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Preface
A ccording to available estimates, there are about 12 million unauthorized immigrants 
in the United States. Federal, state, and local governments spend public funds that benefit 
those immigrants, and those immigrants pay individual income, sales, and property taxes. 
Most available studies conclude that the unauthorized population pays less in state and local 
taxes than it costs state and local governments to provide services to that population. How-
ever, those estimates have significant limitations; they are not a suitable basis for developing an 
aggregate national effect across all states. 

This paper, requested by the Chairman and Ranking Member of the Senate Finance Commit-
tee, is one of several reports prepared by the Congressional Budget Office (CBO) that present 
facts and research on immigration. The paper focuses on the estimated costs that certain state 
and local governments incur for providing various services—especially those related to educa-
tion, health care, and law enforcement—to unauthorized immigrants. It also looks at the esti-
mated taxes those individuals pay and at certain types of federal assistance that are available to 
states to help provide such services. In keeping with CBO’s mandate to provide objective, 
nonpartisan analysis, the paper makes no recommendations.
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The Impact of Unauthorized Immigrants on the 
Budgets of State and Local Governments
Introduction
Over the past two decades, most efforts to estimate the 
therefore, using them to determine an aggregate effect 

fiscal impact of immigration in the United States have 
concluded that, in aggregate and over the long term, tax 
revenues of all types generated by immigrants—both 
legal and unauthorized—exceed the cost of the services 
they use.1, 2 Generally, such estimates include revenues 
and spending at the federal, state, and local levels.3 How-
ever, many estimates also show that the cost of providing 
public services to unauthorized immigrants at the state 
and local levels exceeds what that population pays in state 
and local taxes. It is important to note, though, that cur-
rently available estimates have significant limitations; 

1. The term “unauthorized immigrants” refers to foreign citizens 
residing in the United States illegally. It applies to two categories 
of immigrants: those who enter the country without approval of 
the immigration process and those who violate the terms of a tem-
porary admission without acquiring either permanent resident sta-
tus or temporary protection from removal. Members of this popu-
lation are also referred to as illegal or undocumented immigrants 
or aliens.

2. See Ronald D. Lee and Timothy W. Miller, “The Current Fiscal 
Impact of Immigrants and Their Descendants: Beyond the Immi-
grant Household,” in James P. Smith and Barry Edmonston, eds., 
The Immigration Debate: Studies on the Economic, Demographic, 
and Fiscal Effects of Immigration (Washington, D.C.: National 
Academies Press, 1998); James P. Smith and Barry Edmonston, 
eds., The New Americans: Economic, Demographic, and Fiscal 
Effects of Immigration (Washington, D.C.: National Academies 
Press, 1997); Georges Vernez and Kevin F. McCarthy, The Costs 
of Immigration to Taxpayers: Analytical and Policy Issues (Santa 
Monica, Calif.: RAND Corporation, 1996); and George Vernez 
and Kevin F. McCarthy, Immigration in a Changing Economy: Cal-
ifornia’s Experience (Santa Monica, Calif.: RAND Corporation, 
1998).

3. Typically, the estimates measure the costs and revenues attributed 
to immigrants during a specific period of time, usually one fiscal 
year.
across all states would be difficult and prone to consider-
able error. 

The impact of unauthorized immigrants on the federal 
budget differs from that population’s effect on state and 
local budgets primarily because of the types of services 
provided at each level of government and the rules gov-
erning those programs. For instance, most unauthorized 
immigrants are prohibited from receiving many of the 
benefits that the federal government provides through 
Social Security and such need-based programs as Food 
Stamps, Medicaid (other than emergency services), and 
Temporary Assistance for Needy Families. At the same 
time, the federal government requires that state and local 
governments provide certain services to individuals, 
regardless of their immigration status or ability to pay, in 
order for those states or localities to participate in some of 
its assistance programs. Various court decisions also 
restrict the authority of state and local governments to 
avoid or constrain the cost of providing services to unau-
thorized immigrants who reside in their jurisdictions. In 
general, state and local governments bear much of the 
cost of providing certain public services—especially ser-
vices related to education, health care, and law enforce-
ment—to individuals residing in their jurisdictions. Such 
programs constitute a major portion of those govern-
ments’ annual expenditures, but spending by state and 
local governments on services specifically provided to 
unauthorized immigrants makes up a small percentage of 
those governments’ total spending.

