
Received

Annual
Government
Taxes Paid

Notes: All figures are for 2010. The figures for unlawful
immigrant households exclude 1.1 million adult U.S. citizens and
adult lawful immigrants who resided in the household.
Sources: Heritage Foundation calculations based on data from
the U.S. Census Bureau, 2010 Current Population Survey, and
U.S. Bureau of Labor Statistics, 2010 Consumer Expenditure
Survey. Summaries of data sets are provided in the Appendix.
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U.S.-born children in the family) averaged $4,497.
Spending on police, fire, and public safety came to
$3,656 per household. Transportation added another $662, and administrative support services cost
$958. Direct benefits came to $44. Miscellaneous
population-based services added a final $1,277.
Taxes and Revenues Paid by Unlawful
Immigrant Households. Appendix Table 9 details
the estimated taxes and revenues paid by unlawful
immigrant households in 34 categories. The results
are summarized in Chart 4.
Total federal, state, and local taxes paid by
unlawful immigrant households averaged $10,334
per household in 2010. Federal and state individual income taxes comprised less than a fifth of total
taxes paid. Instead, taxes on consumption and
16

Average
Benefits*
Received

Net Fiscal
Deficit

* Direct benefits, means-tested benefits, education, and
population-based services.
Note: Figures are averages per household.
Source: Heritage Foundation calculations based on data from
the U.S. Census Bureau, 2010 Current Population Survey, and
U.S. Bureau of Labor Statistics, 2010 Consumer Expenditure
Survey. Summaries of data sets are provided in the Appendix.
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employment (FICA) produced nearly half of the tax
revenue for unlawful immigrant households. (The
analysis assumes that workers pay both the employer and employee share of FICA tax.) Property taxes
(shifted to renters) and corporate profit taxes (shifted to workers) also form a significant part of the tax
burden.
It is worth noting that FICA and income taxes
reported in Chart 4 have been reduced because
the analysis assumes that 45 percent of unlawful
immigrant earners work off the books. If all unlawful immigrant workers were employed on the books,
these tax payments would increase significantly.
Balance of Taxes and Benefits. On average,
unlawful immigrant households received $24,721
per household in government benefits and services in
FY 2010. This figure includes direct benefits, meanstested benefits, education, and population-based
services received by the household but excludes the
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CHART 7

Benefits Received and Taxes Paid by Unlawful Immigrant
Households, by Age of Head of Household
$30,000

Taxes Paid
Immediate Benefits
and Services Received
$29,361

$28,345

$27,082
$24,726

$21,123
$20,000

$12,335

$11,112

$13,045
$9,978

$10,000

$11,524

$0

Under 25

25 to 34

35 to 44

45 to 54

55 to 64

AGE OF HEAD OF HOUSEHOLD
Note: Benefits include direct and means-tested benefits, public education, and population-based services. Lawful residents
are included in these figures.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey, and
U.S. Bureau of Labor Statistics, 2010 Consumer Expenditure Survey. Summaries of data sets are provided in the Appendix.
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cost of public goods, interest on the government debt,
and other payments for prior government functions.
By contrast, unlawful immigrant households on
average paid only $10,334 in taxes. Thus, unlawful
immigrant households received $2.40 in benefits
and services for each dollar paid in taxes.
Many politicians believe that households that
maintain steady employment are invariably net tax
contributors, paying more in taxes than they receive
in government benefits. Chart 5 shows why this is
not the case. As Table 2 shows, unlawful immigrant
households have high levels of employment, with 1.6
earners per household and average annual earnings
of around $39,000 for all workers in the household.
But with average government benefits at $24,721,
unlawful immigrant households actually receive
63 cents in government benefits for every dollar of
earnings.
To achieve fiscal balance, with taxes equal to benefits, the average unlawful immigrant household
would have to pay nearly two-thirds of its income in
taxes. Given this simple fact, it is obvious that unlawful immigrant households can never pay enough
taxes to cover the cost of their current government
benefits and services.

heritage.org

Net Annual Fiscal Deficit. The net fiscal deficit of a household equals the cost of benefits and services received minus taxes paid. As Chart 6 shows,
when the costs of direct and means-tested benefits,
education, and population-based services are counted, the average unlawful immigrant household had a
fiscal deficit of $14,387 (government expenditures of
$24,721 minus $10,334 in taxes) in 2010.
For the average unlawful immigrant household
to become fiscally solvent, with taxes paid equaling
immediate benefits received, it would be necessary
to increase the household’s tax payments to 240 percent of current levels. Alternatively, unlawful immigrant households could become solvent only if all
means-tested welfare and nearly all public education benefits were eliminated.
Age Distribution of Benefits and Taxes
Among Unlawful Immigrant Households. Many
political decision makers believe that because
unlawful immigrant workers are comparatively
young, they can help to relieve the fiscal strains of an
aging society. Charts 7 and 8 show why this is not the
case. These charts separate the 3.44 million unlawful immigrant households into five categories based
on the age of the head of household.
17
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CHART 8

Annual Fiscal Deficit per Unlawful Immigrant Household,
by Age of Head of Household
$19,383

$20,000

$15,970
$15,000

$15,299

$12,391
$9,599

$10,000

$5,000

$0

Under 25

25 to 34

35 to 44

45 to 54

55 to 64

AGE OF HEAD OF HOUSEHOLD
Notes: Fiscal deficit equals benefits and services received minus taxes paid. Benefits include direct and meanstested benefits, public education, and population-based services. Lawful residents are included in these figures.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population
Survey, and U.S. Bureau of Labor Statistics, 2010 Consumer Expenditure Survey. Summaries of data sets are
provided in the Appendices.

The benefits levels in Chart 7 again include
direct benefits, means-tested benefits, public education, and population-based services. These benefits
start at $24,726 for households headed by immigrants under 25 years of age and rise to $28,000 to
$29,000 per year as the heads of household reach
their 30s and 40s. The increase is driven by a rise in
the number of children in each home. As the age of
the head of household reaches the late 50s, the number of children in the home falls, and benefits dip to
around $21,000 per year. Annual tax payments vary
little by the age of the householder, averaging around
$12,000 per year in each age bracket.
The critical fact shown in Chart 7 and Chart 8 is
that, for each age category, the benefits received by
unlawful immigrant households exceed the taxes paid.
At no point in the life cycle does the average unlawful
immigrant household pay more in taxes than it takes
out in benefits. In each age category, unlawful immigrant households receive roughly $2.00 in government benefits for each dollar paid in taxes. Between
ages 45 and 54 (generally considered prime earning
years), unlawful immigrants actually receive nearly
$3.00 in benefits for each dollar paid in taxes.
18
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These figures belie the notion that government
can relieve financial strains in Social Security
and other programs simply by importing younger
unlawful immigrant workers. The fiscal impact of an
immigrant worker is determined far more by education and skill level than by age. Low-skill immigrant
workers (whether lawful or unlawful) impose a net
drain on government finance as soon as they enter
the country and add significantly to those costs
every year they remain.
Chart 8 shows the net fiscal deficits (benefits
minus taxes) for each age category. The fiscal deficits reach a peak of over $19,000 per year for households with heads between 45 and 54 years old. The
average deficit then falls to around $10,000 per year
for households with heads between 55 and 64 years
old. The number of unlawful immigrant households
declines sharply with age. There are very few unlawful immigrant households with heads over age 65.
Aggregate Annual Net Fiscal Costs. In 2010,
3.44 million unlawful immigrant households
appeared in the Current Population Survey. The
average net fiscal deficit per household was $14,387.
Most experts believe that at least 350,000 more

SPECIAL REPORT | NO. 133
May 6, 2013

CHART 9

Total Federal and State Means-Tested Welfare Spending, 1965–2011
IN BILLIONS OF CONSTANT 2011 DOLLARS
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Note: Figures show total federal and state means-tested welfare spending on cash, food, housing, medical care, and social services.
Source: The Heritage Foundation, from current and previous Office of Management and Budget documents and other official government sources.
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unlawful immigrant households resided in the U.S.
but were not reported in the CPS.
Assuming that the fiscal deficit for these unreported households was the same as the fiscal deficit
for the unlawful immigrant households in the CPS,
the total annual fiscal deficit (total benefits received
minus total taxes paid) for all 3.79 million unlawful
immigrant households together equaled $54.5 billion
(the deficit of $14,387 per household times 3.79 million
households). This sum includes direct and means-tested benefits, education, and population-based services.

Adjusting Future Deficit Estimates for
the Potential Impact of the 2010
Recession

In 2010, the economy was in recession. In a
recession, overall income and tax revenue will be

heritage.org

lower; some benefits such as unemployment insurance will be dramatically higher. The recession
may therefore have increased the fiscal deficit of
unlawful immigrant households relative to nonrecession years. However, the impact of a recession will not be uniform across all socioeconomic
groups.
Evidence suggests that the recession had at best
a modest impact on the fiscal status of unlawful
immigrant households. For example, while incomes
dropped significantly during the recession, most of
the drop occurred in property income; the National
Income and Product Accounts (which measure the
whole economy) show that total nominal wages fell
by only 2.3 percent from 2008 to 2010. Some 95 percent of the income of unlawful immigrant households comes from wages.
19
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As measured in the CPS, the constant-dollar
income of the average unlawful immigrant household was the same in 2010 as in 2006. The measured
income of unlawful immigrants may be comparatively stable during a recession because unemployed
unlawful immigrants return to their country of
origin and thereby disappear from Census records.
If the average unlawful immigrant household lost
income during the recession, the drop was modest.
What about welfare spending? There is a popular conception that welfare spending is like a roller
coaster, rising sharply during a recession and falling
when the recession ends. This pattern applies somewhat to food stamps but not to means-tested welfare
in general. Historically, overall means-tested spending does rise during a recession but does not fall
noticeably when the recession ends.
This pattern is shown in Chart 9, which shows
total means-tested spending over time adjusted for
inflation. The chart shows a dramatic rise in costs
over time. Periods of rapid increase are followed by
spending plateaus, but there are no significant dips
in post-recession periods. Following this pattern,
the Obama budget shows that constant-dollar per
capita means-tested spending will not decline over
the next decade.30
Despite these caveats, the estimates of future fiscal deficits in the rest of this paper will be adjusted
for the potential effects of the recession on the 2010
data. Specifically, the analysis reduces future unemployment benefits and food stamp benefits by 66 percent and 25 percent below 2010 levels, respectively.
These adjustments are firmly backed by evidence and
included in all of the figures on future-year deficits.
In addition, the analysis increases future tax payments by unlawful immigrants upward by 5 percent and reduces future overall means-tested welfare benefits downward by 5 percent to compensate
for the impact of the recession on 2010 data. These
adjustments are more speculative; their impact is
shown separately in Table 7 and in subsequent tables.
The latter adjustments reduce projected future fiscal deficits among unlawful immigrant households
by about 5 percent.

Fiscal Impact of Amnesty
or “Earned Citizenship”

In recent years, Congress has considered various comprehensive immigration reform proposals.
One key feature of these proposals has been that

20

all or most current unlawful immigrants would be
allowed to stay in the U.S. and become U.S. citizens.
In most legislative proposals, amnesty or “earned
citizenship” would have three phases. First, unlawful immigrants would be placed in a provisional status that would allow them to remain in the U.S. lawfully. After five to 10 years in this provisional status,
most former unlawful immigrants would be granted
legal permanent resident (LPR) status. After five
years in LPR status, the individuals would be allowed
to become U.S. citizens. The interval between initial
amnesty and citizenships would thus stretch for 10
to 15 years or longer.
The fiscal impact of amnesty would vary greatly
depending on the time period examined. The present paper will analyze the fiscal consequences of
amnesty in four phases.
■■

■■

■■

■■

Phase 1: Current Law or Status Quo. This is the
fiscal status at the present time prior to amnesty.
Phase 2: The Interim Phase. This phase would
include the period in which amnesty recipients
were in provisional status followed by the first five
years of legal permanent residence. During the
interim phase, tax revenues would go up as more
former unlawful immigrants began to work “on
the books” but would remain barred from receiving means-tested welfare and probably Obamacare
health care subsidies. The overall net fiscal cost of
the former unlawful immigrant population could
be expected to decline slightly during this period.
The length and programmatic boundaries of the
interim phase would obviously vary in different
bills, but five to 15 years would be typical.
Phase 3: Full Implementation of Amnesty. At
the end of the interim phase, all amnesty bills
would provide the amnesty recipients (former
unlawful immigrants) with full eligibility for
more than 80 means-tested welfare programs as
well as health care subsidies under the Affordable
Care Act (ACA, or Obamacare). The resulting
increase in outlays would be substantial.
Phase 4: Retirement Years. Under current law, unlawful immigrants are not eligible
for Social Security and Medicare benefits. All
amnesty legislation would allow recipients of
amnesty to obtain eligibility for these programs.
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Fiscal Deﬁcits During the Phases of Amnesty (Page 1 of 2)
UNLAWFUL IMMIGRANT HOUSEHOLDS BEFORE AMNESTY
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD, UNLESS
OTHERWISE INDICATED

Number of households
Percentage of households

Households
Headed by
Immigrants
Without a High
School Degree
1,746,857
51%

Households
Headed by
Immigrants With
a High School
Degree
916,231
27%

Households
Headed by
Immigrants With
Some College
440,179
13%

Households
Headed by
Immigrants With
a College Degree
or More

All Households
With Immigrant
Heads

341,688
10%

3,444,955
100%

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$45
$15,514
$6,235
$7,554
$29,348

$50
$13,067
$3,755
$6,033
$22,905

$47
$10,501
$2,006
$5,039
$17,593

$19
$9,508
$815
$4,783
$15,125

$44
$13,627
$4,497
$6,553
$24,721

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$4,284
$4,579
$8,863

$4,694
$4,418
$9,111

$6,160
$4,869
$11,029

$10,339
$9,901
$20,240

$5,233
$5,101
$10,334

–$20,485

–$13,794

–$6,564

$5,115

–$14,387

UNLAWFUL IMMIGRANT HOUSEHOLDS AFTER AMNESTY—INTERIM PHASE
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD, UNLESS
OTHERWISE INDICATED

Households
Headed by
Immigrants
Without a High
School Degree

Households
Headed by
Immigrants With
a High School
Degree

Households
Headed by
Immigrants With
Some College

Households
Headed by
Immigrants With
a College Degree
or More

All Households
With Immigrant
Heads

$688
$9,508
$815
$6,230
$17,241

$1,191
$13,627
$4,497
$8,189
$27,504

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$1,381
$15,514
$6,235
$9,435
$32,564

$1,075
$13,067
$3,755
$7,526
$25,423

$1,072
$10,501
$2,006
$6,271
$19,849

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$7,388
$5,353
$12,741

$8,120
$5,331
$13,451

$10,627
$6,002
$16,629

$17,456
$11,882
$29,338

$8,994
$6,077
$15,071

–$19,823

–$11,972

–$3,220

$12,098

–$12,433

Post-Recession Adjustments
Means-tested welfare
decrease
Tax increase
Recession-adjusted deﬁcit
per household

$312

$188

$100

$41

$225

$637

$673

$831

$1,467

$754

–$18,874

–$11,112

–$2,288

$13,605

–$11,455
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Fiscal Deﬁcits During the Phases of Amnesty (Page 2 of 2)
UNLAWFUL IMMIGRANT HOUSEHOLDS AFTER AMNESTY—FULL IMPLEMENTATION
ALL MONETARY FIGURES
ARE DOLLARS PER
HOUSEHOLD, UNLESS
OTHERWISE INDICATED

Households
Headed by
Immigrants
Without a High
School Degree

Households
Headed by
Immigrants With
a High School
Degree

Households
Headed by
Immigrants With
Some College

Households
Headed by
Immigrants With
a College Degree
or More

All Households
With Immigrant
Heads

Government Beneﬁts Received per Household
Direct benefits
Educational benefits
Means–tested benefits
Affordable Care Act health
care benefits
Population–based services
Total benefits and services

$2,682
$15,514
$20,093

$1,994
$13,067
$11,015

$1,845
$10,501
$6,708

$1,208
$9,508
$2,893

$2,246
$13,627
$14,263

$8,334

$5,838

$3,805

$775

$6,342

$9,435
$56,058

$7,526
$39,441

$6,271
$29,130

$6,230
$20,614

$8,189
$44,666

Taxes Paid per Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
household

$7,459
$5,405
$12,864

$8,198
$5,383
$13,580

$10,730
$6,060
$16,789

$17,624
$11,997
$29,620

$9,081
$6,135
$15,216

–$43,195

–$25,861

–$12,340

$9,006

–$29,450

Post-Recession Adjustments
Means-tested welfare
decrease
Tax increase
Recession-adjusted deﬁcit
per household

$1,005

$551

$335

$145

$713

$643

$679

$839

$1,481

$761

–$41,547

–$24,631

–$11,165

$10,632

–$27,976

Note: Aggregate fiscal deficit figures equal the per household amounts times 3.79 million unlawful immigrant households.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey. See Appendix tables for
more information.
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Immediately after enactment of amnesty, former
unlawful immigrants with jobs would begin to
acquire credits toward future Social Security and
Medicare eligibility. Once they had completed 40
quarters (or 10 years) of employment, they would
become eligible for Social Security old age benefits and Medicare and would begin to receive benefits upon reaching retirement age.
In addition, under amnesty, former unlawful
immigrants would probably be able to obtain
credits toward Social Security for work performed during their time of unlawful residence
if they could show that FICA taxes were paid for
22
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that employment. Upon reaching the retirement
age of 67, former unlawful immigrants could
begin to draw Social Security and Medicare benefits. They would also be eligible for other government benefits such as public housing, food stamps,
and Medicaid payments for nursing home care.
Given the present age of most unlawful immigrants, these retirement costs would not emerge
for several decades, but they would be quite large
when they did occur.
The median age for current adult unlawful
immigrants is 34. Given amnesty, these individuals would, on average, continue to pay taxes and
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CHART 10

CHART 11

Fiscal Deficit per Unlawful
Immigrant Household

Annual Aggregate Fiscal Deficits for
All Unlawful Immigrant Households
$106
billion

$27,976

$14,387

Under
Current Law

$54.5
billion

$11,455

Amnesty:
Interim Phase

Full Amnesty

Note: Figures include recession adjustments.
Source: Heritage Foundation calculations based on data sets
described in the Methodology section.
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receive benefits for five decades. From this perspective, placing a temporary moratorium on receipt of
welfare and Obamacare subsidies would have only a
marginal impact on overall costs.
Postponing the date when amnesty recipients
would receive welfare and Obamacare is important
politically, however, because it hides the real costs
of amnesty during the all-important 10-year “budget window” employed by the Congressional Budget
Office (CBO). Concealing the actual costs of legislation by delaying program expansion until after the
end of the CBO 10-year budget window is a timeworn legislative trick in Washington. This budgetary ploy can be very effective in deluding both
politicians and the public about the actual costs of
legislation.
When amnesty legislation is rolled out in
Congress, the public should expect to see this strategy of deception in full force. Nearly all fiscal discussion in Congress and the press will focus on the
deliberately low temporary costs during the interim
phase. The far more significant longer-term costs
will be largely ignored. No politician who is serious

Under
Current Law

$43.4
billion

Amnesty:
Interim Phase

Full Amnesty

Note: Figures include recession adjustments.
Source: Heritage Foundation calculations based on data sets
described in the Methodology section.
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about government spending and deficits should promote this deceptive budgetary gimmick, and the
public should not be fooled by it.

Fiscal Changes During the Interim Phase

During the initial interim phase, amnesty would
produce three fiscal changes: an increase in tax revenue, an increase in Social Security and Medicare
payments for disabled persons and survivors, and an
increase in some population-based costs as former
unlawful immigrants become more comfortable
using government services. This section analyzes
those changes.
As noted earlier, nearly all experts believe that
much employment of unlawful immigrants occurs
“off the books.” Since taxes are not paid on this hidden employment, the result is less government revenue. After amnesty, former unlawful immigrants
would have a strong incentive to shift to “on the
books” employment because a consistent record of
official employment would probably be necessary for
these individuals to remain in the U.S. and to progress toward LPR status.
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TaBLE 8

Total Fiscal Deﬁcit for All Unlawful Immigrant Households
Interim Phase
After Amnesty

Current Law

IN MILLIONS OF 2010 DOLLARS

Full Implementation
of Amnesty

Government Beneﬁts Received by All Unlawful Immigrant Households
Direct benefits
Educational benefits
Means–tested benefits
Affordable Care Act health care benefits
Population–based services
Total benefits and services

$167
$51,646
$17,045

$4,515
$51,646
$17,045

$24,836
$93,693

$31,035
$104,240

$8,512
$51,646
$54,055
$24,036
$31,035
$169,284

Taxes Paid by All Unlawful Immigrant Household
Federal taxes paid
State and local taxes paid
Total taxes paid
Total annual ﬁscal deﬁcit for all unlawful
immigrant households

$19,834
$19,333
$39,166

$34,088
$23,031
$57,118

$34,415
$23,252
$57,668

–$54,527

–$47,122

–$111,616

$852
$1,958

$852
$2,856

$2,703
$2,883

–$51,716

–$43,414

–$106,030

Post-Recession Adjustments
Means-tested welfare decrease
Tax increase
Recession-adjusted annual ﬁscal deﬁcit
for all unlawful immigrant households

Note: Aggregate fiscal deficit figures equal the per household amounts times 3.79 million unlawful immigrant households.
Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey. See Appendix tables for
more information.
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The present analysis assumes that at the current
time, some 55 percent of unlawful immigrant workers work on the books and 45 percent work off the
books. The analysis assumes that if amnesty were
enacted, 95 percent of future employment of the former unlawful immigrants would occur on the books.
This would increase payments of federal and state
income taxes, FICA taxes, and other labor taxes
(such unemployment and work compensation fees)
by nearly $14 billion per year.
After amnesty, former unlawful immigrants
would be able to seek employment more openly and
compete for a wider range of positions. Research
from the amnesty in 1986 shows that this led to significant wage gains among amnesty recipients, but
amnesty also made individuals eligible for unemployment insurance and other programs that support individuals when they are not working, and
this led to a decline in employment among workers
24
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receiving amnesty. These two effects offset each
other, yielding a net overall gain of 5 percent in
wages.31 This 5 percent wage boost is included in the
analysis and leads to an increase in income, FICA,
and consumption tax payments of around $3 billion
per year.
The analysis also assumes that after amnesty,
former unlawful immigrant households would be
more likely to use highways, autos, and airports; this
would result in an increase in related taxes and fees
of roughly $800 million per year. Overall, amnesty
would increase tax revenue and fees by some $18 billion per year, or roughly $4,700 per former unlawful
immigrant household.
As former unlawful immigrants began to work
on the books using their own names and Social
Security numbers, their eligibility for unemployment insurance benefits and workers’ compensation would increase. These benefits would likely
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TaBLE 9

Lawful Immigrants Over Age 65: Per-Person Beneﬁts and Taxes, 2010
ALL FIGURES ARE DOLLARS
PER PERSON

Lawful Immigrant
Persons Without
a High School
Degree

Lawful Immigrant
Persons With
Only a High
School Degree

Lawful Immigrant
Persons Who Are
College Graduates

Total Lawful
Immigrant
Persons Over
Age 65

$21,120
$0
$3,989
$3,317
$28,426

$20,805
$0
$4,295
$3,541
$28,641

$19,477
$0
$6,772
$3,239
$29,488

Lawful Immigrant
Persons With
Some College

Government Beneﬁts Received per Person
Direct benefits
Educational benefits
Means-tested benefits
Population-based services
Total benefits and services

$17,845
$0
$10,620
$3,109
$31,574

$19,503
$0
$5,623
$3,020
$28,146
Taxes Paid per Person

Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deﬁcit or surplus per
person

$1,403
$2,518
$3,921

$2,293
$4,107
$6,400

$6,428
$8,476
$14,905

$12,269
$10,325
$22,594

$4,886
$5,678
$10,564

–$27,653

–$21,746

–$13,521

–$6,047

–$18,924

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau, 2010 Current Population Survey. See Appendix tables for
more information.
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reach levels comparable to those received by lawful immigrant families with similar socioeconomic
characteristics.32
In contrast to old age benefits, Social Security
disability, survivor’s benefits, and related Medicare
are available well before retirement age. Any amnesty law would make former unlawful immigrants and
their kin eligible for these benefits. For example, a
worker who had five years of credited employment
would receive disability benefits if he became unable
to work. Ten years of credited employment would
make a worker’s family eligible for survivor benefits
upon the worker’s death.
Former unlawful immigrants would begin to
receive these benefits not long after amnesty, and
the number receiving benefits would grow over time.
Eventually, the per-household disability and survivor benefits and accompanying Medicare received
by former unlawful immigrant households would
likely equal the benefits received by current lawful immigrants: roughly $1,600 per household per
year.33 However, during the first decade after amnesty, the benefit increase would be much less.
The present analysis assumes that unlawful

heritage.org

immigrant households are less likely to use certain government services such as parks, highways,
libraries, and airports than are lawful households
with the same level of income. However, if unlawful immigrant households are granted amnesty,
their utilization of these government services will
increase.
Over time, the use of these services by former
unlawful households would likely match their use
by current lawful immigrant and non-immigrant
households with similar demographic characteristics. The resulting increase in population-based government services would raise government costs by
around $2,000 per household. Increased receipt of
unemployment insurance, workers’ compensation,
disability benefits, and population-based services
would increase the overall government benefits
received by former unlawful immigrant households
by nearly $11 billion per year.

Fiscal Impact of the Full
Implementation of Amnesty

Federal and state governments currently spend
over $830 billion per year on more than 80 different
25
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TaBLE 10

Unlawful Immigrants Over Age 65: Projected Fiscal Balances per Person
ALL MONETARY FIGURES ARE
DOLLARS PER PERSON
IN 2010 DOLLARS

Unlawful
Immigrant
Persons
Without a High
School Degree

Unlawful
Immigrant
Persons With
Only a High
School Degree

Unlawful
Immigrant
Persons With
Some College

Unlawful
Immigrant
Persons Who
Are College
Graduates

Total Unlawful
Immigrant
Persons Over
Age 65

Number of persons (millions)

5.34

2.74

1.12

0.93

10.13

$21,120
$0
$3,989
$367
$3,317
$28,793

$20,805
$0
$4,295
$774
$3,541
$29,415

$18,927
$0
$7,955
$816
$3,148
$30,846

Government Beneﬁts Received per Person
Direct benefits
Educational benefits
Means-tested benefits
ObamaCare
Population-based services
Total benefits and services

$17,845
$0
$10,620
$1,112
$3,109
$32,687

$19,503
$0
$5,623
$731
$3,020
$28,877
Taxes Paid per Person

Federal taxes paid
State and local taxes paid
Total taxes paid
Fiscal deficit or surplus per person

$1,403
$2,518
$3,921

$2,293
$4,107
$6,400

$6,428
$8,476
$14,905

$12,269
$10,325
$22,594

$3,195
$4,322
$7,517

–$28,765

–$22,477

–$13,888

–$6,821

–$23,329

Post-Recession Adjustments
Means-tested welfare decrease
Tax increase
Recession-adjusted deficit
per person

$531
$118

$281
$192

$199
$447

$215
$678

$339
$317

–$28,117

–$22,004

–$13,241

–$5,928

–$22,673

Source: Heritage Foundation calculations based on data from the U.S. Census Bureau,
2010 Current Population Survey. See Appendix tables for more information.

means-tested aid programs. U.S.-born children of
unlawful immigrants are currently eligible for aid
through most of these programs, but foreign-born
children who are in the country unlawfully and
adult unlawful immigrants are generally not eligible
for aid.
At present, all amnesty proposals would make
adult unlawful immigrants and their foreign-born
children fully eligible for these programs at the end
of the waiting period. As a result, welfare benefits in
former unlawful households would likely rise to the
level of those received by current lawful immigrant
families with similar socioeconomic characteristics.
This would mean a sharp increase in benefits from
programs such as Temporary Assistance for Needy
Families, the Earned Income Tax Credit, Medicaid,
public housing, and food stamps.
26
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Overall, annual welfare costs would rise to
around $13,700 per household among former unlawful households. Amnesty would increase overall welfare costs to $51 billion per year for this group.34
Starting in 2014, the Affordable Care Act will
begin to provide various forms of aid, including
expanded Medicaid, premium subsidies, and costsharing subsidies, to lower-income individuals who
lack health insurance. Unlawful immigrants are
currently ineligible for this aid. Under amnesty or
“earned citizenship,” unlawful immigrants would
obtain full eligibility for these benefits, although
access to aid would probably be delayed until the end
of the interim period.
The estimated cost of benefits from Obamacare
to former unlawful immigrant households would be
$24 billion per year.35
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TaBLE 11

Long-term Costs of Unlawful Immigrants After Amnesty

Duration
Interim phase of amnesty
Full amnesty
Retirement
Parents of amnesty recipients
Total costs after amnesty
Long–term total under existing law
(trillions of 2010 constant dollars)
Total change produced by enactment of amnesty
(trillions of 2010 constant dollars)

13 years
Average 20 years
Average 18 years

Lifetime cost per adult unlawful immigrant*
(2010 constant dollars)

Total Cost of
Government
Benefits Received
(trillions of 2010
dollars)

Total Taxes Paid
(trillions of 2010
dollars)

Total Fiscal
Deficit: Taxes
Minus Benefits
(trillions of 2010
dollars)

$1.32
$3.13
$4.65
$0.30
$9.40
$1.78

$0.77
$1.14
$1.20
$0.04
$3.14
$0.80

–$0.55
–$1.99
–$3.45
–$0.26
–$6.26
–$0.98

$7.62

$2.34

–$5.28

$898,000

$306,000

$592,000

* Total cost after amnesty divided by the number of adult unlawful immigrants in the U.S. in 2010.
Note: All figures include post-recession adjustments.
Source: Heritage Foundation calculations.

Overall Fiscal Impact of
Amnesty or “Earned Citizenship”

Table 7 and Chart 10 show the average fiscal balances of unlawful immigrant households during the
three stages: before amnesty, the interim period after
amnesty, and full implementation of amnesty. At the
current time, before amnesty, the average unlawful
immigrant household has a fiscal deficit of $14,387
per year. During the interim period immediately following amnesty, tax revenues would increase more
than government benefits, and the average fiscal deficit among the former unlawful households would
fall to $11,455 per household.36 (This figure, however, assumes there would be no expansion of government medical care to poor amnesty recipients for
a full decade after amnesty is enacted; this seems
politically implausible.)
When the interim phase ends, amnesty recipients
would become eligible for means-tested welfare and
health care benefits under the Affordable Care Act.
At that point, annual government benefits would rise
to around $43,900 for the average former unlawful immigrant household.37 Tax payments would
remain at around $16,000 per household, yielding
an annual fiscal deficit (benefits minus taxes paid)
of around $28,000 per household.38
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Table 8 and Chart 11 show the aggregate fiscal
balance for all unlawful immigrant households in
the three stages.39 All of the figures in Table 8 and
Charts 10 and 11 are adjusted for future inflation and
presented in 2010 constant dollars.40
■■

■■

■■

Before amnesty, all unlawful immigrant households together received $93.7 billion per year in
government benefits and services and paid $39.2
billion, yielding an aggregate annual deficit of
$54.5 billion.
In the interim phase after amnesty, aggregate
government benefits and services would rise to
$103.4 billion per year, but tax revenue would
rise to around $60 billion; as a consequence, the
aggregate annual deficit would fall slightly to
$43.4 billion. (These figures include all postrecession adjustments.)
At the end of the interim phase, former unlawful
immigrant households would become fully eligible for means-tested welfare and health care
benefits under the Affordable Care Act. Total
annual government benefits and services would
soar to $166.5 billion; tax revenue would remain
at around $60.5 billion, yielding an aggregate
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annual fiscal deficit of $106 billion. (These figures
include all post-recession adjustments.)

Long-Term Retirement Costs for Former
Unlawful Immigrants Under Amnesty

One major fiscal consequence of amnesty is
that nearly all current unlawful immigrants would
become eligible for Social Security and Medicare and
would receive benefits from those programs when
they reach retirement age. In most cases, the few
who did not obtain eligibility for Social Security and
Medicare would receive support from Supplemental
Security Income and Medicaid. As they aged, former
unlawful immigrants would also be eligible for nursing home care funded by Medicaid. The cost of these
benefits would be quite large.
One way to estimate the future retirement costs
of unlawful immigrants under amnesty is to examine the average benefits currently received by lawful immigrants over age 65 whose education levels
match those of unlawful immigrants. The figures for
lawful immigrants over age 65 are shown in Table
9. (Once individuals move into retirement years, it
is more accurate to analyze persons rather than
households. Thus, in contrast to the previous tables
in this paper, Table 9 presents benefits and taxes per
immigrant rather than per household.)
Table 9 reports the actual benefits received and
taxes paid per person in 2010 by lawful immigrants
over age 65. For example, the average elderly lawful
immigrant who lacked a high school degree received
$31,574 in annual government benefits and services
and paid $3,921 in taxes, yielding an annual fiscal
deficit of $27,653.
Table 10 shows the estimated fiscal balances
of adult amnesty recipients over age 65 if amnesty were enacted. (Again, the estimated benefits
received and taxes paid are modeled on the actual current figures for elderly lawful immigrants.)
Given amnesty, the average former unlawful immigrant age 65 or older would receive around $30,500
per year in benefits. Social Security benefits would
come to around $10,000 per year; Medicare would
add another $9,000. Retirees would receive some
$7,600 in means-tested welfare, primarily in
Medicaid nursing home benefits, general Medicaid,
and SSI.41 Population-based benefits would add
another $3,100 in costs. The average amnesty recipient would pay around $7,800 in taxes, resulting in
an average annual fiscal deficit of roughly $22,700
28

per retiree.42 (All figures include post-recession
adjustments.)
Retiring at age 67, amnesty recipients could be
expected to receive benefits for 18 to 19 years on
average.43 This would produce a long-term fiscal deficit cost of $420,000 per person during retirement.

Parents of Amnesty Recipients

An additional consequence of legalization is that
when amnesty recipients become citizens, they
would have the unconditional right to bring their
parents to the U.S. On arrival, the parents would
become legal permanent residents with the right to
obtain citizenship in five years. They would probably be eligible for Obamacare immediately; after five
years, they would become eligible for Supplemental
Security Income (at $8,500 per year) and other
means-tested benefits. The right to bring parents to
the U.S. to become citizens is automatic and unlimited. As many as 15 million to 20 million parents
would become eligible for legal permanent residence
under an amnesty law.
Not all of these individuals would come to the
U.S. Historically, one parent has been brought to the
U.S. for every seven non-elderly adult immigrants.
Following this ratio, 10 million adult amnesty recipients would be likely to bring 1.5 million parents to
the country as lawful residents.
For the most part, these parents would be poor
and heavily dependent on taxpayers. Typical costs
would probably be around $20,000 per parent per
year for welfare and medical care. The parents
would be elderly on arrival and might receive benefits for five to 10 years. In that case, the total cost to
taxpayers would be about $260 billion.44

Lifetime Fiscal Costs of Unlawful
Immigrants Following Amnesty

Most discussions of the fiscal consequences of
unlawful immigration and amnesty focus on the
next five to 10 years, but amnesty, by definition, entitles each unlawful immigrant with lifetime eligibility for the full array of government benefits. The
average adult unlawful immigrant is currently 34
years old and has a life expectancy of 50 more years.
Under amnesty, that means 50 years of government
benefits funded by U.S. taxpayers.
If amnesty is enacted, some 3.74 million unlawful
immigrant households will be given eventual access
to welfare and other entitlements. Of course, amnesty
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recipients will not live forever. Given standard mortality statistics, it is possible to estimate the decline in
the number of adult unlawful immigrants/amnesty
recipients and corresponding households year by year
in the future.45 Table 7 gave the estimated fiscal deficit
per household during the interim period and during
full implementation of amnesty. By combining these
per-household deficit figures with the expected number of surviving households headed by amnesty recipients, it is possible to estimate the total lifetime fiscal
costs of current unlawful households after amnesty
but prior to retirement age.
Table 10 gave the estimated per-person fiscal cost of amnesty recipients after retirement.
Combining this per-person deficit figure with the
expected number of surviving individuals in each
year after retirement yields an estimated total fiscal cost for amnesty recipients after retirement.
If the total fiscal costs in the interim, full amnesty, and retirement periods are summed, the result
is the estimated lifetime fiscal costs for unlawful
immigrants after amnesty.
Table 11 shows the lifetime costs. During the
interim phase, the former unlawful immigrant
households would generate a net fiscal cost (benefits
received minus tax paid) of $550 billion. During the
full phase of amnesty (but prior to retirement), the
net fiscal deficit would be $1.99 trillion. After retirement, amnesty recipients would run a fiscal deficit
of $3.45 trillion. Parents brought into the U.S. by
amnesty recipients would generate another $260
billion in net fiscal costs.
If amnesty were enacted tomorrow, current
unlawful immigrants (along with their minor children and dependent parents) would subsequently
receive around $9.4 trillion in government benefits
over the span of a lifetime.46 The lifetime taxes paid
by the amnesty recipients would come to $3.1 trillion. The total fiscal deficit (total benefits received
minus taxes paid) would equal $6.3 trillion. (All figures are in constant 2010 dollars.)
Put another way, if amnesty were enacted, the
average adult unlawful immigrant would subsequently receive $898,000 in government benefits over the
course of a lifetime and pay $306,000 in taxes over
the same period. The average lifetime fiscal deficit
(benefit received minus taxes paid) would be around
$592,000 for each adult amnesty recipient.
These costs would be spread over the lifetime
of the amnesty recipients. More than 90 percent of

CHART 12

Lifetime Costs of Unlawful
Immigrants After Amnesty
$9.4 trillion

$6.3 trillion

$3.1 trillion

Government
Benefits and
Services
Received

Taxes Paid

Net Fiscal
Deficit
(Benefits
Minus Taxes)

Note: Figures include recession adjustments.
Source: Heritage Foundation calculations based on data sets
described in the Methodology section.
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the fiscal costs would occur during a 50-year period
after amnesty.
The policy of barring amnesty recipients from
receiving welfare and Obamacare during a short
period after amnesty is usually trumpeted as a
means of eliminating the potential costs of amnesty. In reality, postponing access to government
benefits has only a marginal impact on fiscal costs.
If amnesty recipients are barred from receiving
welfare aid and health benefits from Obamacare
for 13 years after initial amnesty, the total fiscal
deficit falls by 12 percent from $7.1 trillion to $6.3
trillion.

How Much Does Amnesty
Add to Existing Costs?

The $6.3 trillion figure represents the lifetime
fiscal costs of unlawful immigrant households after
amnesty. It does not represent the increased fiscal costs caused by amnesty alone. The increased
lifetime costs caused by amnesty would equal $6.3
trillion minus the estimated lifetime fiscal costs of
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Projected Educational Attainment and Fiscal Status of Children
from Unlawful Immigrant Households Upon Reaching Adulthood
Does Not
Complete High
School

High School
Graduate

Some College

College
Graduate

17.82%

17.78%

50.60%

12.83%

Average fiscal deficit per household
(based on non–immigrant
households in 2010)

–$38,834

–$16,551

–$7,282

$29,694

–$9,737

Average fiscal deficit per household
with post-recession adjustment

–$35,863

–$14,690

–$5,868

$31,805

–$7,890

Percent of children attaining each
education level attained as adults

Average for
Whole Group

Note: Figures include estimated benefits under the Affordable Care Act. Deficit figures are in 2010 dollars.
Source: National Center for Educational Statistics, “National Education Longitudinal Study of 1988,” http://nces.ed.gov/surveys/nels88/
(accessed April 19, 2013).
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unlawful immigrant households under current law.
Calculating the latter figure is not easy.
As noted, there currently are few unlawful immigrants over age 50. This may be because unlawful
immigrants, arriving as young adults over the past 15
to 20 years, have simply not yet reached age 50. It may
also be that unlawful immigrants, being unable to
access the U.S. welfare and retirement systems under
current law, simply go back to their country of origin
as they get older. If one assumes that under current
law, most unlawful immigrants will return to their
country of origin around age 55, the lifetime fiscal
costs of unlawful immigrants under current law are
comparatively low: only around $1 trillion. The net
increased fiscal costs generated by amnesty would be
around $5.3 trillion ($6.3 trillion minus $1 trillion.)
However, there is a loophole in existing law that
may allow many or most current unlawful immigrants to achieve lawful status and obtain benefits
from the welfare system, Social Security, Medicare,
Obamacare, and Medicaid. Given access to the U.S
entitlement system, it seems unlikely that most
unlawful immigrants would choose to return to
their native countries empty-handed. The loophole
in existing law is the open-ended provision of green
cards to the foreign-born parents of U.S. citizens.
A majority of adult unlawful immigrants have children who were born in the U.S. When these children
reach age 21, they can immediately demand that their
unlawful immigrant parents be given a green card
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(legal permanent residence) as parents/immediate
relatives. The number of green cards (or visas for legal
permanent residence) available to parents is unlimited, and the visas will be granted almost automatically.
Once the parent spends five years in legal permanent
residence, he immediately becomes eligible for welfare and citizenship. As a legal resident, the parent
may also be given credit in the Social Security system
for work performed previously as an unlawful immigrant. This would contribute to future eligibility for
Social Security and Medicare benefits.
If millions of unlawful immigrants utilize the
parent visa option in the future and thereby obtain
legal permanent residence and/or citizenship, the
cost to the taxpayers could run into the trillions.
Thus, ironically, the increased fiscal costs generated by amnesty may be reduced by the fact that
many unlawful immigrants already have potential long-term access to Social Security, Medicare,
Obamacare, and means-tested welfare through a
loophole in current law.
Policymakers who are interested in future government solvency should close this loophole by
prohibiting any individual who has fathered or
mothered a child in the U.S while he or she was an
unlawful immigrant from ever receiving an immediate relative/parent visa. This would prevent
unlawful immigrants from gaining legal permanent
residence and citizenship simply because they have
children born in the U.S.
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Will the Children of Unlawful
Immigrants Repay Their Parents’ Costs?

It is often argued that the fiscal burdens produced
by unlawful immigrants are irrelevant because
their children will become vigorous net tax contributors, producing fiscal surpluses that will more than
pay for any costs their parents have generated. This
is not true. As this paper has shown, the degree to
which the children of unlawful immigrants become
net fiscal contributors (rather than tax consumers)
will depend largely on their educational attainment.
Moreover, even if all of the children of unlawful
immigrants became college graduates, they would
be very hard-pressed to pay back $6.3 trillion in net
costs even over the course of their entire lives.
Of course, not all of these children will graduate from college; many will have substantially
lower educational achievements. The National
Educational Longitudinal Study (NELS) reports
the intergenerational educational attainment of
U.S. children based on the educational attainment
of their parents.47 Table 12 uses data from the NELS
survey to predict the educational attainment of the
children of unlawful immigrants based on ethnicity and their parents’ education level. Although
these children will clearly do better than their parents, 18 percent are still likely to leave school without a high school degree, and only 13 percent are
likely to graduate from college.
Based on this level of educational attainment,
the children of unlawful immigrants, on average,
will become net tax consumers rather than net taxpayers: The government benefits they receive will
exceed the taxes they pay.48 If the children of unlawful immigrants were adults today and had the levels of education predicted in Table 12, they would
have an average fiscal deficit of around $7,900 per
household.
The odds that the children of unlawful immigrants, on average, will become strong net taxpayers are minimal. Indeed, for these children even to
become fiscally neutral (taxes paid equal to benefits
received), the percent that graduate from college
would need to rise to 30 percent, and the percent
without a high school diploma would need to fall to
10 percent. In reality, unlawful immigrants will be
net tax consumers, placing a fiscal burden on other
taxpayers not only in the first generation, but in the
second generation as well.

Will Unlawful Immigrants Contribute
to the Solvency of Social Security and
Medicare?

It is often argued that unlawful immigrants have
a positive impact on U.S. taxpayers because they pay
taxes into the Social Security trust fund. Unlawful
immigrant workers do pay Social Security or FICA
taxes; the median unlawful immigrant worker currently pays about $2,070 per year in FICA taxes.49
If amnesty encouraged all former unlawful
immigrant workers to work on the books, that number would rise to around $3,770. A worker who paid
this amount into Social Security for 35 years would
contribute $132,000. Upon retiring, this individual
would receive $14,650 per year in Social Security
benefits and $10,074 per year in Medicare benefits.50
Over an average span of 18 years of retirement, the
total Social Security and Medicare benefits received
by this individual would come to $445,000. Thus,
the retirement benefits received would be more than
three times the taxes paid into the system.51
Moreover, taxes and benefits must be viewed holistically. It is a mistake to look at the Social Security
trust fund in isolation. Unlawful immigrants draw
benefits from many other government programs
besides Social Security. If an individual pays $3,700
per year into the Social Security trust fund but simultaneously draws a net $25,000 per year (benefits
minus taxes) out of general government revenue, the
solvency of government has not improved. In reality, other taxpayers, including many Social Security
recipients, will face higher taxes in order to subsidize
unlawful immigrant households.

Caveat: Understating Future
Welfare and Medical Benefits

The fiscal analysis in this paper, presented in
Table 11 and Chart 12, takes the current fiscal status of households and projects that status forward
into future years. All figures are presented in 2010
dollars. One problem with this approach is that it
assumes that means-tested welfare and medical
benefits per household will grow no faster than general inflation for the next 50 years. Households are
assumed to receive no greater welfare benefits in
2035 than they did in 2010. The historical record
suggests that this is highly unlikely.
For nearly every year for the past half-century,
welfare spending per capita has increased much
faster than inflation. In fact, constant-dollar
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spending per person today is six times higher than
it was 50 years ago. By contrast, the analysis in this
paper assumes that for the next 50 years, per capita
welfare benefits will rise no faster than inflation.
While this assumption simplifies the analysis, it is
likely an underestimate.
The same problem applies to medical benefits.
The inflation rate is higher for medical care than for
other goods. In addition, when new medical treatment and technology become available, they are
provided through government medical programs,
broadening the scope of service and increasing
costs for taxpayers. The main analysis in this paper
assumes that the cost of medical services per beneficiary will grow no faster than inflation for the
next 50 years. This is likely an underestimate and
probably results in an understatement of future
spending.52

Additional Factors That
Could Raise Future Fiscal Costs

There are a number of demographic, economic,
and policy factors that could raise the short-term
and long-term fiscal deficit estimates presented in
Tables 8 and 11. These include demographic variables that affect the number of amnesty recipients
and their dependents and economic factors that
would affect the future economic growth rate.
1. Potential
Undercount
of
Unlawful
Immigrants. The analysis in this paper
assumes that there are currently 11.5 million
immigrants in the U.S. based on DHS estimates. The DHS estimates that there are some
10.4 million unlawful immigrants recorded in
Census surveys and 1.1 million more who are not
reported by the Census. While the first number
is based on firm evidence, the second is merely a
guess. The number of unlawful immigrants who
reside in the U.S. but do not respond to Census
surveys may be far more than 1.1 million. These
extra unlawful immigrants would tend to be single adults, since children would show up in birth
or school records.
The fact that the actual number of unlawful
immigrants can be far greater than 11.5 million
is another reason that amnesty is a bad policy. If
the number of unlawful immigrants is actually
20 percent greater than the 11.5 million assumed
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in this paper, the long-term fiscal cost of amnesty
would increase proportionately, adding perhaps
$1.2 trillion to the lifetime fiscal deficit.53
2. Cheating in Amnesty. In the 1986 amnesty, an
estimated 25 percent of the amnesties granted were fraudulent.54 In the past 20 years, the
underground industry producing fraudulent documents has grown vastly larger and more sophisticated. In the proposed new amnesty, the fraud
rate could be as high as or higher than in 1986,
resulting in far more than 11 million amnestied
individuals. If cheating increased the number of
amnesty recipients by 25 percent, the added lifetime fiscal cost would be $1.5 trillion.
3. Exclusion of 20 Percent of Unlawful
Immigrants During the Interim and Full
Implementation Phases of the Analysis. This
analysis estimates costs for persons living in
households headed by unlawful immigrants during the interim and full amnesty phases. However,
about 20 percent of unlawful immigrants do not
reside in those households. Any fiscal costs associated with that 20 percent are therefore omitted from the analysis; this is likely to lead to an
underestimate of total costs. (In the retirement
phase, however, all unlawful immigrants who
were adults in 2010 are included in the analysis,
not just those residing in unlawful immigrant
households.)
4. Spouses and Children Brought from Abroad.
Any amnesty or legalization will automatically grant amnesty recipients the right to bring
spouses and minor children from abroad to
reunify families. This reunification would probably occur during the interim phase. Once admitted to the U.S., the children would receive heavily subsidized public education; over time, both
children and spouses would become eligible for
means-tested welfare and Obamacare. The number of spouses and dependent children who would
be brought into the U.S as a result of amnesty is
uncertain, but the added fiscal costs could be considerable. If an additional one million spouses
and dependent children were brought to the U.S
as a result of amnesty, the added lifetime fiscal
cost would be around $600 billion.
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5. Triggering of Additional Chain Migration
by Relatives. Social and kinship networks are
important factors in increasing immigration
flows. Once unlawful immigrant households were
legalized, there would be an increased tendency
for brothers, sisters, and cousins to migrate from
abroad both lawfully and unlawfully to join their
relatives. Thus, other things being equal, amnesty would likely increase future unlawful immigration, in turn increasing future fiscal costs.
6. Amnesty as a Magnet for Future Unlawful
Immigration. The U.S. enacted a much smaller
amnesty for unlawful immigrants in 1986. The
public was promised that the 1986 amnesty was
a one-time affair that would never be repeated. Despite this promise, the 1986 amnesty was
probably a factor in encouraging the subsequent
surge in unlawful immigration, since it signaled
that the U.S. might take a lenient stance toward
unlawful immigrants in the future. If the U.S now
enacts a second amnesty, it will have established
a very strong precedent for serial amnesties. The
prospect of recurring amnesties would certainly
make future unlawful immigration more attractive, drawing more unlawful immigrants into the
country and significantly increasing long-term
fiscal costs.
7. Dynamic Effects of Increased Fiscal Deficits.
The core analysis in this paper indicates that
amnesty would increase net governmental costs
by perhaps $6.3 trillion. These added costs
would have to be financed either by higher taxes
or by greater government borrowing leading to
a higher national debt. Higher taxes or a higher
national debt in turn would reduce future economic growth, thereby lowering future tax revenues. This dynamic feedback effect has not been
included in the calculations in the paper.

Additional Factors That
Could Reduce Future Fiscal Costs
1. Reduced Number of Amnesty Recipients.
Not all current unlawful immigrants will necessarily receive amnesty. Some individuals
may not apply. Others may not be able to demonstrate residence. Others will fail the criminal
background check. If 10 percent of the unlawful

immigrants currently residing in the U.S. did not
receive amnesty and instead returned to their
country of origin, lifetime fiscal costs would be
reduced proportionately, resulting in roughly
$600 billion in savings.
2. Increased Emigration. The core long-term
analysis presented in Table 11 assumes an emigration rate of 5 percent among amnesty recipients. Certainly, amnesty recipients would have a
very strong financial incentive to remain in the
country to receive nearly free education for their
children and eventually obtain access to welfare, Obamacare, Social Security, and Medicare.
Nonetheless, some amnesty recipients would
return to their country of origin.
If this emigration occurred before the individual obtained eligibility for Social Security and
Medicare, there would be considerable cost savings. If the individual emigrated after establishing eligibility for those programs, the cost saving
would be less. The core analysis assumes that 5
percent of unlawful immigrants would emigrate
before establishing eligibility for Social Security
and Medicare. If, instead, 10 percent emigrated, the lifetime fiscal costs might be reduced by
roughly $300 billion.
3. Increased Recessionary Adjustments. The
recession in 2010 may have reduced tax payments from unlawful immigrants and temporarily increased welfare assistance. In response
to this issue, the analysis has reduced estimated
future benefits in the unemployment insurance
and food stamp programs, increased future estimated tax revenues by 5 percent, and decreased
long-term receipt of welfare benefits by 5 percent.
All of these adjustments are included in the lifetime fiscal cost figures appearing in table 11.
There is considerable evidence that the last two
adjustments are not absolutely necessary; nonetheless, some may argue that even greater postrecessionary adjustments should be considered.
In general, an increase of one percentage point
in the tax loss estimate, combined with a one
percentage point decrease in the future welfare
benefits will lower the estimated lifetime deficit
of amnesty recipients by 1 percent. Setting the
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post-recessionary tax loss estimate at 10 percent
(rather than 5 percent) and reducing future welfare benefits by 10 percent (rather than 5 percent)
would thus increase the estimated lifetime fiscal
deficit by an added 5 percent, or $315 billion.
Altogether, the variables discussed above suggest
that the number of amnesty recipients and dependents may well be much higher than the numbers
assumed in this paper. This could have a considerable impact on future costs. If the number were 30
percent greater, for example, the lifetime fiscal costs
could rise to nearly $9 trillion.

Possible Indirect Fiscal Effects

The analysis presented in this paper reflects
the direct fiscal impact of unlawful immigrants. It
reports the benefits received and taxes paid by those
immigrants. However, there can be other indirect
fiscal consequences of unlawful immigration. For
example, unlawful immigrants augment the U.S.
labor force and thereby expand the gross domestic product (GDP) by roughly 2 percent. Unlawful
immigrants themselves capture most of the gain
from this expanded production through their wages,
and taxes on the immigrants’ wages and consumption are already incorporated into the analysis.
But the owners of businesses that employ the
unlawful immigrants also receive income from
their investment in the enterprises in which the
immigrants work. The difficulty lies in determining whether the investment in enterprises employing unlawful immigrants represents a net expansion
of the stock of investment or merely a reallocation
of investment that would have existed without the
presence of the immigrant labor. New investment
would be unlikely to occur unless the increased
labor supply had reduced wages. New net investment would result in new income, and this added
income would be taxed by government in a variety of
ways. Even though the unlawful immigrants would
not pay these taxes themselves, their employment
would have triggered the extra tax revenue.
In the extreme case, one might assume that all
of the investment associated with unlawful immigrant labor represents a net increase in capital stock.
Since unlawful immigrants earn about 2 percent of
all wages in the U.S. economy, this might coincide
with a 2 percent increase in business profits and capital income. If this were the case, the result would be
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a roughly $8.5 billion increase in federal, state, and
local revenue from a variety of different taxes; this
indirect tax gain would amount to roughly $2,500
per unlawful immigrant household.55 The future
lifetime tax gain due to unlawful immigrants from
this source could be around $280 billion. Again, the
difficulty with this calculation lies in the assumption
that all of the capital invested in the employment of
unlawful immigrants represents a net increase rather than a reallocation of capital stock.
Conversely, there may be other indirect effects
that substantially increase the fiscal drain created
by unlawful immigrants. An additional indirect fiscal effect would occur if the presence of immigrant
workers in the U.S. reduced the wages or employment of competing non-immigrant workers. For
example, Harvard professor George Borjas has estimated that the very large influx of immigrant workers between 1980 and 2000 lowered the wages of the
average non-immigrant worker by 3.2 percent. In
particular, the disproportionate influx of low-skill
immigrants was estimated to reduce the wages of
low-skill native workers by 8.9 percent.56
The National Research Council has estimated
that a 10 percent increase in the labor supply lowers the wage for similarly skilled workers by 3 percent.57 In 2010, unlawful immigrants constituted
about 25 percent of employed adults with less than a
high school degree. This means that unlawful immigrants have increased the labor supply of individuals
without a high school degree by one-third.
Applying the NRC ratio, the wages of legal residents without a high school diploma have been
reduced by about 10 percent due to unlawful immigration. This amounts to $23.1 billion in lost income,
or about $2,300 per worker. A wage loss of $23 billion
would result in around $8 billion in lost tax revenue
(income, FICA, and consumption taxes) and perhaps
$6 billion in added welfare costs. The overall indirect fiscal loss to government would be around $14
billion per year.
Another potential impact of unlawful immigration is a reduction in employment rates for native
workers. This may be of particular importance for
youth and black male workers.58 Heavy competition
for jobs can discourage less-skilled workers, leading them to leave the labor force. As immigrants
become the majority of workers in certain occupations, networking and word-of-mouth regarding job
openings59 may increasingly exclude natives. Finally,
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the abundance of unlawful immigrant labor helps
employers to avoid expending effort on recruiting
potential U.S.-born workers from underemployed
areas, such as Appalachia or Midwestern industrial
towns.
Even if just one out of five unlawful immigrant
workers displaced a legal resident from a job, wage
losses could amount to $14 billion annually. The tax
loss and added welfare costs from this could reach
$10 billion per year. The lifetime fiscal loss to government due to wage and job loss among U.S. citizens
and lawful immigrants might be around $790 billion.
In addition, the decline in jobs and wages for lowerskill males may contribute to the long-term decline in
marriage in low-income communities; the social and
fiscal consequences of this decline are enormous.
Because figures are imprecise, none of the indirect fiscal effects discussed in this section is included in the fiscal analysis in this paper.

Potential Economic Gains and Losses
from Unlawful Immigration

While the fiscal consequences of unlawful immigration are strongly negative, some argue that unlawful immigrants create economic benefits that partially compensate for the net tax burdens they create. For
example, it is frequently argued that unlawful immigration is beneficial because unlawful immigrant
workers expand the gross domestic product. While
it is true that unlawful immigrants enlarge GDP by
roughly 2 percent, the problem with this argument is
that the immigrants themselves capture most of the
gain from expanded production in their own wages.60
Metaphorically, while unlawful immigrants make
the American economic pie larger, they themselves
consume most of the slice that their labor adds.
The central issue in the debate over the costs and
benefits of unlawful immigration is not whether such
immigration makes U.S. GDP larger (clearly, it does),
but whether unlawful immigration raises the posttax income of the average non-immigrant American.
Given the very large net tax burden that unlawful
immigrants impose on U.S. society, such immigrants
would have to raise the incomes of non-immigrants to
a remarkable degree to have a net beneficial effect.

Policy Issues

There are approximately 3.7 million unlawful
immigrant households in the U.S. These households
impose a net fiscal burden (benefits received minus

taxes paid) of around $54.5 billion per year. The fiscal cost of unlawful and low-skill immigrants will be
increased in the future by government policies that
increase the number of low-skill immigrants, the
immigrants’ length of stay in the U.S., or the access
of unlawful immigrants to government benefits.
Conversely, fiscal costs will be reduced by policies
that decrease these variables.
Clearly, immigration policy has enormous fiscal
implications. Consistent with principles for immigration reform laid out elsewhere,61 immigration
policy should be changed in the following ways to
reduce the costs of unlawful and low-skill immigration to the taxpayer:
1. Enforce the current law against employing
unlawful immigrants. Unlawful immigrants
are predominantly low-skilled. Over time, they
impose large costs on the taxpayer. In 1986, the
U.S. gave amnesty to 3 million unlawful aliens
in exchange for a prohibition on hiring unlawful
immigrants in the future. While amnesty was
granted, the law against hiring unlawful immigrants was never enforced in more than a token
manner. As a result, there are now at least 11.5
million unlawful immigrants in the U.S.
Because the majority of unlawful immigrants
come to the U.S. for jobs, serious enforcement of
the ban on hiring unlawful labor would substantially reduce the employment of unlawful aliens
and encourage many to leave the U.S. Reducing the
number of unlawful immigrants in the nation and
limiting the future flow of unlawful immigrants
would also reduce future costs to the taxpayer.
2. Do not grant amnesty to unlawful immigrants. Granting amnesty to unlawful immigrants would confer entitlement to welfare,
Social Security, and Medicare for the amnesty
recipients. This would be ruinously expensive to
U.S. taxpayers.
3. Eliminate “back door amnesty.” This could be
done by closing the loophole in current law that
permits unlawful immigrants to become U.S.
citizens because they have U.S.-born children.
Roughly half of unlawful immigrants have U.S.born children. When these children reach age
21, they can demand that their parents be given
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a visa, which grants the parents legal permanent
residence; this gives the parents access to the U.S.
welfare system and puts them on a potential path
to U.S. citizenship. This provision, which operates automatically and cannot be stopped under
current law, could be called “back door amnesty.”
Current law should be changed to prohibit any
individual who conceived or gave birth to a child
in the U.S. while that individual was unlawfully
present in the U.S. from ever receiving an immediate relative/parent visa that provides legal permanent residence. Closing that loophole could
save the taxpayers trillions of dollars over the
long term.
4. Ensure that any guest worker program is
truly temporary and not a gateway to welfare
entitlements.62 A program that involves longterm residence and permits access to welfare,
Social Security, Medicare, and public education
would be enormously expensive for the U.S. taxpayer. For example, if the “guest worker” brings
school-age children with him, each child will
generate, on average, $12,300 in public education costs that must be funded by U.S. taxpayers.
Similarly, even if formally barred from receiving
welfare assistance, guest workers’ low-income
families would be likely to receive aid simply
because welfare agencies would be reluctant
to deny services to families that appear to be in
need of aid. Finally, bringing a family into the U.S.
would make it far less likely that the guest worker
would actually return home, and continued residence in the U.S would increase fiscal costs.
Granting U.S. citizenship to guest workers’ children born in the U.S. would raise fiscal costs. If a
child born to a guest worker is granted U.S. citizenship, that child immediately becomes entitled
to Medicaid coverage and a full range of other
welfare benefits. Further, granting the child
citizenship makes it less likely that the guest
worker’s parents will actually leave the U.S. and
thereby increases taxpayer costs. To the extent
permitted by the Fourteenth Amendment to the
Constitution, the law establishing the guest worker programs should clearly stipulate that children
born to guest workers would be treated in the
same manner as children of diplomats—that is,
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they would be citizens of their parents’ country
of origin rather than citizens of the United States.
5. Reduce the number of legal permanent residence visas based on kinship and increase
the number of visas allocated to high-skilled
workers.63 Under current law, the visa lottery
and visa preferences for adult brothers, sisters,
and parents tend to bring a high proportion of
low-skill immigrants into the U.S. While low-skill
immigrants create a fiscal burden for U.S. taxpayers, high-skill immigrants tend to pay more in
taxes than they receive in benefits.
The legal immigration system should be altered
to greatly reduce the number of low-skill immigrants entering the country and increase the number of new entrants with high levels of education
and skills that are in demand by U.S. firms. The
visa lottery and all preferences for brothers, sisters, parents, and relatives other than spouses and
minor children should be eliminated and replaced
by new skill-based visas. Parents would be able to
visit children in the U.S. as guests but not as legal
permanent residents with access to welfare.

Conclusion

The United States offers enormous economic
opportunities and societal benefits. Countless more
people would immigrate to the U.S. if they had the
opportunity. Given this context, the U.S. must be
selective in its immigration policy. Policymakers
must ensure that the interaction of welfare and
other financial transfer programs with immigration
does not expand the fiscally dependent population,
thereby imposing large costs on American society.
Current immigration policies with respect to
both lawful and unlawful immigration encourage
the entry of a disproportionate number of poorly
educated immigrants into the U.S. As these low-skill
immigrants (both lawful and unlawful) take up residence, they impose a substantial tax burden on U.S.
taxpayers. The benefits received by unlawful and
low-skill immigrant households exceed taxes paid at
each age level; at no point do these households pay
more in taxes than they receive in benefits.
Current immigration practices, both lawful and
unlawful, operate like a system of transnational welfare outreach, bringing millions of fiscally dependent individuals into the U.S. This policy needs to be
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changed. U.S. immigration policy should encourage
high-skill immigration and strictly limit low-skill
immigration. In general, government policy should
limit immigration to those who will be net fiscal contributors, avoiding those who will increase poverty
and impose new costs on overburdened U.S. taxpayers.
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Appendix A: General Methodology
This paper seeks to estimate the total cost of benefits and services received and the total value of taxes
paid by all households, by non-immigrant households, by households headed by lawful immigrants, and in
particular by households headed by unlawful immigrants. The fiscal analysis presented in this paper is based
on three core methodological principles: comprehensiveness, fiscal accuracy, and transparency.
■■

■■

■■

Comprehensiveness. The analysis seeks to cover all government expenditures and all taxes and similar
revenue sources for federal, state, and local government. Comprehensiveness helps to ensure balance in
the analysis. If a study covered only a limited number of government spending programs or just a portion
of taxes, the omissions might bias the conclusions.
Fiscal Accuracy. A cardinal principle of the estimation procedure employed for each expenditure program or category in the analysis is that if the procedure is replicated for the whole U.S. population, the
resulting estimated expenditure will equal actual expenditures on the program according to official budgetary documents. The same principle is applied to each tax and revenue category. Altogether, the estimating procedures used in this paper, if applied to the entire U.S. population, will yield figures for total government spending and revenues that match the real-life totals presented in budgetary sources.
Transparency. Specific calculations were made for 34 separate tax and revenue categories and over 74
separate expenditure categories. Since conclusions can be influenced by the assumptions and procedures
employed in any analysis, we have endeavored to make the mechanics of the analysis as transparent as
possible to interested readers by describing the details of each calculation in Appendices D and E and
Appendix Tables A8 and A9.

Accounting Framework

The accounting framework used in the present analysis is the same framework employed by the National
Research Council (NRC) of the National Academy of Sciences in its study of the fiscal impact of immigration,
The New Americans.64 Following the NRC framework, the present study:
■■

■■

■■

■■

■■

Excludes public goods costs such as defense and interest payments on government debt;
Treats population-based or congestible services as fully private goods and assigns the cost of those services to immigrant households based either on estimated use or the immigrant share of population;65
Includes the welfare and educational costs of immigrant and non-immigrant minor children and assigns
those costs to the child’s household;
Assigns the welfare and educational costs of minor U.S.-born children of immigrant parents in the immigrant household; and
Assigns the cost of means-tested and direct benefits according to the self-reported use of those benefits in
the U.S. Census Bureau’s Current Population Survey (CPS).

Clearly, any study that does not follow this framework may reach very different conclusions. For example, any study that excludes the welfare benefits and educational services received by the minor U.S.-born
children of unlawful immigrant parents from the costs assigned to unlawful immigrant households will
reach very different conclusions about the fiscal consequences of unlawful immigration.
An important principle in the analysis is that receipt of means-tested benefits and direct benefits was
not imputed or assigned to households arbitrarily. Rather, the cost of benefits received was based on the
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household’s self-report of benefits in the CPS.66 For example, the cost of the food stamp benefits received
is based on the food stamp benefits data provided by the household. If the household stated that it did not
receive food stamps, then the value of food stamps within the household would be zero. The main exception
to this rule was benefits from the Affordable Care Act (ACA), or Obamacare; since these benefits did not exist
in 2010, they had to be imputed in future years.

Household-Based Analysis

This paper uses the 3.44 million households headed by unlawful immigrants, rather than the unlawful
immigrant population as a whole, as the basis of its analysis. By using the household as the unit of analysis,
Heritage follows the procedure employed by the National Research Council. Since many variables are not
available at the individual level, analysis at the household level is methodologically simpler.
However, one problem with this choice is that 2.08 million unlawful immigrants do not reside in households headed by unlawful immigrants. These individuals, who reside mainly in homes headed by lawful
immigrants, are therefore not included in the present fiscal analysis for the interim and full amnesty periods.
While this exclusion almost certainly reduces the fiscal cost figures presented in this paper, including these
individuals is beyond the scope of the current analysis. (On the other hand, the fiscal analysis of retirement
years includes all current adult unlawful immigrants.)
There were some 1.1 million U.S.-born adult citizens and lawful immigrants residing in unlawful immigrant households in 2010, and they represent 8 percent of the persons in those households. These individuals were excluded from the analysis. They are not included in the demographic information on unlawful
immigrant households; the benefits they receive and taxes they paid were not included in the fiscal analysis.
Exclusion or inclusion of these individuals makes little difference in the fiscal balance of unlawful immigrant
households.

Undercount of Unlawful Immigrant Households

The Department of Homeland Security (DHS) assumes that approximately one in 10 unlawful immigrants
(1.15 million persons) do not appear in Census records. The Heritage Foundation analysis assumes that the
fiscal balance and demography of this undercounted population is similar to the unlawful immigrant population appearing in the CPS.
To adjust for the undercounted population, the number of unlawful immigrant households in the analysis
was increased from 3.44 million households (which appear in the CPS) to 3.79 million. Aggregate government
benefits and taxes are assumed to increase in the same proportion as the number of households so that the
average fiscal cost per unlawful immigrant household was unaffected.
Unless otherwise noted, aggregate fiscal figures for unlawful immigrant households appearing in this
paper have been increased to include the undercounted unlawful immigrant households. It is quite possible
that the number of uncounted unlawful immigrants residing in the U.S. exceeds 1.15 million.

Data Sources

Data on federal expenditures were taken from Office of Management and Budget, Budget of the United
States Government, Fiscal Year 2013: Historical Tables, Table 3.2.67
Data on federal taxes and revenues were taken from Office of Management and Budget, Budget of the United
States Government, Fiscal Year 2012: Analytical Perspectives, p. 220, Table 15.5.68
State and local aggregate expenditures and revenue data were taken from the U.S. Census Bureau’s “State
and Local Government Finances Summary: 2010,” Appendix, p. 6, Table A-1.69
Additional information on state and local spending categories was taken from U.S. Census Bureau, Federal,
State, and Local Governments: 1992 Government Finance and Employment Classification Manual.70
Data on state and local pension funds are from U.S. Census Bureau, 2010 Annual Survey of Public Pensions:
State & Local Data, Table 1, “National Summary of State and Local Public-Employee Retirement System
Finances, Fiscal Year 2010.”
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Data on the distribution of benefits and distribution of some taxes were taken from the U.S. Census
Bureau’s Current Population Survey of March 2011 (which covers 2010).71 Additional data on public school
attendance were taken from the October 2010 CPS.72 Data on household expenditure were taken from the
Bureau of Labor Statistics Consumer Expenditure Survey (CEX) for 2010.73
Data on state spending on Medicaid are drawn from Centers for Medicare and Medicaid Services, Office of
the Actuary, 2010 Actuarial Report on the Financial Outlook for Medicaid.74
Detailed information on means-tested spending was taken from Congressional Research Service, “Cash
and Noncash Benefits for Persons with Limited Income: Eligibility Rules, Recipient and Expenditure Data,
FY 2002–FY 2004.” This report provides important information on state and local means-tested expenditures from states’ and localities’ own financial resources as distinct from expenditures funded by federal
grants in aid.75 FY 2010 data were taken from Office of Management and Budget, Budget of the United States
Government, Fiscal Year 2012: Appendix. These data are summarized in Robert Rector’s testimony before the
Budget Committee of the United States House of Representatives on May 3, 2012, “Examining the Meanstested Welfare State: 79 Programs and $927 Billion in Annual Spending.”76
Data on Medicaid expenditures for different recipient categories were taken from the Medicaid Statistical
Information System (MSIS) as published in Table 13.24, “Medicare & Medicaid Statistical Supplement,” 2010
Edition.77 Data on Medicaid expenditures in institutional long-term care facilities were taken from “Medicare
& Medicaid Statistical Supplement,” 2011 Edition.78
Data on the education levels of elderly persons in institutional long-term care facilities were taken from
the National Long Term-Care Survey (NLTCS).79 Data on the number of individuals residing in nursing
homes in the average month and the number of Medicaid recipients in nursing homes were taken from the
2004 National Nursing Home Survey (NNHS).
Data on household financial assets based on the age and education level of the household were taken from
the 2010 Survey of Consumer Finance.80
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Appendix B: Identifying Unlawful Immigrants in the CPS
The Department of Homeland Security estimates that there were 11.5 million foreign-born persons residing unlawfully in the U.S. in January 2011.81 These estimates are based on the fact that the number of foreignborn persons appearing in U.S. Census surveys is considerably greater than the number of foreign-born persons who are permitted to reside legally in the U.S., according to immigration records.
For example, in January 2011, some 31.95 million foreign-born persons (who entered the country after
1980) appeared in the annual Census survey, but the actual number of corresponding lawful foreign-born residents in that year (according to government administrative records) was only 21.6 million.82 DHS estimates
that the difference—some 10.35 million foreign-born persons appearing in the Census American Community
Survey (ACS)—is made up of unauthorized or unlawful residents. DHS further estimates that an additional
1.15 million unlawful immigrants resided in the U.S. but did not appear in the Census survey, for a total of 11.5
million unlawful residents.83
DHS employs a “residual” method to determine the characteristics of the unlawful immigrant population.
First, immigration records are used to determine the gender, age, country of origin, and time of entry of all
foreign-born lawful residents. Foreign-born persons with these characteristics are subtracted from the total
foreign-born population in Census records; the leftover or “residual” foreign-born population is assumed to
be unlawful. This procedure enables DHS to estimate the age, gender, country of origin, date of entry, and
current U.S. state of residence of the unlawful immigrant population in the U.S.
The current Heritage Foundation study uses the Department of Homeland Security reports on the characteristics of unlawful immigrants to identify in the Current Population Survey (CPS) of the U.S. Census a
population of foreign-born persons who have a very high probability of being unlawful immigrants. (The CPS
is used in place of the similar ACS because it has more detailed income and benefit information.)84 The procedures used to select unlawful immigrants within the CPS included the following.
■■

■■

■■

■■

■■

■■

■■

■■

The unlawful immigrant population identified in the CPS was matched as closely as possible to the age,
gender, country of origin, date of entry, and state of residence of the unlawful immigrant population identified by DHS.
Foreign-born persons who were current or former members of the armed forces of the U.S. or current
employees of federal, state, and local governments were assumed to be lawful residents.
Since it is unlawful for unlawful immigrants to receive government benefits such as Social Security,
Supplemental Security Income, Medicare, and Medicaid, individuals reporting personal enrollment in
these programs were assumed to be lawful.
Immigrant heads of households residing in public or subsidized housing were assumed to be lawful,
although other members in the household might be unlawful immigrants.
Principles of consistency were applied within families; for example, children of lawful residents were
assumed to be lawful.
Since a U.S. citizen can obtain lawful resident status for a spouse, the foreign-born spouses of U.S citizens
were assumed to be lawful.
Foreign-born persons in occupations that involve high levels of professional regulation and legal credentialing, such as doctors, pharmacists, lawyers, and nurse practitioners, were assumed to be lawful.
Under immigration law, virtually all Cuban immigrants will be lawful; all Cuban immigrants in the CPS
were therefore assumed to be lawful.
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■■

Unlawful immigrants were assumed to be slightly less likely to own a home and to have slightly lower
incomes than lawful immigrants with matching characteristics.

The end result of these procedures was to produce an estimated unlawful immigrant population that
matched the Department of Homeland Security figures as closely as possible across a range of variables. A
comparison of Heritage Foundation and DHS figures is provided in Appendix Table A1.
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Appendix C: Calculating Aggregate Federal, State, and Local Spending
Aggregate federal expenditures at the subfunction level were taken from Budget of the United States
Government, Fiscal Year 2013: Historical Tables. These data are presented in Appendix Table 2. State and local
aggregate expenditures were based on data from the U.S. Census Bureau survey of government.
Two modifications were necessary to yield an estimate of the overall combined spending for federal, state,
and local government. First, some $608 billion in state and local spending is financed by grants-in-aid from
the federal government. Since these funds are counted as federal expenditures, recording them again as state
and local expenditure would constitute a double count. Consequently, federal grants-in-aid were deducted
from the appropriate categories of state and local spending.
A second modification involves the treatment of market-like user fees and charges at the state and local
levels. These transactions involve direct payment of a fee in exchange for a government service: for example,
payment of an entry fee at a park. User fees are described in the federal budget in the following manner:
In addition to collecting taxes…the Federal Government collects income from the public from market-oriented activities and the financing of regulatory expenses. These collections are classified as user charges,
and they include the sale of postage stamps and electricity, charges for admittance to national parks, premiums for deposit insurance, and proceeds from the sale of assets, such as rents and royalties for the right to
extract oil from the Outer Continental Shelf.85

In the federal budget, user fees are not counted as revenue, and the government services financed by user
fees are not included in the count of government expenditures. As the Office of Management and Budget
states:
[User charges] are subtracted from gross outlays rather than added to taxes on the receipts side of the budget. The purpose of this treatment is to produce budget totals for receipts, outlays, and budget authority in
terms of the amount of resources allocated governmentally, through collective political choice, rather than
through the market.86

In contrast, Census tabulations of state and local government finances include user fees as revenue and
also include the cost of the service provided for the fee as an expenditure.87 The most prominent user fees
treated in this manner by the Census are household payments to public utilities for water, power, and sanitation services.
But market-like user fee payments of this type do not involve a transfer of resources from one group to
another or from one household to another. In addition, government user fee transactions do not alter the
net fiscal deficit or surplus of any household (defined as the cost of total government benefits and services
received minus total taxes and revenues paid) because each dollar in services received will be matched by
one dollar of fees paid. Finally, determining who has paid a user fee and received the corresponding service
is very difficult.
For these reasons, this paper has applied the federal accounting principle of excluding most user fees from
revenue tallies, as well as excluding the services funded by the fees from the count of expenditures, to state
and local government finances. This means that user charges and fees were removed from both the revenue
and expenditure tallies for state and local government. As noted, the inclusion or exclusion of these user fees
has no effect on the fiscal deficit figures for unlawful immigrant households or any other group presented in
this paper.
Appendix Tables A3, A4, and A5 show the deductions of federal grant-in-aid and user fee expenditures that
yielded the state and local expenditure totals used in this analysis.
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Appendix D: Estimating the Allocation of Government
Benefits and Taxes
This appendix describes the way specific benefits and taxes were allocated among households.

Estimating Government Benefits

In most cases, the dollar cost of direct and means-tested benefits received by unlawful immigrant households and other households was estimated by the dollar cost of benefits received as reported in the Census
Bureau’s Current Population Survey.
Underreporting of Benefits. One problem with this approach is that the CPS underreports receipt of
most government benefits. This means that the aggregate dollar cost of benefits for a particular program as
reported in the CPS is generally less than the actual program expenditures according to government budgetary data.
To be accurate, any fiscal analysis must adjust for the underreporting of benefits. This has been done in
prior studies; for example, the National Research Council’s study of the fiscal costs of immigration, The New
Americans, made a similar adjustment for such underreporting.88
The current analysis adjusts for underreporting in the CPS with a simple mathematical procedure that
increases overall spending on any given program to equal actual aggregate spending levels and increases the
household benefits reported in the CPS for each category of households in an equal proportion. For example,
the equation for lawful immigrant households would be:
Etx = total expenditures for program x reported in the CPS;
Elx = expenditures for program x for lawful immigrant households reported in the CPS;
Ebx = total expenditures for program x according to independent budgetary sources; and
Hl = number of lawful immigrant households in the CPS.
The share of expenditures received by lawful immigrant households as reported in the CPS would equal
Elx/Etx; the actual expenditures allocated to lawful immigrant households would be estimated to equal (Elx/
Etx) times Ebx; and the average benefit per household from the program received by lawful immigrant households would equal (Elx/Etx) times (Ebx /Hl).
For example, if the CPS reported that lawful immigrant households received 10 percent of food stamp
benefits and the total expenditures on food stamps according to budgetary data were $20 billion, lawful
immigrant households would be estimated to receive $2 billion in food stamp benefits. If there were 4 million
lawful immigrant households, the average food stamp benefit per lawful household would equal $2 billion
divided by 4 million households, or $500.
The key assumption behind this underreporting adjustment procedure is that non-immigrant, lawful
immigrant, and unlawful immigrant households underreport receipt of welfare and other government benefits at roughly the same rate. For example, if receipt of food stamps is underreported by 15 percent in the CPS
for the overall population, the adjustment procedure assumes that each of the subgroups of non-immigrant,
lawful immigrant, and unlawful immigrant households in the CPS would underreport food stamp receipt by
15 percent. The average level of food stamp benefits among each group of households as reported in the CPS is
then adjusted upward by this ratio to compensate for the underreporting.89
This is a conservative assumption with respect to unlawful immigrant households, since those households
might have a higher tendency to underreport benefits, particularly if the benefit was obtained unlawfully.
However, since there is no evidence to suggest that unlawful immigrant households underreport government
benefits to the Census at a rate different from that of the general population, this procedure appears to be
valid as an estimating technique.
Education Expenditures. The average cost of public education services was calculated in a somewhat
different manner since the CPS reports whether an individual is enrolled in a public school but does not
report the cost of education services provided.90 Consequently, data from the Census survey of governments
were used to calculate the average cost of public primary and secondary education per pupil in each state.91
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Pupil attendance data were obtained from the October 2010 CPS. The total governmental cost of primary and secondary schooling for each household was then estimated by multiplying the number of enrolled
pupils in the household by the average cost per pupil in the state where the household resides. This procedure
yielded estimates of total public primary and secondary education costs for non-immigrant and immigrant
households in each demographic group in the CPS and for the whole CPS population.
Average costs of public post-secondary education per pupil were developed in the same manner. To determine the aggregate public cost of public post-secondary education, all tuition payments were deducted from
the state and local expenditure totals. Figures on college attendance were taken from the March 2011 CPS.
Medicare Expenditures. There is often confusion concerning the calculation of the cost of Medicare
benefits by the Census. The Census makes no effort to determine the costs of medical treatments given to a
particular person. Instead, it calculates the average cost of Medicare benefits per recipient and assigns that
cost to each person in the CPS who reports Medicare enrollment.
The current analysis allocated Medicare spending among households according to the share of Medicare
spending assigned to the household in the CPS. The analysis adjusted for underreporting of Medicare with
the same procedures used for other direct benefits.
Medicaid Expenditures. As with Medicare, the Census makes no effort to record the costs of specific
medical treatments given to a particular person under the Medicaid program. Instead, it calculates the average cost of Medicaid benefits per person for a particular demographic/beneficiary group. For example, per
capita Medicaid costs for children are very different from those for the elderly. The Census assigns the appropriate per capita Medicaid costs to each individual who reports coverage in the CPS according to the individual’s beneficiary class: for example, elderly, children, non-elderly able-bodied adults, and disabled adults.92
In the analysis, Medicaid spending was divided into three categories: Medicaid benefits for persons in the
general population, Medicaid spending on elderly and non-elderly persons in nursing homes and other longterm care facilities, and disproportionate share hospital (DSH) payments.
■■

■■

Medicaid Benefits Among Persons in the General Population. Data from the Medicaid Statistical
Information System (MSIS) were used to determine aggregate Medicaid expenditures among the general
non-institutionalized population for the following recipient categories: the elderly; non-elderly disabled
adults; non-disabled, non-elderly adults; and youth under 18. The aggregate expenditures for each recipient category were then allocated among households according each household’s reported share of the relevant benefits in the CPS.
Medicaid Benefits Among Elderly Persons in Nursing Homes and Other Long-term Care
Facilities.93 MSIS data and other data sources were used to determine the aggregate Medicaid spending
going to elderly persons in nursing homes.94 These Medicaid institutional expenditures were then allocated among eight major demographic groups: non-immigrant households headed by individuals without a high school diploma, non-immigrant households headed by high school graduates, non-immigrant
households headed by persons with some college, non-immigrant households headed by college graduates,
immigrant households headed by individuals without a high school diploma, immigrant households headed by high school graduates, immigrant households headed by persons with some college, and immigrant
households headed by college graduates.
The share of Medicaid spending on the elderly in institutions was assumed to equal the share of Medicaid
spending on the elderly in the non-institutional population for each of the eight groups. The analysis
assumed there were no elderly unlawful immigrants receiving Medicaid in nursing homes.

■■
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Medicaid Benefits Among Non-elderly Disabled Adults in Nursing Homes and Other Long-term
Care Facilities. MSIS data were used to determine aggregate Medicaid spending on non-elderly disabled
persons in nursing homes and other long-term care institutions. This spending was then allocated among
the eight major demographic groups using the same procedures outlined in the proceeding section. (The
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same process was then applied to non-disabled non-elderly adults and persons under age 18, although
there are relatively few such persons in long-term care.) Critically, the analysis assumed there were no
unlawful immigrants of any type receiving Medicaid in nursing homes.
■■

Medicaid Disproportionate Share Hospital (DSH) Spending. Allocation of this spending is discussed
in Appendix E.

Other Means-Tested Aid. Altogether, the federal government operates over 80 different means-tested
aid programs. The CPS contains data on household utilization of 11 of the largest programs, which cover 93
percent of overall means-tested spending, but provides no data on the smaller programs.
Allocation of benefits from the remaining means-tested programs was estimated in the following manner.
First, the share of reported total spending for the 11 means-tested programs covered by the CPS that goes to
unlawful immigrant households was determined. Second, these households were assumed to receive a share
of the means-tested benefits from the remaining unreported programs equal to their share of all expenditures on the reported means-tested programs in the CPS.
Affordable Care Act/Obamacare. The analysis estimated the benefits that would be provided from the
Affordable Care Act during the full implementation phase of amnesty. Since the ACA subsidies are not currently available, these prospective benefits had to be calculated and imputed to households that lack medical
insurance. The ACA will provide premium subsidies and cost-sharing subsidies through health care exchanges to households with incomes between 138 percent and 400 percent of poverty. Households with incomes
between 138 percent of poverty and 100 percent of poverty may either participate in the exchanges or receive
Medicaid.
The analysis used the formulas in the law to calculate premium and cost-sharing subsidies for each uninsured household. The Heritage analysis was designed to match cost estimates provided by the Congressional
Budget Office (CBO) for 2017.95 The CBO predicts that 33 million persons will receive either health exchange
subsidies or expanded Medicaid coverage under the Affordable Care Act in 2017. All of these would be lawful residents. The Heritage Foundation analysis also estimates that 33 million lawful residents would receive
ACA benefits in 2017. About 40 percent of total U.S. recipients of ACA benefits would participate in expanded
Medicaid, and 60 percent would receive exchange subsidies.96
In addition, if amnesty were enacted, an additional 5.3 million unlawful immigrants would enroll in
Obamacare; of these, 4.3 million would reside in unlawful immigrant households. Altogether, 5.4 million
individuals residing in former unlawful immigrant households would receive benefits from ACA during the
full amnesty period; 1.1 million of these would be U.S.-born children of unlawful immigrant parents.97
According to the Heritage Foundation model of the ACA, premium and cost-sharing subsidies per enrollee would be $5,695 in 2016. The CBO estimate is $5,570 per enrollee in 2017. The cost of new enrollees in
Medicaid was set at the average Medicaid cost per beneficiary for each eligibility group in 2010. Former
unlawful immigrants were assumed to have Medicaid expenses per beneficiary at 85 percent of normal costs.
Criminal Justice Expenditures. Expenditures for police, corrections, and the courts can be allocated
in two ways. First, they can be allocated according to the number of persons protected from criminal activity.
The elderly, for example, commit very little crime but require police services to protect themselves from the
criminal activity of others. In general, the cost of police protection will expand in proportion to increases in
the number of persons protected. Viewed in that light, the cost of criminal justice could be allocated evenly
on a per capita or per household basis.
Alternatively, the costs of police protection could be allocated among groups according to their comparative threat of criminal activity. This seems reasonable because groups that have high levels of criminal activity cause other members of the community to demand higher levels of expenditure to protect themselves.
Viewed in this light, criminal justice costs could be allocated among groups according to the relative number of criminal offenses committed. The current analysis has followed the former approach; criminal justice
costs were apportioned on a per capita basis.
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Some might object to this procedure because they believe unlawful immigrants have low rates of criminal
activity. The question then arises whether unlawful immigrants have abnormally high or low rates of criminal activity.
Information on this point is available from the State Criminal Alien Assistance Program (SCAAP), which
provides federal reimbursement to state and local governments for the costs of incarcerating unlawful aliens
in state and local jails. While unlawful immigrants are less than 4 percent of the U.S. population, SCAAP
data show that 5 percent of inmates in state prisons and 6 percent of inmates in local jails are unlawful immigrants.98 State and local governments rarely, if ever, incarcerate immigrants merely for violation of U.S. immigration law; instead, unlawful immigrants are incarcerated for standard criminal offenses such as assault,
robbery, burglary, homicide, and drug crimes.99
The SCAAP data indicate that unlawful aliens may commit disproportionately higher levels of crime in
the U.S. The present analysis, by conservatively estimating the criminal justice costs of unlawful immigrant
households to be proportionate to their share of the population in the U.S, probably underestimates the actual criminal justice costs of unlawful immigration.
Population-Based Services. Wherever possible, the analysis allocated the cost of population-based services among households in proportion to their estimated utilization of those services, which was calculated from their share of expenditures for the service in the CPS.100 For example, use of highways and roads
was allocated among households in proportion to their share of gasoline expenditures reported in the CEX.
Airport, public transport, water, and electric services were allocated in proportion to expenditures on those
items in the CEX; in these cases, the subsidized portion of the service was assumed to be proportionate to the
fees paid for the service.
The procedures used to combine CEX and CPS data are discussed under sales taxes, below. When an estimate of proportionate utilization was not possible, the cost of population-based services was generally allocated on a uniform per capita basis.
General Government/Administrative Support Functions at the Federal Level. This category consists of administrative services in support of other government functions. It includes tax and revenue collection, budgeting, central administration, and legislative functions. The analysis followed the National
Research Council’s framework in treating these costs as private, population-based services that should be
assigned to households.101
Allocation of the costs of general government services, such as tax collection, presents difficulties since no
one appears to benefit directly from those services. Most taxpayers would regard IRS collection activities as
a burden, not a benefit. However, while government administrative functions per se do not benefit the public,
they do provide a necessary foundation that makes all other government benefit and service programs possible. A household that receives food stamp benefits, for example, could not receive those benefits unless the
IRS had collected the tax revenue to fund the program in the first place.
Since the purpose of the administrative support functions is to sustain other government programs,
the costs of administrative services were allocated according to the share of overall federal direct benefits,
means-tested benefits, education, and population-based services received by a household.
By contrast, administrative costs in support of pure public goods were not assigned to households. In FY
2010, some 27 percent of total federal spending was allocated to pure public good functions. Therefore, the
analysis assumed that 27 percent of federal general government and administrative support spending supported pure public good functions. These costs were excluded from the fiscal analysis. A further 5 percent of
administrative costs were assumed to be fixed costs that would not expand or contract in response to changes
in the population served; these costs were not assigned to households.
General Government/Administrative Support Functions at the State and Local Levels. These functions include tax and revenue collection, budgeting, central administration, trust fund and lottery administration, and legislative functions. Like federal administrative costs, these costs were allocated according to
the share of overall state and local direct benefits, means-tested benefits, education, and population-based
services received by a household. Five percent of overall administrative costs were assumed to be fixed; these
costs, along with support functions for public goods services, were not allocated to households.
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Financial Obligations Relating to Past Government Activities. Year by year, throughout most of the
post–World War II period, U.S. taxpayers have not paid for the full cost of benefits and services provided by
government. A portion of annual costs is passed on to future years through borrowing and through the retirement costs of former government employees. Current interest payments on government debt are therefore
fixed by past government borrowing; current government employee retirement costs are based on past hiring.
An immigrant’s entry into the U.S. does not cause these payments to increase. For that reason, they have
been excluded from the fiscal analysis presented in this paper. This is consistent with methods employed by
the National Research Council in The New Americans.102
Pure Public Goods. Government pure public goods include expenditures on defense, veterans, international affairs, and scientific research and part of spending on the environment, as well as debt obligations
relating to past public good spending. An immigrant’s entry into the U.S. does not increase these costs or
diminish the utility of public goods spending for other taxpayers. Therefore, these costs have been excluded
from the fiscal analysis in this paper. This is consistent with methods employed by the National Research
Council in The New Americans.103

Estimating the Distribution of Taxes

The distribution of federal and state income taxes was calculated from CPS data. The Census imputes
income tax payments into the CPS based on a household’s income and demographic characteristics and the
appropriate federal and state tax rules. However, since income is underreported in the CPS, imputed taxes
will also be too low. Thus, the imputed tax payments in the CPS were adjusted to equal the aggregate income
tax revenues reported in government budgetary documents. Federal revenue totals were taken from Budget
of the United States Government, Fiscal Year 2011: Analytical Perspectives. State and local tax and revenue data
were taken from the U.S. Census survey of governments.
The procedures for adjusting for the underreporting of income taxes were the same as those used to adjust
for underreporting of expenditures. For example, for lawful immigrant households’ federal income tax payments, let:
Tt = total income tax reported in the CPS;
Tl = total income tax for lawful immigrant households reported in the CPS;
Tb = total income tax according to independent budgetary sources; and
Hl = number of lawful immigrant households in the CPS.
The share of taxes paid by lawful immigrant households as reported in the CPS would equal Tl /Tt; the
actual expenditures allocated to lawful immigrant households would be estimated to equal (Tl /Tt ) times Tb;
and the average paid per lawful immigrant household would equal (Tl /Tt ) times (Tb/Hl).
State income taxes were adjusted for underreporting according to the same formula.
FICA Taxes. Employees were assumed to pay both the “employee” and “employer” share of FICA taxes.
Allocation of FICA taxes was estimated based on the distribution reported in the CPS, adjusted for underreporting in the manner described above. Fees for unemployment insurance and workers’ compensation were
assumed to be borne fully by the worker and were allocated according to the distribution of earnings in the
CPS. FICA taxes were adjusted to equal the actual tax totals from budgetary sources with the same methods
employed for income taxes.
Corporate Profits Tax. The incidence of federal and state corporate profits tax was assumed to fall 50
percent on workers and 50 percent on owners of capital. The workers’ share was allocated according to the
distribution of earnings in the CPS; the owners’ share was allocated among households according to each
household’s estimated share of financial assets.
Sales and Excise Taxes. These taxes are assumed to be paid entirely by consumers. The share paid by
each household was assumed to be proportionate to its share of the consumption of goods and services.
In order to estimate consumption, the analysis combined CPS income data with consumption data from
the Consumer Expenditure Survey in the following manner. First, for each of the four main demographic
groups in the analysis (based on the education level of the head of household), the share of income allocated to
total consumption was calculated within the CEX data base. The share of income allocated to specific items
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such as tobacco and gasoline was then calculated. These specific consumption-to-income ratios were then
applied to the CPS income data for each group to determine the group’s share of consumption of a specific
item.
This same procedure was then applied to each of the household subcategories presented in the paper. Each
group’s share of consumption of an item was assumed to equal its share of the sales or excise tax on the item.
For example, lawful immigrant households headed by persons without a high school diploma had 1 percent
of total alcohol consumption and were therefore assumed to pay 1 percent of the excise taxes on alcohol.
Although specific calculations were performed for 11 different sales and excise taxes, in most cases, a group’s
estimated share of tax paid closely matched its estimated share of overall consumer expenditures.
Property Taxes. The Tax Foundation calculates that in 2010, 56 percent of property tax was paid for
commercial property and 44 percent for residential property.104 The Heritage Foundation analysis assumes
that the property tax on commercial property was split equally between owners and consumers. The owners’
share of tax was allocated among households according to the households’ estimated share of financial assets.
The tax paid by consumers was allocated among households in proportion to their share of total consumer
expenditures. (See sales tax, above.)
The analysis further assumes that 35 percent of total property taxes fell on owner-occupied residences
and 9 percent on rented residences.105 The tax on owner-occupied residences was allocated among households according to the share of property tax payments reported in the CPS. The property tax on rented homes
or apartments was assumed to be split evenly between owners and renters. The renter share was allocated
among households according to their share of rental payments reported in the CEX. The owner share was
allocated among households according to their estimated share of financial assets.
Federal Highway Trust Fund Taxes. This tax was assumed to fall half on the private owners of motor
vehicles and half on businesses.106 The business share was further assumed to fall half on consumers and half
on owners. Thus, overall, the tax was assumed to fall 50 percent on private motor vehicle operators, 25 percent on consumers, and 25 percent on owners of businesses.
The portion of the tax paid by private motor vehicle operators was allocated among households in proportion to the household’s share of gasoline consumption as estimated from the CEX. The consumer portion of
the tax was allocated among households according to the household’s estimated share of total consumption
based on the CEX. (See sales tax, above.) The portion of the tax paid by owners was allocated among households according to their estimated share of financial assets.
State Lottery Receipts. An important source of government revenue paid by households headed by persons without a high school diploma is the purchase of state lottery tickets. A major study of the sale of state
lottery tickets to different socioeconomic groups shows that per capita spending on state lottery tickets by
adults without a high school diploma was twice that of other adults.107 In the present analysis, lottery spending per adult in households headed by persons without a high school diploma was assumed to be double the
purchase rate of adults in the general population.
Earnings on Investments Held in Employee Retirement Trust Funds. These state and local revenues represent the property income received by government trust funds as owners of capital. These earnings
are not taxes and cannot be allocated among households.
State and Local Interest Earnings and Earnings from the Sale of Property. These revenues represent the property income received by government as owner of capital and other property. These earnings are
not taxes and cannot be allocated among households.
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Appendix E: Modified Estimating Procedures for
Unlawful Immigrant Households
Some of the estimating procedures described above were modified for unlawful immigrant households.
First, all adult U.S. citizens and adult lawful immigrants who resided within unlawful immigrant households
were removed from the analysis of those households; benefits and taxes were reduced accordingly.
The earnings and property income of these excluded individuals was deducted from household income,
resulting in an automatic matching reduction in all income and property-related taxes. The total income of
the excluded individuals was deducted from household total income. This change reduced the estimated consumer expenditures in the household and thereby reduced all relevant sales and consumption taxes as well as
government benefit estimates linked to consumption. Direct, means-tested benefits and Obamacare benefits
received by these individuals were excluded from the analysis. Public housing and food stamp subsidies were
reduced pro rata in affected households. The excluded individuals were removed from the count of persons in
unlawful immigrant households, thereby modifying any calculation based on shares of population.
With respect to labor-related taxes, the analysis assumed that 45 percent of unlawful immigrant earnings
was paid “off the books.” The CPS imputes federal income taxes, state income taxes, and FICA taxes based
on reported earnings, but these taxes are obviously not paid on “off the books” employment. Therefore, the
analysis reduced the levels of income and FICA tax reported in the CPS by 45 percent for unlawful immigrant
households under the current-law scenarios. Unemployment insurance fees and workers’ compensation fees
were reduced by the same amount.
Unlawful immigrant households were assumed to use motor vehicles, roads, and highways less than lawful households with the same income level. Motor vehicle license fees for unlawful immigrant households
were therefore cut to 33 percent of normal values; gasoline and highway taxes for personal auto use were
reduced to 50 percent of normal levels. Unlawful immigrants were assumed not to use airports; airport fees
paid were therefore set at zero.
Government benefit levels were also modified for unlawful immigrant households. The CPS imputes
refundable payments of the Earned Income Tax Credit and Additional Child Tax Credit as a percentage of
family income. Since unlawful immigrants cannot receive these benefits, these benefits were set at zero
under current law.
Unlawful immigrant households were assumed to use roads, highways, parks, libraries, and general health
services less than comparable lawful immigrant and non-immigrant families. To adjust for this, the analysis
reduced the unlawful immigrant use of roads and highways to 50 percent of normal rates; parks, recreation,
and libraries to 75 percent of normal rates; and general health care to 15 percent of normal rates.
Unlawful immigrants can receive health care funded through Medicaid disproportionate share hospital
(DSH) payments and community health center programs. Determining spending on unlawful immigrants
through these programs is difficult. According to a key study in Health Affairs, adult unlawful immigrants
(aged 18–64) nationwide were estimated to have received about $1.1 billion in publicly funded medical care in
2000.108 Since these individuals cannot enroll in programs such as Medicaid and Medicare, most of this care
would have occurred through DSH and community clinics. Adjusting the $1.1 billion spending figure to 2010
levels would result in roughly $2 billion in expenditure. Additional public funds would have been spent on
unlawful immigrant elderly and children.
Following the estimates in the Health Affairs study, the Heritage Foundation analysis assumes that expenditures on unlawful immigrants through DHS payments and community health centers was around $3 billion in 2010, or roughly 15 percent of total spending in these programs. The share of remaining spending was
allocated to other groups in proportion to their general receipt of means-tested welfare.
There is evidence that immigrants enrolled in the Medicaid and Children’s Health Insurance (CHIP) program have lower costs per beneficiary than non-immigrants. A study by the Cato Institute reports that the
costs per beneficiary of immigrant adults in Medicaid is 25 percent lower than the cost for non-immigrant
adults. The same study shows that the cost per beneficiary for immigrant children in Medicaid is more than
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50 percent lower than the cost for non-immigrant children.109 On the other hand, medical costs for the foreign-born elderly do not appear to be noticeably lower than the costs for the U.S.-born elderly.110
The Medicaid costs imputed into the CPS by the Census do not vary by immigration status. The present
analysis has therefore reduced the CPS imputed Medicaid costs for immigrant children in the Medicaid
and CHIP programs by 50 percent in the “current law” analysis. CHIP costs were reduced by the same
amount. The differences between immigrants and non-immigrants with respect to medical services seem
to be a result of differences in access and social attitudes toward medical use. These differences are likely
to diminish after amnesty; therefore, immigrant children were assumed to use 25 percent less medical
service per beneficiary during the interim period and 20 percent less during the full amnesty period when
compared to non-immigrants.
Unlawful immigrant adults would not receive Medicaid benefits under current law or during the interim
period. In the full amnesty period, the analysis assumes that the immigrant/non-immigrant difference would
have diminished slightly; during the full amnesty period, non-disabled adults who were formerly unlawful
immigrants are assumed to receive normal Medicaid benefits that are 15 percent lower than those received
by similar non-immigrants during the full amnesty period.

Changes in Algorithms for Calculation of Benefits
and Taxes During the Interim Period

The following changes were made to calculate the benefits received and taxes paid by former unlawful
immigrant households during the interim amnesty period. (Benefits and taxes not listed remained the same
as under current law.)

Government Benefits and Services
■■

■■

■■

■■

■■

■■

■■

■■
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Social Security disability and survivor benefits per household were raised from zero to 33 percent of the
level of lawful immigrant households with comparable education levels.
Medicare benefits for Old-Age, Survivor, and Disability Insurance (OASDI) recipients were raised from
zero to 33 percent of the level of lawful immigrant households with comparable education levels.
Unemployment insurance benefits were raised to the level of lawful immigrant households with comparable education levels and then reduced by 66 percent to reach non-recessionary levels.
Workers’ compensation benefits were raised to the level of lawful immigrant households with comparable
education levels.
The value of Medicaid benefits for children was raised to 75 percent of the normal values imputed in the
CPS. It was assumed that the difference between expenditures for immigrant and non-immigrant children would diminish over time.
Former unlawful immigrant households were assumed to use roads and highways, airports, parks, libraries, disaster relief, and general (non–means-tested) health care services at the normal rate for similar
households in the general population.
A post-recession adjustment reduced unemployment insurance by 66 percent and food stamp benefits by 25
percent. These reductions were incorporated into all post-amnesty benefit figures.
Another post-reduction adjustment reduced total means-tested benefits by 5 percent; the effects of this
adjustment appear separately in tables in the text.
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Revenues
■■

■■

■■

■■

■■

The percentage of former unlawful immigrant workers who were assumed to work on the books was raised
from 55 percent to 95 percent; federal personal income tax, state personal income tax, FICA taxes, unemployment insurance fees, and workers’ compensation fees were increased proportionately.
The worker’s share of federal and state corporate income tax was increased in direct proportion to the
increase in on-the-books employment.
Former unlawful immigrant households were assumed to use roads and highways at the same rate as
comparable households with the same incomes in the general population; highway trust fund gas taxes,
state gas taxes, and motor vehicle license fees were increased proportionately. Former unlawful immigrant households were assumed to use airports at the same rate as comparable households with the same
incomes in the general population; airport fees were increased proportionately.
Former unlawful immigrant workers were assumed to receive a 5 percent increase in earnings as a
result of amnesty; total taxes paid per household were therefore increased by 5 percent.
It is possible that the recession in 2010 reduced incomes and tax revenues in unlawful immigrant households by 5 percent. A post-recession adjustment was applied raising the total taxes paid by unlawful immigrant households by 5 percent in future years; this adjustment appears separately in the text tables.

Changes in Algorithms for Calculation of Benefits and Taxes During the Full Amnesty
Period

The following changes were made to calculate the benefits received and taxes paid by former unlawful
immigrant households during the full amnesty period. (Benefits and taxes not listed remained the same as
under current law.)

Government Benefits and Services
■■

■■

■■

■■

■■

■■

■■

Social Security disability and survivor benefits per household were raised to the level of lawful immigrant
households with comparable education levels.
Medicare benefits for OASDI recipients were raised to the level of lawful immigrant households with comparable education levels.
Unemployment Insurance benefits were raised to the level of lawful immigrant households with comparable education levels.
Workers’ compensation benefits were raised to the level of lawful immigrant households with comparable
education levels.
Temporary Assistance for Needy Families benefits were raised to the level of lawful immigrant households
with comparable education levels and adjusted for differences in the number of children per household.
Supplemental Security Income benefits were raised to the level of lawful immigrant households with comparable education levels and adjusted for differences in the number of persons per household.
Food stamp benefits were raised to the level of lawful immigrant households with comparable education
levels, adjusted for differences in the number of persons per household.
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■■

Refundable Earned Income Tax Credits and Additional Child Tax Credits were set at the levels imputed by
the Census in the CPS.

■■

The value of Medicaid benefits for children was set at 75 percent of the normal values imputed in the CPS.

■■

Disproportionate share hospital expenditures were reduced by 33 percent.

■■

■■

■■

Former unlawful immigrant households were assumed to use roads and highways, airports, parks, libraries, disaster relief, and general (non–means-tested) health care services at the normal rate for similar
households in the general population.
A post-recession adjustment reduced unemployment insurance by 66 percent and food stamp benefits by
25 percent. These reductions were incorporated into all post-amnesty benefit figures.
Another post-reduction adjustment reduced total means-tested benefits by 5 percent; the effects of this
adjustment appear separately in tables in the text.

Revenues

The percentage of former unlawful immigrant workers who were assumed to work on the books was raised
from 55 percent to 95 percent; federal personal income tax, state personal income tax, FICA taxes, unemployment insurance fees, and workers’ compensation fees were increased proportionately.
The worker’s share of federal and state corporate income tax was increased in direct proportion to the
increase in on-the-books employment.
Former unlawful immigrant households were assumed to use roads and highways at the same rate as comparable households with the same incomes in the general population; highway trust fund gas taxes, state gas
taxes, and motor vehicle license fees were increased proportionately.
Former unlawful immigrant households were assumed to use airports at the same rate as comparable
households with the same incomes in the general population; airport fees were increased proportionately.
Former unlawful immigrant workers were assumed to receive a 5 percent increase in earnings as a result
of amnesty; total taxes paid per household were therefore increased by 5 percent.
It is possible that the recession in 2010 reduced incomes and tax revenues in unlawful immigrant households by 5 percent. A post-recession adjustment was applied raising the total taxes paid by unlawful immigrant households by 5 percent in future years; this adjustment appears separately in the text tables.

Estimating the Aggregate Lifetime Fiscal Deficit for Unlawful Immigrant Households
After Amnesty

The estimate of the lifetime fiscal cost of unlawful immigrant households was based on the following
assumptions. The estimates assume that amnesty is enacted in 2013.
■■

■■

■■

56

The number of former unlawful immigrant households was assumed to decline year by year after amnesty
according to standard mortality tables.
Five percent of the households were assumed to emigrate. The emigration was assumed to be spread evenly over the first 30 years after amnesty.
For the first 13 years after amnesty, the annual cumulative deficit would equal the deficit per household for
the interim period with post-recession adjustments (as shown in Table 8 in the text) times the remaining
number of households.
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■■

■■

■■

■■

■■

Starting in the 14th year after amnesty, the annual cumulative deficit was assumed to equal the deficit per
household during the full amnesty period with post-recession adjustments (shown in Table 8 in the text)
times the remaining number of households.
Thirty-three years after amnesty, the median-aged householder (among the former unlawful immigrant
households) would reach retirement age (age 67). Starting in that year, all unlawful immigrants were
assumed to begin receiving retirement benefits. Obviously, half of the householders would reach age 67
before this year and half would reach it later. Using individual ages rather than the median age to determine retirement would be more precise but would affect the overall figures only slightly.
The retirement phase of amnesty begins in 2046. In the retirement phase, fiscal costs are based on individuals, not households. The costs are based on the total number of adult unlawful immigrants in 2010
(10.1 million), not just those residing in households with unlawful immigrant heads in 2010. Five percent of these unlawful immigrants are assumed to emigrate before retirement, and the number is further reduced by natural mortality rates. Some 8.8 million are assumed to be alive and in the U.S. in 2046.
The annual cumulative deficit is assumed to equal the per-person deficit for former unlawful immigrants
over 65 (shown in text table 10) times the surviving number of individuals. In subsequent years, the number of surviving individuals is reduced by standard mortality rates, and the cumulative deficit is reduced
accordingly.
Amnesty recipients are assumed to bring some 1.5 million parents to the U.S. as legal permanent residents,
resulting in a net added cost of $260 billion. These costs are added to the lifetime total figure.
The lifetime fiscal cost figure is in 2010 dollars.
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Appendix F: Other Methodological Issues
Use of 2010 as the Base Year

The fiscal analysis in this paper uses data from 2010, which was a recession year. In a recession year, tax
payments by unlawful immigrant households might have been lower, and government benefits might have
been higher, than normal. This would artificially increase the average household fiscal deficit and bias the
estimates of future deficits upward.
The analysis presented in Tables 7, 8, 10, 11, and 12 in the text has already adjusted for this by reducing
the estimated future use of unemployment insurance and food stamps after amnesty to compensate for the
higher levels of receipt during the recession in 2010. Beyond this, the fact that 2010 was a recession year has
a limited impact on the analysis. While the recession reduced incomes and tax revenues in the economy as
a whole, the impact on the average unlawful immigrant household was limited. It is true that gross income
in the economy dropped during the recession, but most of that decline was in interest and property income.
Overall, wages fell by only 2.3 percent between their peak in 2008 and 2010.
Unlawful immigrants have very little property income, and thus little income loss. In fact, CPS data indicate that the average income of the average unlawful immigrant household did not decline during the recession. Tax payments per household for unlawful immigrant households in 2010 were therefore not artificially
low. When unlawful immigrants cannot find employment, they may simply return to their country of origin.
This removes them from the survey data and would contribute to the stability of unlawful immigrant household income during an economic downturn.
What about welfare benefits? Welfare benefits received by lawful immigrant households in 2010 were
used to estimate future benefits for amnesty recipients. If the 2010 benefits were artificially high, this would
bias the estimates of future deficits upward. Many people believe the welfare system is like a roller coaster:
Benefits go up during a recession and fall when the recession ends. While food stamp rolls expand and contract to a degree in response to economic trends, most other welfare programs are largely unaffected by business cycles.
Chart 9 in the text shows the means-tested welfare spending for cash, food, and housing between 1965 and
2011. The figures cover the whole population and are adjusted for inflation. Covering several business cycles,
the chart reveals no roller-coaster patterns. Benefits may rise during a recession, but they do not fall when
the recession ends.
The analysis does include further post-recession adjustments to compensate for the possibility that tax
revenue from unlawful immigrants was depressed in 2010 and means-tested benefits were artificially high.
The analysis increases future tax revenues for unlawful immigrant households by 5 percent above the 2010
levels. It also reduces future estimated means-tested benefits by 5 percent. These adjustments are presented
separately in Tables 7, 8, 10, and 12 in the text. They are also incorporated into Table 11.

Aging of the Population Prior to Retirement

The average unlawful immigrant will spend 20 years in the full amnesty stage before retiring. During that
period, the composition of the household’s benefits and taxes may change, but the average household deficit
likely will vary little. The number of children in the household is likely to rise and then fall. Wages will rise
somewhat, but medical costs and subsidies will rise as well. The number of individuals receiving disability
benefits will increase significantly. Overall, the average household deficit is comparatively unchanging for
households with heads between 35 and 55.
The analysis assumes that unlawful immigrant households, as a group, will have an average deficit of
around $28,000 (in constant dollars) throughout the full amnesty period. This is a simplifying assumption
but not an unreasonable one. The unlawful immigrant population already contains adults of various ages.
The age composition of unlawful immigrant household heads and the general lack of variation in household
fiscal deficit through middle age mean that the average deficit will not vary a great deal before retirement.
However, there are two issues with respect to aging that require special consideration. The first is added
child births. An additional 3 million to 4 million children will be born to present unlawful immigrants over
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the next two decades. At first glance, these children would seem to create an extra cost that should be calculated separately. In reality, these additional children are unlikely to raise the average fiscal deficit among the
unlawful immigrant households. As new children are born, older children will mature and leave the households. Thus, the number of children within the unlawful immigrant households as a whole is likely to be fairly
stable for many years.
The second issue is wage growth. The basic analysis in this paper included a 5 percent boost in wages due
to the direct impact of legalization. However, many unlawful immigrants can be expected to have additional
wage growth over time and therefore to pay more taxes. This wage growth could take two forms: structural
and maturational.
Structural wage growth occurs between generations: for example, if college graduates in one generation
earned more than similar workers in the prior generation. Regrettably, there has been no structural wage
growth among workers with a high school degree or less for 40 years. In constant dollars, these earnings
either have remained constant or have fallen.111 Therefore, this will not be an important factor in raising the
wages of amnesty recipients.
Maturational wage growth occurs as a single worker gets older. Most workers at age 55 are more skilled
than they were at 25 and thus receive a higher wage; tax payments will increase proportionately. Historical
data show that workers with a high school degree or less may experience, on average, a 15 percent to 30 percent boost in constant-dollar wages after three decades of work.112 This wage growth will produce higher tax
payments. Thus, on the surface, one might expect to see household deficit fall as amnesty recipients get older.
But the situation is more complex than this. The unlawful immigrant population in 2010 already contained workers at various ages, so any increase in the group average wage would be less than the 15 percent
to 30 percent mentioned above. Moreover, the fiscal balance of each household is determined not by wages
alone but by the ratio of wages (and taxes) to government benefits. Older workers will tend to earn more when
employed, but they also are more likely to become ill and may leave the labor force and receive disability benefits. Obamacare for older workers will be very expensive.
The analysis in this paper already incorporates most of any anticipated maturation wage increases because
it already includes the wages of lawful and unlawful immigrant workers at various ages. More important, it
examines the fiscal deficits of households of different ages. The average fiscal deficit for lower-skill households tends to rise until ages 40–45, then fall slightly, and then rise again in retirement. This rise-fall-rise
pattern means that as a low-skill population ages, the average household deficit is unlikely to change much,
even though wages may rise slightly
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Appendix G: Pure Public Goods, Private Consumption Goods,
and Population-Based Services
Fiscal distribution analysis seeks to determine the government benefits received by a particular group
compared to taxes paid. A necessary first step in this process is to distinguish government programs that
provide “pure public goods” as opposed to “private goods.” These two types of expenditures have very different fiscal implications.
Economist Paul Samuelson is credited with being the first to develop the theory of public goods. In his seminal 1954 paper “The Pure Theory of Public Expenditure,”113 Samuelson defined a pure public good (or what he
called a “collective consumption good”) as a good “which all enjoy in common in the sense that each individual’s
consumption of such a good leads to no subtractions from any other individual’s consumption of that good.” By
contrast, a “private consumption good” is a good that “can be parceled out among different individuals.” Its use
by one person precludes or diminishes its use by another.
A classic example of a pure public good would be a lighthouse: The fact that any particular ship perceives
the warning beacon does not diminish the usefulness of the lighthouse to other ships. A typical example of a
private consumption good is a hamburger: When one person eats it, it cannot be eaten by others.
Formally, all pure public goods will meet two criteria:114
■■

■■

Non-Rivalrous Consumption. Everyone in a given community can use the good; its use by one person
will not diminish its utility to others.
Zero-Cost Extension to Additional Users. Once a pure public good has been produced, it requires no
extra cost for additional individuals to benefit from the good. Expansion of the number of beneficiaries
does not reduce its utility to any initial user and does not add new costs of production. As Nobel prize–winning economist James Buchanan explains, with a pure public good, “Additional consumers may be added
at zero marginal cost.”115

The second criterion is a direct corollary of the first. If consumption of a good is truly non-rivalrous, then
adding extra new consumers will not reduce utility or add costs for the initial consumers.
The distinction between collective and private consumption goods can be illustrated by considering the
difference between a recipe for pie and an actual piece of pie. A recipe for pie is a public consumption good in
the sense that it can be shared with others without reducing its usefulness to the original possessor; moreover, the recipe can be disseminated to others with little or no added cost. By contrast, an actual slice of pie
is a private consumption good: Its consumption by one person bars its consumption by another. Efforts to
expand the number of individuals utilizing the pie slice will either reduce the satisfaction of each user (as
each gets a smaller portion of the initial pie) or entail new costs (to produce more pie).

Examples of Governmental Pure Public Goods

Pure public goods are relatively rare. One prime example of a governmental public good is medical research.
If research funded by the National Institutes of Health produces a cure for cancer, all Americans will benefit
from this discovery. The benefit received by one person is not reduced by the benefit received by others; moreover, the value of the discovery to each individual would remain the same even if the U.S. population doubled.
Another notable example of a pure public good is defense expenditure. The utility of an Army division
or an aircraft carrier lies in its effectiveness in combating foreign threats to America. In most respects, one
person’s benefit from defense strength is not reduced because others also benefit. The military effectiveness
of an Army division or an aircraft carrier is not reduced just because the size of the civilian population being
defended increases.
Finally, individuals may receive psychic satisfaction from the preservation of wildlife or wilderness areas.
This psychic satisfaction is not reduced because others receive the same benefit and is not directly affected by
changes in the population. By contrast, enjoyment of a national park may be reduced if population increases
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lead to crowding. In consequence, general activities to preserve species may be considered a public good,
while provision of parks is a private good.

Pure Public Goods Compared to Population-Based Goods

Many government services that are dubbed public goods are not true public goods. Economists Thomas
MaCurdy, Thomas Nechyba, and Jay Bhattacharya state that “relatively few of the goods produced by [the]
government sector are pure public goods, in the sense that the cost of providing the same level of the good
is invariant to the size of the population.”116 In other words, many government services referred to conventionally as “public goods” need to be increased at added expense to the taxpayer as the population increases,
thereby violating the criterion of zero-cost extension to additional users.
For example, police protection is often incorrectly referred to as a “public good.” True, police do provide a diffuse service that benefits nearly all members of a community, but the benefit that each individual
receives from a police officer is reduced by the claims that other citizens may make on the police officer’s time.
Someone living in a town of 500 protected by a single police officer gets far more protection from that police
officer than would another individual protected by the same single police officer in a town of 10,000.
The National Research Council explains that government services that generally need to be increased as
the population increases are not real public goods. It refers to these services as “congestible” goods: If such a
program remains fixed in size as the number of users increases, it may become “congested,” and the quality
of service will consequently be reduced. An obvious example would be highways. Other examples of “congestible” goods are sewers, parks, fire departments, police, courts, and mail service.117 These types of programs
are categorized as “population-based” services in the paper.
In contrast to population-based services, governmental pure public goods have odd fiscal properties. The
fact that a low-income person who pays little or nothing in taxes receives benefit from government defense
or medical research programs does not impose added costs or reduce the utility of those programs to other
taxpayers. Therefore, it is inaccurate to say that the non-taxpayers’ use of these programs imposes a burden
on other taxpayers. On the other hand, non-taxpayers or individuals who pay little in taxes are “free riders”
on public goods in the sense that they benefit from a good for which they have not paid.
The entry of unlawful or low-skill immigrants into the U.S. does not increase the costs or reduce the utility of public goods for other taxpayers; therefore, public goods spending is not included in the net fiscal deficit
calculations for unlawful immigrant households presented in this paper. By contrast, the entry of unlawful
immigrants does increase costs and reduce the utility of “congestible” or population-based services for other
taxpayers; therefore, those expenditures have been included in the net fiscal deficit calculations for low-skill
immigrant households presented in this paper.
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Appendix Tables
aPPENDIX TaBLE a-1

Characteristics of the Unlawful Immigrant Population: Department of Homeland
Security and Heritage Foundation Estimates
U.S. Department of Homeland Security

The Heritage Foundation

Number of Persons
11.5 million
10.35 million
1.15 million

11.5 million
10.34 million
1.15 million

2000–2011
1990–1999
Pre–1990

Year of Arrival
42.7%
40.7%
16.7%

44.6%
37.8%
17.6%

Under 18
18 to 24
25 to 34
35 to 44
45 and older

Age
12.0%
14.0%
32.0%
27.0%
15.0%

11.1%
13.0%
35.1%
28.7%
12.2%

Male
Female

Sex
53.0%
47.0%

54.1%
45.9%

Region of Origin
77.4%
59.1%
11.3%
7.0%
2.6%
1.7%

76.8%
59.7%
11.0%
6.9%
2.4%
3.0%

Total
Appearing in Census Records
Not in Census

North and Central America
Mexico
Asia
South America
Europe
Other

Sources: Michael Hoefer, Nancy Rytina, and Bryan Bak, “Estimates of the Unauthorized Immigrant Population Residing in the United States:
January 2011,” March 2012, U.S. Department of Homeland Security, Office of Immigration Statistics Policy Directorate, http://www.dhs.gov/
xlibrary/assets/statistics/publications/ois_ill_pe_2011.pdf (accessed April 4, 2013); and Heritage Foundation calculations using data from the
U.S. Census Bureau, 2010 Current Population Survey, http://www.census.gov/cps/ (accessed April 3, 2013).
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aPPENDIX TaBLE a-2

Federal Outlays: Fiscal Year 2010 (Page 1 of 4)
FUNCTION AND SUBFUNCTION
050 National Defense
051 Department of Defense–Military
Military Personnel
Operation and Maintenance
Procurement
Research, Development, Test, and Evaluation
Military Construction
Family Housing
Other
051 Subtotal, Department of Defense–Military
053 Atomic energy defense activities
054 Defense–related activities
Total, National Defense

MILLIONS
OF DOLLARS

PROGRAM TYPE

155,690
275,988
133,603
76,990
21,169
3,173
90
666,703
19,315
7,568
693,586

Public good
Public good
Public good
Public good
Public good
Public good
Public good
Public good
Public good
Public good
Public good

150 International Affairs
151 International development and humanitarian assistance
152 International security assistance
153 Conduct of foreign affairs
154 Foreign information and exchange activities
155 International financial programs
Total, International Affairs

19,014
11,363
13,557
1,485
–224
45,195

Public good
Public good
Public good
Public good
Public good
Public good

250 General Science, Space, and Technology
251 General science and basic research
252 Space flight, research, and supporting activities
Total, General Science, Space, and Technology

11,728
18,370
30,098

Public good
Public good
Public good

270 Energy
271 Energy supply
272 Energy conservation
274 Emergency energy preparedness
276 Energy information, policy, and regulation
Total, Energy

5,796
4,997
199
621
11,613

Population–based services

300 Natural Resources and Environment
301 Water resources
302 Conservation and land management
303 Recreational resources
304 Pollution control and abatement
306 Other natural resources
Total, Natural Resources and Environment

11,656
10,783
3,911
10,842
6,470
43,662

Public good
Public good
Population–based services
Population–based services
Public good
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aPPENDIX TaBLE a-2

Federal Outlays: Fiscal Year 2010 (Page 2 of 4)
FUNCTION AND SUBFUNCTION

MILLIONS
OF DOLLARS

PROGRAM TYPE

300 Natural Resources and Environment
301 Water resources
302 Conservation and land management
303 Recreational resources
304 Pollution control and abatement
306 Other natural resources
Total, Natural Resources and Environment

11,656
10,783
3,911
10,842
6,470
43,662

Public good
Public good
Population–based services
Population–based services
Public good

350 Agriculture
351 Farm income stabilization
352 Agricultural research and services
Total, Agriculture

16,605
4,751
21,356

Direct benefit
Public good

370 Commerce and Housing Credit
371 Mortgage credit
372 Postal service
373 Deposit insurance
376 Other advancement of commerce (TARP repayments)
Total, Commerce and Housing Credit

35,804
–682
–32,033
–85,387
–82,298

Direct benefit
Population–based services
Direct benefit
Excluded

400 Transportation
401 Ground transportation
402 Air transportation
403 Water transportation
407 Other transportation
Total, Transportation

60,784
21,431
9,351
406
91,972

Population–based services
Population–based services
Population–based services
Population–based services

450 Community and Regional Development
451 Community development
452 Area and regional development
453 Disaster relief and insurance
Total, Community and Regional Development

9,901
3,249
10,654
23,804

Means–tested
Population–based services
Population–based services

73,261
20,023
3,631
9,854
1,765
19,176
127,710

Educational benefits
Educational benefits
Public good
Means–tested
Population–based services
Means–tested

500 Education, Training, Employment, and Social Services
501 Elementary, secondary, and vocational education
502 Higher education
503 Research and general education aids
504 Training and employment
505 Other labor services
506 Social services
Total, Education, Training, Employment, and Social Services
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aPPENDIX TaBLE a-2

Federal Outlays: Fiscal Year 2010 (Page 3 of 4)
FUNCTION AND SUBFUNCTION

MILLIONS
OF DOLLARS

PROGRAM TYPE

550 Health
551 Health care services
551 Health care services, means–tested
551 Health care services, other
552 Health research and training
554 Consumer and occupational health and safety
Total, Health

330,710
0
330,710
34,200
4,144
369,054

Means–tested
Population–based services
Public good
Population–based services

570 Medicare
571 Medicare

451,636

Direct benefit

600 Income Security
601 General retirement and disability insurance (excluding social security)
602 Federal employee retirement and disability

6,564
119,867

Direct benefit
Financial obligations due to past
government activity*

160,145
58,651
95,110
181,873

Direct benefit
Means–tested
Means–tested
Means–tested

602 Federal employee retirement and disability due to past public good
functions
602 Federal employee retirement and disability, all other
603 Unemployment compensation (counted as state expenditure)
604 Housing assistance
605 Food and nutrition assistance
609 Other income security (Supplemental Security Income, Refundable
Earned Income Credit, Temporary Assistance to Needy Families,
Low Income Energy Assistance, Foster Care, Child Care and Child
Development Block Grant)
Total, Income Security

622,210

650 Social Security
651 Social security

706,737

Direct benefit

700 Veterans Benefits and Services
701 Income security for veterans
702 Veterans education, training, and rehabilitation
703 Hospital and medical care for veterans
704 Veterans housing
705 Other veterans benefits and services
Total, Veterans Benefits and Services

49,163
8,089
45,714
540
4,878
108,384

Public good
Public good
Public good
Public good
Public good
Public good

750 Administration of Justice
751 Federal law enforcement activities
752 Federal litigative and judicial activities
753 Federal correctional activities
754 Criminal justice assistance
Total, Administration of Justice

28,715
13,073
7,748
4,849
54,385

Population–based services
Population–based services
Population–based services
Population–based services
Population–based services
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aPPENDIX TaBLE a-2

Federal Outlays: Fiscal Year 2010 (Page 4 of 4)
FUNCTION AND SUBFUNCTION

MILLIONS
OF DOLLARS

800 General Government
801 Legislative functions
802 Executive direction and management
803 Central fiscal operations
804 General property and records management
805 Central personnel management
806 General purpose fiscal assistance
808 Other general government
809 Deductions for offsetting receipts
Total, General Government

4,089
528
11,906
1,194
338
5,082
1,598
–1,704
23,031

900 Net Interest
901 Interest on Treasury debt securities (gross)

413,934

902 Interest received by on–budget trust funds

–67,268

903 Interest received by off–budget trust funds

–118,502

908 Other interest
909 Other investment income
Total, Net Interest
TOTAL OUTLAYS MINUS OFFSETTING RECEIPTS, UNEMPLOYMENT
INSURANCE, AND TARP REPAYMENTS (UNDER CODE 376)

–29,539
–2,431
196,194

PROGRAM TYPE
Population–based services
Population–based services
Population–based services
Population–based services
Population–based services
Population–based services
Population–based services
Population–based services
Population–based services

Financial obligations due to past
government activity
Financial obligations due to past
government activity
Financial obligations due to past
government activity
Financial obligations due to past
government activity
Financial obligations due to past
government activity
Financial obligations due to past
government activity*

3,463,571

* Roughly 30 percent of net interest and public employee retirement are assumed to result from past public goods functions and
are assigned to public goods in the analysis.
Note: In the analysis, some $8.9 billion in administrative costs in function 800 are assigned to public goods.
Source: Data on federal expenditures were taken from Office of Management and Budget, Budget of the United States Government,
Fiscal Year 2013: Historical Tables, Table 3.2, http://www.whitehouse.gov/omb/budget/Historicals (accessed April 5, 2013).
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aPPENDIX TaBLE a-3

Removing Federal Grants-in-Aid from State
and Local Expenditures, 2010 (Page 1 of 2)
State and Local
Expenditures
(millions)
Income maintenance, health care, and social services
Means-tested aid

Other means-tested spending

Transportation (without transit)

301,347

563,671

Medicaid and SCHIP

Housing and community development

State and Local
Expenditures
Less Federal
Grants
(millions)

696,217

Other means-tested medical grants
Non means-tested spending (mainly medical)

Expenditure
Subtotals
(millions)

Federal
Grants-inAid to States
(millions)

418,159

281,189

136,970

8,894

6,236

2,658

136,618

104,702

31,916

132,545

2,743

129,802

53,492

46,099

7,393

155,870

43,998

111,872

23,129

3,882

19,247

186,007

Highways
Air transportation (airports)
Parking facilities

1,680

Sea and inland port facilities

5,329

128

5,201

Higher education

242,730

475

242,255

Elementary and secondary

Total education and training

1,680

871,989
574,029

51,763

522,266

Other education

43,206

21,120

22,086

Libraries

12,024

Total resources and environment

12,024

145,053

Natural resources

29,106

12,555

16,551

Parks and recreation

40,284

181

40,103

Sewerage

51,896

51,896

Solid waste management

23,766

23,766

Total justice and public safety
Total Veterans
Total general government
Protective inspection and regulation

254,090

5,086

249,004

794

836

-42

83,820

5,218

78,602

9,206

117,444

14,282

14,282

Unallocated expenditures (less training)

126,650

Interest on general debt

105,721

105,721

2,538,114

1,641,350

Total direct expenditures
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Removing Federal Grants-in-Aid from State
and Local Expenditures, 2010 (Page 2 of 2)
State and Local
Expenditures
(millions)

Federal
Grants-inAid to States
(millions)

State and Local
Expenditures
Less Federal
Grants
(millions)

Insurance trust expenditures
Unemployment compensation

135,367

135,367

Employee retirement

205,088

205,088

12,508

12,508

6,831

6,831

2,897,908

2,001,144

Water supply

60,999

60,999

Electric power

76,759

76,759

Workers’ compensation
Other insurance trust
Total direct and trust fund expenditures
Utility expenditures

Gas supply
Transit
Liquor store expenditures
Total expenditures

8,338
60,089

8,338
12,973

47,116

6,415
3,110,507

6,415
608,390

2,502,117

Sources: U.S. Census Bureau, “State and Local Government Finances, Summary: 2010,” September 2012, Appendix Table A-1, p. 6, http://
www2.census.gov/govs/estimate/summary_report.pdf (accessed April 5, 2013); Office of Management and Budget, Budget of the United
States Government, Fiscal Year 2012: Analytical Perspectives, p. 294, Table 18–1, http://www.gpo.gov/fdsys/pkg/BUDGET-2012-PER/pdf/
BUDGET-2012-PER.pdf (accessed April 5, 2013).
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111,872
19,247
1,680
5,201

242,255
522,266
22,086
12,024

16,551
40,103
51,896
23,766

Transportation without transit
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities

Total education and training
Higher education
Elementary and secondary
Other education
Libraries

Total resources and environment
Natural resources
Parks and recreation
Sewerage
Solid waste management

* From Appendix Table A-2.

7,393

129,802

171,544

Expenditure
Total

Housing and community development

Income maintenance, health care, and social services
Means–tested aid
Medicaid and SCHIP
Other means–tested medical grants
Other means–tested spending
Non-means–tested spending (mainly medical)

Spending Category: State and Local Expenditures
and Net Federal Grants-in-Aid*

ALL FIGURES IN MILLIONS OF DOLLARS

136,970
2,658
31,916

Expenditure
Sub–Total

Natural resources
Parks and recreation
Sewerage
Solid waste management

Higher education
Elementary and secondary
Other education
Libraries

Transportation without transit
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities

Housing and community development

Hospital fees

Type of User Fees and Charges

4,513
9,404
43,430
15,716

106,065
6,608
9,179

12,115
17,987
3,236
3,875

6,030

110,598

Amount

Total resources and environment
Natural resources
Parks and recreation
Sewerage
Solid waste management

Total education and training
Higher education
Elementary and secondary
Other education
Libraries

Transportation without transit
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities

Housing and community development

SR 133

Income maintenance, health care, and social services
Means–tested aid
Medicaid and SCHIP
Other means-tested medical grants
Other means-tested spending
Non-means–tested spending (mainly medical)

Spending Category: State and Local
Expenditures, Net Federal Grants-in-Aid,
and Net User Fees and Charges

Removing User Fees and Charges from State and Local Expenditures, 2010 (Page 1 of 2)
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12,038
30,700
8,466
8,050

136,189
515,658
12,908
12,024

99,757
1,260
–1,556
1,325

1,363

171,544
136,970
2,658
31,916
19,204

Total

THE FISCAL COST OF UNLAWFUL IMMIGRANTS
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2,502,117

6,415

60,999
76,759
8,338
47,116

2,001,144

135,367
205,088
12,508
6,831

1,641,350

249,004
–42
78,602
14,282
117,444
105,721

Expenditure
Total

Total user fees and charges

Liquor store fees

Utility fees
Water supply
Electric power
Gas supply
Transit

Insurance trust expenditures
Unemployment compensation
Employee retirement
Workers' compensation
Other insurance trust

Total justice and public safety
Total Veterans
Total general government
Protective inspection and regulation
Other charges
Interest on general debt

Type of User Fees and Charges

563,076

7,789

48,881
75,160
8,660
13,006

60,824

Amount

Source: U.S. Census Bureau, “State and Local Government Finances, Summary: 2010,” September 2012, Appendix Table A-1, p. 6,
http://www2.census.gov/govs/estimate/summary_report.pdf (accessed April 5, 2013).

* From Appendix Table A-2.

Total expenditures

Liquor store expenditures

Utility expenditures
Water supply
Electric power
Gas supply
Transit

Total direct and trust fund expenditures

Insurance trust expenditures
Unemployment compensation
Employee retirement
Workers' compensation
Other insurance trust

Total direct expenditures

Total justice and public safety
Total Veterans
Total general government
Protective inspection and regulation
Unallocated expenditures (less training)
Interest on general debt

Spending Category: State and Local Expenditures
and Net Federal Grants-in-Aid*

ALL FIGURES IN MILLIONS OF DOLLARS

Total expenditures

Liquor store expenditures

Utility expenditures
Water supply
Electric power
Gas supply
Transit

Insurance trust expenditures
Unemployment compensation
Employee retirement
Workers' compensation
Other insurance trust

Total direct expenditures

Total justice and public safety
Total Veterans
Total general government
Protective inspection and regulation
Unallocated expenditures (less training)
Interest on general debt

Spending Category: State and Local
Expenditures, Net Federal Grants-in-Aid,
and Net User Fees and Charges

Removing User Fees and Charges from State and Local Expenditures, 2010 (Page 2 of 2)
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1,939,041

–1,374

12,117
1,599
–322
34,110

135,367
205,088
12,508
6,831

1,342,368

249,004
–42
78,602
14,282
56,620
105,721

Total
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State and Local Expenditures Less Federal Grants and User Fees, 2010 (Page 1 of 2)
Budget Function
Income maintenance, health care, and social services
Means-tested
Medicaid and SCHIP
Other means-tested medical grants
Other means-tested spending
Non means-tested spending (mainly medical)
Housing and community development
Transportation without transit
Highways
Air transportation (airports)
Parking facilities
Sea and inland port facilities

Expenditures (in millions) Type of Program
190,749
171,544
136,970
2,658
31,916
19,204
1,363

Means-tested benefits

Population-based services
Means-tested benefits

99,757
1,260
–1,556
1,325

Population-based services
Population-based services
Population-based services
Population-based services

Education
Higher education
Elementary and secondary
Other education
Libraries

136,189
515,658
12,908
12,024

Education benefits
Education benefits
Education benefits
Population-based services

Resources and environment
Natural resources
Parks and recreation
Sewerage
Solid waste management

12,038
30,700
8,466
8,050

Public good
Population-based services
Population-based services
Population-based services

249,004
–42
78,602
14,282
56,620
105,721

Population-based services
Public good
Population-based services
Population-based services
Population-based services
Costs due to past services

Total justice and public safety
Total Veterans
Total general government
Protective inspection and regulation
Unallocated expenditures
Interest on general debt
Total direct expenditures
Insurance trust expenditures
Unemployment compensation
Employee retirement
Workers’ compensation
Other insurance trust

1,342,368
135,367
205,088
12,508
6,831

Direct benefits
Costs due to past services
Direct benefits
Population-based services

Utility expenditures
Water supply
Electric power
Gas supply
Transit

12,117
1,599
–322
34,110

Population-based services
Population-based services
Population-based services
Population-based services

Liquor store expenditures

–1,374

Population-based services

Total expenditures

1,939,041
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State and Local Expenditures Less Federal Grants and User Fees, 2010 (Page 2 of 2)
Budget Function
Reallocations
Fixed administrative costs assigned to public goods
General administrative costs assigned to public goods
Costs due to past services assigned to public goods
Summary: Subtotals by spending type
Means-tested benefits
Direct benefits
Education benefits
Population-based expenditures
Interest and other costs due to past government services and benefits
Pure public good expenditures
Total expenditures
Source: See Appendix Tables A-3 and A-4.

Expenditures (in millions)
7,860
472
1,865
172,908
147,875
664,755
622,368
308,943
22,193
1,939,041
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Federal Government Taxes and Revenues, FY 2010
Federal Revenue Receipts

Aggregate Revenue
(in millions of dollars)

Individual income taxes
Corporate income taxes

898,549
191,437

Federal Insurance Contributions Act (FICA)
Old-age and survivors insurance
Disability insurance
Hospital insurance

811,755
539,996
91,691
180,068

Other retirement receipts
Railroad retirement
Railroad social security equivalent account
Federal employees and other employee retirement receipts
Non-federal employees retirement

8,236

Unemployment insurance–federal receipts

6,542

2,285
1,854
4,062
35

Excise taxes
Alcohol excise tax
Tobacco excise tax
Telephone excise tax
Transportation fuels excise tax
Other taxes
Trust fund excise taxes
Highway
Airport
Other

66,929

Estate and gift tax
Customs duties and fees
Other miscellaneous receipts
Miscellaneous: Fees for permits and regulatory and judicial services
Miscellaneous: Fines, penalties, and forfeitures
Other miscellaneous receipts
Defense cooperation

18,885
25,298
20,969

Earnings from the Federal Reserve

73,845

Total federal receipts

Revenue Subtotals
(in millions of dollars)

9,229
17,180
993
–11,030
1,904
34,992
10,612
3,049

11,861
8,110
430
568

2,122,445

Note: Figures exclude $38.2 billion in unemployment insurance receipts from state governments and $75.8 billion in earnings
from the Federal Reserve system.
Source: Office of Management and Budget, Budget of the United States Government, Fiscal Year 2012: Analytical Perspectives, p. 294,
Table 18–1, http://www.gpo.gov/fdsys/pkg/BUDGET-2012-PER/pdf/BUDGET-2012-PER.pdf (accessed April 5, 2013).
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State and Local Taxes and Revenue, 2010
State and Local Revenue from Own Sources

Aggregate Revenue
(in millions of dollars)

Revenue Subtotals
(in millions of dollars)

Specific taxes
Property

441,661

General sales

284,910

Selective sales

146,266

Motor fuel

37,880

Alcoholic beverage

6,028

Tobacco products

17,268

Public utilities

28,291

Other selective sales

56,800

Individual income

260,338

Corporate income

42,860

Motor vehicle license

22,498

Other taxes

71,116

Miscellaneous general revenue

199,094

Interest earnings

60,734

Special assessments

7,314

Sale of property

2,948

Net lottery receipts

17,753

Other general revenue
Insurance trust revenue

110,345
99,164

Unemployment compensation

75,191

Workers' compensation

16,592

Other insurance trust revenue
Employee retirement trust revenue*

7,381
416,666

Employee contributions

39,107

Earnings on investments

346,108

Other
Total state and local revenue

31,451
1,984,572

* Excludes intra-government transfers to retirement trust funds.
Note: Excludes $563 billion in user fees and $624 billion in federal grants to state and local governments.
Source: U.S. Census Bureau, “State and Local Government Finances, Summary: 2010,” September 2012, Appendix Table A-1, p. 6,
http://www2.census.gov/govs/estimate/summary_report.pdf (accessed April 5, 2013).
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Education Beneﬁts Total

Higher education
Elementary and secondary
Training and other Education

EDUCATION BENEFITS

Direct Beneﬁts Total

See text
See text
Total spending times unlawful immigrant household share of non–elderly adults in the CPS

16,605
3,771

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of interest income in the CPS

758,039

156,212
588,919
12,908

1,333,188

135,367
12,508
6,564

451,636.0
370,025
59,345
22,266

706,737
554,871
126,423
25,443

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS

Medicare benefits
Medicare benefits: General
Medicare benefits: Disability
Medicare benefits: Survivors

Other Cash Transfers and Benefits
Unemployment compensation
Workers’ compensation
Other federal retirement (Railroad and Black
Lung Disability) (601)
Agricultural subsidies
Mortgage credit and deposit insurance

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS

Social Security Benefits
Social Security Old Age Benefits
Social Security Disability Benefits
Social Security Survivor Benefits

DIRECT BENEFITS

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)

SR 133

1.7%
7.4%
4.3%

0.0%
0.3%

0.1%
0.1%
0.0%

0.0%
0.0%
0.0%

0.0%
0.0%

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

heritage.org

$13,627

$761
$12,703
$162

$44

$0
$3

$37
$4
$0

$0
$0
$0

$0
$0
$0

Expenditures
per Unlawful
Immigrant
Household
(dollars)
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Medicaid: Elderly in nursing facilities
Medicaid: Non–elderly disabled adults in
nursing facilities
Medicaid: Non–elderly, non–disabled adults
in nursing facilities
Medicaid: Children in nursing facilities

Medicaid
Medicaid: Elderly in general population*
Medicaid: Disabled adults in the
general population*
Medicaid: Non–elderly able–bodied adults in
the general population*
Medicaid: Children in the general population

Public aid
Social Security Supplemental Security Income
(SSI)
Earned Income Tax Credit
Additional Child Refundable Tax Credit
Make Work Pay Refundable Tax Credit
Food stamps
School lunch and breakfast
SCHIP
Women, Infants, and Children (WIC)
Housing (604)
Energy
Indian Health
Community health centers

MEANS–TESTED BENEFITS

55,910.5
79,116.9

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times group share of program expenditures in the CPS; per–recipient expenditures
for immigrant children are at 50 percent of normal level
Unlawful immigrants do not receive benefits
Unlawful immigrants do not receive benefits

348.3
88.3

Unlawful immigrants do not receive benefits
Unlawful immigrants do not receive benefits

48,746.8
17,748.8

28,345.8
139,346.4

54,712
22,659
13,694
76,836
12,828
11,357
6,469
59,924
6,203
3,694
3,574

Unlawful immigrant households do not receive benefits
Unlawful immigrant households do not receive benefits
Unlawful immigrant households do not receive benefits
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times group share of overall means–tested welfare spending in the CPS; unlawful
immigrant households assumed to receive 15 percent of total expenditures

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS

32,764
55,426

Total spending times unlawful immigrant household share of program expenditures in the CPS
Total spending times unlawful immigrant household share of program expenditures in the CPS

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)
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0.0%

0.0%

0.0%
0.0%

5.2%

0%

0%
0%

0.0%
0.0%
0.0%
4.3%
10.7%
11.3%
13.2%
0.0%
0.0%
0.1%
15.0%

2.0%
0.0%

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

heritage.org

$0

$0

$0
$0

$1,190

$0

$0
$0

$0
$0
$0
$941
$399
$373
$247
$0
$0
$1
$156

$192
$0

Expenditures
per Unlawful
Immigrant
Household
(dollars)
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11.8
111.3

Unlawful immigrants do not receive benefits
Unlawful immigrants do not receive benefits

Allocated in proportion to the sum of total means–tested expenditures reported
individually in the CPS

Transportation: Subtotal

Parking facilities and other

Sea and inland port facilities
Other federal ground transportation
Transit subsidies

Air transportation (airports)

Transportation
Highways, roads, and parking facilities

Total spending times group share of gasoline consumption in the CEX; unlawful immigrant
households are assumed to use benefits at 50 percent of the rate of other households with the
same socio-economic status
Total spending times group share of airport fees in the CEX; unlawful immigrant households are
assumed to use no services
Unlawful immigrant household share of total consumption calculated from the CEX
Total spending times the unlawful immigrant household share of the total population in the CPS
Total spending times unlawful immigrant household share of public transportation consumption
calculated from the CEX
Total spending times group share of gasoline consumption in the CEX; unlawful immigrant
households are assumed to use benefits at 50 percent of the rate of other households with the
same socio-economic status

226,869

–1,556

10,676
406
34,110

22,691

160,541

834,898

68,487

406,271

17,581.0

17,502.9

Unlawful immigrants do not receive benefits

Total spending times group share of overall means–tested welfare spending in the CPS;
unlawful immigrant households assumed to receive 15 percent of total expenditures

1,411.0

Unlawful immigrants do not receive benefits

POPULATION–BASED AND GOVERNMENT SUPPORT SERVICES

Means–Tested Beneﬁt Total

Other means–tested aid (social services, child
care, community development, health care)

Medicaid (continued)
Medicaid: Elderly in ICF MR
(mentally retarded)
Medicaid: Non–elderly disabled adults in ICF
MR (mentally retarded)
Medicaid: Non–elderly, non–disabled adults
in ICF MR (mentally retarded)
Medicaid: Children in ICF MR
(mentally retarded)
Medicaid Disproportionate Share
Hospital Payments
Medicaid Total

MEANS–TESTED BENEFITS (CONTINUED)

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)

SR 133

1.0%

1.7%
4.2%
1.3%

0.0%

1.0%

2.0%

15.0%

0.0%

0.0%

0.0%

0.0%

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

heritage.org

$662

–$5

$54
$5
$131

$0

$476

$4,497

$389

$1,955

$766

$0

$0

$0

$0

Expenditures
per Unlawful
Immigrant
Household
(dollars)
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Consumer and occupational health
Protective inspection and regulation
Other Health–Related: Subtotal

Other Health–Related
General health (general health care, mental
health, substance abuse, public health)

Total spending times group share of the total population in the CPS: unlawful immigrant
households assumed to use services at 15 percent of rate of other households with the same
socio-economic status
Total spending times the unlawful immigrant household share of the total population in the CPS
Total spending times the unlawful immigrant household share of the total population in the CPS

4,144
14,282
80,916

62,489

12,117
1,599
–322
10,842
11,613
86,976

Sewerage
Solid waste management

Public Utility Spending: Expenditures Exceeding User Charges
Water supply
Total spending times group share of water consumption in the CEX
Electric power
Total spending times group share of electricity consumption in the CEX
Gas supply
Total spending times group share of natural gas consumption in the CEX
Pollution control and abatement
Total spending times group share of total consumption in the CEX
Energy
Total spending times the unlawful immigrant household share of the total population in the CPS
Resources, Recreation, and Environment: Subtotal

34,611

260,754
42,635

8,466
8,050

Total spending times the unlawful immigrant household share of total population in the CPS
Total spending times the unlawful immigrant household share of the total population in the CPS

Total spending times group share of the total population in the CPS: unlawful immigrant
households assumed to use services at 75 percent of rate of other households with the same
socio-economic status
Total spending times the unlawful immigrant household share of the total population in the CPS
Total spending times the unlawful immigrant household share of the total population in the CPS

Resources, Recreation, and Environment
Parks and recreation

Justice, police and public safety
Fire protection

POPULATION–BASED AND GOVERNMENT SUPPORT SERVICES (CONTINUED)

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)

SR 133

4.2%
4.2%

0.6%

2.0%
2.2%
2.0%
1.7%
4.2%

4.2%
4.2%

3.1%

4.2%
4.2%

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

heritage.org

$50
$172
$335

$113

$72
$10
–$2
$54
$140
$787

$102
$97

$313

$3,143
$514

Expenditures
per Unlawful
Immigrant
Household
(dollars)
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2.2%

6,831

871,554

2.2%

56,620

Population–Based and Government Support Total

2.2%

1.5%

heritage.org

$6,553

$958

$44

$367

$547

–$6
$155

$109

–$8
$39
$0

4.2%
4.2%
0.0%
3.1%

$21

Expenditures
per Unlawful
Immigrant
Household
(dollars)

4.2%

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

10,163
84,319

101,633
7,151

–1,374
25,635

12,024

1,765
0
–682
3,249
10,654

147,770

Not allocated

Total spending times the unlawful immigrant household share of the total population in the CPS
Not allocated
Total spending times the unlawful immigrant household share of the total population in the CPS
Total spending times the unlawful immigrant household share of the total population in the CPS
Total spending times group share of the total population in the CPS; unlawful immigrants are
assumed to receive no benefits
Total spending times group share of the total population in the CPS; unlawful immigrants are
assumed to use services at 75 percent of rate of other households with the same socio-economic
status
Total spending times unlawful immigrant household share of alcohol consumption in the CEX

Not allocated
Total spending times unlawful immigrant household share of total direct, means–tested, and
education benefits and other population–based benefits
Total spending times unlawful immigrant household share of total direct, means–tested, and
education benefits and other population–based benefits
Other insurance trust
Total spending times unlawful immigrant household share of total direct, means–tested, and
education benefits and other population–based benefits
General Government Net Support for Public Goods and Fixed Costs: Subtotal

General Government Administrative Support
General government
General government activities in support of
public good functions
General government fixed costs
General government less activities in support
of public good functions and fixed costs
Unallocated expenditures

Liquor store operation
Miscellaneous: Subtotal

Libraries

Miscellaneous
Other labor services
Other advancement of commerce (376)
Postal Service (372)
Area and regional development (452)
Disaster relief

POPULATION–BASED AND GOVERNMENT SUPPORT SERVICES (CONTINUED)

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)
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626,869

Not allocated

5,402,613
3,797,680

Total Expenditures

Total Expenditures Less Pure Public Good Expenditures and Expenditures Relating to Financial Obligations for Past Services

Source: Heritage Foundation analysis based on data sets described in the Methodology section.

* Mainly represent benefits received by lawful residents living within unlawful immigrant households. Unlawful immigrants residing outside lawful immigrant
households also receive benefits that are not included in the expenditure totals for Unlawful immigrant households presented in this paper.

1,071,586

10,163

93,523

Not allocated

Not allocated
Not allocated
Not allocated
Not allocated
Not allocated
Not allocated

693,586
108,342
34,200
30,098
45,195
40,947
4,751
3,631
7,151

Not allocated
Not allocated

Pure Public Goods Expenditures Total

National defense and related costs
Veterans
Health research
Science and scientific research
International affairs
Natural resources and environment
Agricultural research
Education research
General government services in support of public
good functions
Financial obligations for past public
good functions
General government fixed administrative costs

PURE PUBLIC GOODS EXPENDITURES

533,347

301,915
324,955

Not allocated
Not allocated

Net Financial Obligations: Past Financial Obligations Minus Past Public Goods Total

Interest payments on government debt
Retirement benefits for former
government employees
Financial obligations associated with past
services and benefits total

FINANCIAL OBLIGATIONS ASSOCIATED WITH PAST ACTIVITIES

Allocation Algorithms for
Government Expenditures

Aggregate
Federal State
and Local
Government
Spending
(millions)

SR 133

Unlawful
Immigrant
Household’s
Share of
Aggregate
Expenditures

heritage.org

$24,721

Expenditures
per Unlawful
Immigrant
Household
(dollars)
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81

82

Total tax times unlawful immigrant household share of tax payments in the CPS;
unlawful immigrants assumed to work 55 percent on the books and 45 percent
off
Total tax times unlawful immigrant household share of tax payments in the CPS;
unlawful immigrants assumed to work 55 percent on the books and 45 percent
off
Incidence assumed to fall 50 percent on workers and 50 percent on owners

Federal Individual Income
Tax

50 percent of total tax times unlawful immigrant household share of earned
income in the CPS; unlawful immigrant households assumed to work 55 percent
on the books and 45 percent off
Federal Corporate Income
50 percent of total tax times the group share of financial assets in the Survey of
Tax on Owners
Consumer Finance
Unemployment Insurance:
Total tax times the unlawful immigrant household share of earnings in the CPS;
Federal Receipts
unlawful immigrants assumed to work 55 percent on the books and 45 percent
off
Highway Trust Fund
Incidence assumed to fall half on private owners of motor vehicles, one quarter
on owners of business, and one quarter on general consumers
Highway Trust Fund Taxes on One half of total tax times the unlawful immigrant household share of gasoline
Private Vehicle Drivers
expenditures in the CEX; unlawful immigrant households assumed to consume
gasoline at 50 percent of the normal rate for other households of the same
socioeconomic status
Highway Trust Fund Taxes on One quarter of total tax times the group share of financial assets in the Survey
Business Owners
of Consumer Finance
Highway Trust Fund on
One quarter of total tax times the unlawful immigrant household share of total
Consumers
consumer expenditures calculated from the CEX
Airport and Airway Taxes
Total tax times the group share of expenditures on air travel in the CEX; unlawful
households assumed to have little or no air travel
Federal Excise Taxes: Alcohol Total tax times the unlawful immigrant household share of alcohol expenditure
calculated from the CEX
Federal Excise Taxes:
Total tax times the unlawful immigrant household share of tobacco expenditure
Tobacco
calculated from the CEX

Federal Corporate Income
Tax
Federal Corporate Income
Tax on Workers

FICA Taxes

Algorithms

Taxes and Revenues

FEDERAL TAXES AND REVENUES

0.4%

$95,718.50

1.5%
2.7%

$17,180

1.7%

$8,748.00

$9,229

0.4%

$8,748.00

0.0%

1.0%

$17,496.0

1.1%

1.1%

$95,718.50

1.3%

0.5%

Unlawful
Immigrant
Household
Share of Taxes
and Revenue
Paid

SR 133

heritage.org

$141

$40

$0

$44

$10

$52

$20

$111

$296

$2,957

$1,312

Total Taxes and
Revenues Paid
per Unlawful
Immigrant
Household
(dollars)

CPS—Current Population Survey
CEX—Consumer Expenditure Survey
SCF—Survey of Consumer Finances

$10,612

$34,992

$6,542

$191,437

$811,755

$898,549

Aggregate Tax or Revenue
(millions of dollars)

Taxes and Revenues Paid per Unlawful Immigrant Household, 2010 (Page 1 of 5)
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Total Federal Total Taxes
and Revenues

Other Miscellaneous Federal
Receipts
Miscellaneous: Fees for
Permits and Regulatory and
Judicial Services
Miscellaneous: Fines,
Penalties and Forfeitures
Other Miscellaneous
Federal Receipts
Earnings Federal Reserve

Customs, Duties, and Fees

2.0%
1.7%

–$11,030
$4,953

$18,885

$998

Total tax times the unlawful immigrant share or total income in the CPS

$2,122,445

73,845

$8,110

Total tax times the unlawful immigrant share or total income in the CPS

Total receipts times unlawful immigrant household share of interest income in
CPS

$11,861

Total tax times the unlawful immigrant share or total income in the CPS

0.3%

1.6%

1.6%

1.6%

1.7%

0.0%

$4,097

Total receipts times the unlawful immigrant household share of federal
employee earnings in CPS
Total tax times group share of financial assets in the SCF; unlawful immigrants
assumed to pay little or no tax
Total tax times the unlawful immigrant household share of total consumer
expenditures in the CEX

$25,298

0.0%

$4,139

0.0%

2.0%

$993

Aggregate Tax or Revenue
(millions of dollars)

Unlawful
Immigrant
Household
Share of Taxes
and Revenue
Paid

SR 133

heritage.org

$5,233

$56

$5

$39

$56

$128

$0

$0

$0

$25

–$65

$6

Total Taxes and
Revenues Paid
per Unlawful
Immigrant
Household
(dollars)

CPS—Current Population Survey
CEX—Consumer Expenditure Survey
SCF—Survey of Consumer Finances

Total receipts times the unlawful immigrant share of railroad earnings in CPS

Total tax times the unlawful immigrant household share of telephone
expenditures calculated from the CEX
Total tax times the unlawful immigrant household share of fuel expenditure
calculated from the CEX
Total tax times the unlawful immigrant household share of total consumer
expenditures calculated from the CEX

Federal Excise Taxes:
Telephone
Federal Excise Taxes:
Transportation Fuels
Federal Excise Taxes: All
Other

Federal Retirement Receipts
Railroad and Other
Retirement Receipts
Federal Employees
Retirement Employee Share
Federal Gift and Estate Tax

Algorithms

Taxes and Revenues

FEDERAL TAXES AND REVENUES (CONTINUED)

Taxes and Revenues Paid per Unlawful Immigrant Household, 2010 (Page 2 of 5)
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83

84

General Sales Taxes

Property Taxes on
Consumers

Property Taxes on Owner
Occupied Residences
Property Taxes on Rented
Homes and Apartments:
Owner Share
Property Taxes on Rented
Homes and Apartments:
Renter Share
Property Taxes on Business
Owners

State and Local Corporate
Income Tax on Owners
Property Taxes

Renter share of property tax on rented domiciles: 4.5 percent of total property
tax times the unlawful immigrant household share of rent payments calculated
from the CEX
Owner share of property tax on commercial property: 28 percent of total
property tax times the group share of financial assets in the Survey of Consumer
Finance
Consumer share of property tax on commercial property: 28 percent of total tax
times the unlawful immigrant household share of total consumer expenditures
calculated from the CEX
Total tax times the unlawful immigrant household share of total non-exempt
consumer expenditures based on the CEX

Incidence falls 56 percent on commercial business and 44 percent on owner
occupied and rental residences. The business portion is further assumed to fall
half on consumers and half on owners.
Property tax on owner occupied housing: 35 percent of total property tax times
the unlawful immigrant household share of property tax payments in the CPS
Owner share of property tax on rented domiciles: 4.5 percent of total property
tax times the unlawful immigrant household share of rental income in the CPS

50 percent of total tax times the unlawful immigrant household share of
reported earned income in CPS; unlawful immigrant households assumed to
work 55 percent on the books and 45 percent off
50 percent of total tax times the group share of financial assets in the SCF

Total tax times the unlawful immigrant household share of tax payments in the
CPS; unlawful immigrants assumed to work 55 percent on the books and 45
percent off
Incidence assumed to fall 50 percent on workers and 50 percent on owners

State and Local Individual
Income Taxes

State and Local Corporate
Income Tax
State and Local Corporate
Income Tax on Workers

Algorithms

Taxes and Revenues

STATE AND LOCAL TAXES AND REVENUES

$284,910

$441,661

$42,860

$260,338

1.6%

1.7%

0.4%

$123,665
$123,665

2.3%

0.2%

$19,875
$19,875

0.8%

0.4%

1.1%

0.7%

Unlawful
Immigrant
Household
Share of Taxes
and Revenue
Paid

SR 133

heritage.org

$1,351

$627

$144

$139

$9

$360

$25

$66

$510

Total Taxes and
Revenues Paid
per Unlawful
Immigrant
Household
(dollars)

CPS—Current Population Survey
CEX—Consumer Expenditure Survey
SCF—Survey of Consumer Finances

$154,581

$21,430.03

$21,430.03

Aggregate Tax or Revenue
(millions of dollars)
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Other Insurance Trust
Revenue

Workers’ Compensation

Insurance Trust Revenue
Unemployment
Compensation

Other General Taxes State
and Local (Mainly Estate,
Stock Transaction and
Severance Taxes)

Public Utilities Tax

Motor Vehicle Licenses

Other Selective Sales Tax

Alcohol Tax

Motor Fuel Tax on
Consumers
Motor Fuel Tax on Business
Owners
Tobacco Tax

Incidence falls 100 percent on workers; total tax times the unlawful immigrant
household share of reported earnings in the CPS; unlawful immigrants assumed
to work 55 percent on the books and 45 percent off
Incidence falls 100 percent on workers; total tax times unlawful immigrant
household share of reported earnings in the CPS; unlawful immigrants assumed
to work 55 percent on the books and 45 percent off
Not allocated

Total tax times the unlawful immigrant household share of tobacco
expenditures calculated from the CEX
Total tax times the unlawful immigrant household share of alcohol expenditures
calculated from the CEX
Total tax times the unlawful immigrant household share of total consumer
expenditures calculated from the CEX
Total tax times the group share of auto license fees paid in the CEX; unlawful
immigrant households assumed to pay license fees at 33 percent the rate of
other households in the same socioeconomic status
Total tax times the unlawful immigrant household share of utility expenditures
calculated from the CEX
Total tax times the group share of financial assets in the Survey of Consumer
Finance

Incidence assumed to fall half on private owners of motor vehicles, one quarter
on owners of business, and one quarter on general consumers
One half of total tax times the group share of gasoline expenditures in the CEX;
unlawful immigrant households assumed to consume gasoline at 50 percent of
the normal rate for other households of the same socioeconomic status
One quarter of total tax times the unlawful immigrant household share of total
consumer expenditures calculated from the CEX
One quarter of total tax times the group share of financial assets in the SCF

Motor Fuel Tax

Motor Fuel Tax on Drivers of
Personal Vehicles

Algorithms

Taxes and Revenues

$7,381

$16,592

$75,191

$71,116

$28,291

$22,498

$56,800

$6,028

$17,268

$37,880

0.4%

$9,469.94

1.1%

1.1%

0.4%

2.1%

0.5%

1.7%

1.5%

2.7%

1.7%

1.0%

Unlawful
Immigrant
Household
Share of Taxes
and Revenue
Paid

SR 133

heritage.org

$51

$233

$83

$175

$32

$288

$26

$141

$11

$48

$56

Total Taxes and
Revenues Paid
per Unlawful
Immigrant
Household
(dollars)

CPS—Current Population Survey
CEX—Consumer Expenditure Survey
SCF—Survey of Consumer Finances

$9,469.94

$18,939.88

Aggregate Tax or Revenue
(millions of dollars)

STATE AND LOCAL TAXES AND REVENUES (CONTINUED)
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85

86

Not applicable
Not applicable
Not applicable
Total tax times the unlawful immigrant share of total income in the CPS and
total financial assets from the SCF
Expenditures allocated evenly per household except households headed by
persons without a high school degree will have doubled the normal expenditure.

Total contribution times the unlawful immigrant household group share of
earnings of state and local employees in the CPS
Not applicable
Not applicable

Algorithms

Source: Heritage Foundation analysis based on data sets described in the Methodology section.

Total State and Local Taxes
And Revenues
Total Federal, State, and
Local Taxes and Revenues

State and Local Other
General Revenue
Interest Earnings
Sale of Property
Special Assessments
Other General Revenue
(U99)
Lottery Receipts

Earnings on Investments
Other

Employee Retirement Trust
Revenue
Employee Contributions

Trust Fund Receipts

STATE AND LOCAL TRUST FUND RECEIPTS

SR 133

heritage.org

$10,334

$4,107,018

$201

$5,101

3.9%

$17,753

$524

$0

Total Taxes and
Revenues Paid
per Unlawful
Immigrant
Household
(dollars)

$1,984,573

1.6%

0.0%

Unlawful
Immigrant
Household
Share of Taxes
and Revenue
Paid

CPS—Current Population Survey
CEX—Consumer Expenditure Survey
SCF—Survey of Consumer Finances

$60,734
$2,948
$7,314
$110,345

$346,108
$31,451

$39,107

Aggregate Tax or Revenue
(millions of dollars)

Taxes and Revenues Paid per Unlawful Immigrant Household, 2010 (Page 5 of 5)

aPPENDIX TaBLE a-9

THE FISCAL COST OF UNLAWFUL IMMIGRANTS
AND AMNESTY TO THE U.S. TAXPAYER

SPECIAL REPORT | NO. 133
May 6, 2013

Endnotes
1.

Michael Hoefer, Nancy Rytina, and Bryan Baker, “Estimates of the Unauthorized Immigrant Population Residing in the United States: January
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