Another factor that affects state and local spending is the 
extent to which the unauthorized population uses certain 
public services. For example, because unauthorized immi-
grants are less likely to have health insurance, they are 
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more likely to rely on emergency facilities or public hos-
pitals for treatment of nonemergency illnesses and other 
health-related problems. In 2000 and 2001, researchers 
from the RAND Corporation and the University of Cali-
fornia surveyed immigrants in Los Angeles County and 
found that 65 percent of those respondents who identi-
fied themselves as unauthorized had no health insurance 
in the two years preceding the survey.4 In a separate 
study, the Pew Hispanic Center estimated that in 2004, 
more than 50 percent of those children who were them-
selves unauthorized immigrants and almost 60 percent of 
adult unauthorized immigrants were uninsured. More-
over, 25 percent of those children who, by virtue of their 
birth, were U.S. citizens—but whose parents were unau-
thorized immigrants—also lacked health insurance.5 In 
terms of public education, unauthorized immigrants who 
are minors increase the overall number of students 
attending public schools, and they may also require more 
educational services than do native-born children because 
of a lack of proficiency in English. Analyses from several 
states indicate that the costs of educating students who 
did not speak English fluently were 20 percent to 
40 percent higher than the costs incurred for native-born 
students.6, 7 

In addition to differences in the types of services that fed-
eral, state, and local governments provide and the extent 
to which the unauthorized population participates in 
those programs, the income that unauthorized immi-
grants earn and the taxes they pay also contribute to their 
net impact on state and local budgets. Unauthorized 
immigrants typically earn less than do native-born citi-
zens and other immigrant groups and, partly as a result, 
they also pay a smaller portion of their income in taxes. 

4. See Dana P. Goldman, James P. Smith, and Neeraj Sood, “Legal 
Status and Health Insurance Among Immigrants,” Health Affairs, 
vol. 24, no. 6 (2005), pp. 1640–1653, available at http://con-
tent.healthaffairs.org/cgi/reprint/24/6/1640.

5. See Jeffrey S. Passel, Unauthorized Migrants: Numbers and 
Characteristics (background briefing prepared for the Task Force 
on Immigration and America’s Future, Washington, D.C., 
Pew Hispanic Center, June 14, 2005), available at http://pew
hispanic.org/files/reports/46.pdf.

6. See Jose Cardenas and others, Bilingual Education Cost Analysis 
(San Antonio: Intercultural Development Research Association, 
1976).

7. See Albert Cortez, Insufficient Funding for Bilingual Education in 
Texas, IDRA Newsletter (San Antonio: Intercultural Development 
Research Association, 2004).
One study conducted by analysts at the Urban Institute 
found that in 1998, unauthorized immigrants in New 
York State paid an average of 15 percent of their income 
in federal, state, and local taxes; other immigrant groups 
paid between 21 percent and 31 percent.8 The average 
household income for unauthorized families is signifi-
cantly less than that of both legal immigrants and native-
born citizens; therefore, that income is taxed at a lower 
rate than the income of other groups. The Pew Hispanic 
Center estimates that in 2004, the average annual income 
for unauthorized families was $27,400, compared with 
$47,800 for legal immigrant families and $47,700 for 
native-born families.9

A related effect is that lower-paying jobs also result in 
unauthorized immigrants’ having less disposable income 
to spend on purchases subject to sales or use taxes. State 
and local governments typically rely more heavily on rev-
enues from those and other sources (such as property 
taxes) than revenues generated by taxes on income.10 

The Budgetary Effects of 
Unauthorized Immigrants 
In preparing its analysis, the Congressional Budget Office 
(CBO) reviewed 29 reports published over the past 15 
years that attempted to evaluate the impact of unautho-
rized immigrants on the budgets of state and local gov-
ernments. (See the bibliography for a complete list of 
those reports.) CBO did not assess the data underlying 
those estimates or the validity of the models used to pre-
pare them. The estimates—whether from formal studies, 
analyses of data on particular topics, or less-formal 
inquiry—show considerable consensus regarding the 

8. See Jeffrey S. Passel and Rebecca L. Clark, Immigrants in New 
York: Their Legal Status, Incomes, and Taxes (Washington, D.C.: 
Urban Institute, 1998). 

9. See Passel, Unauthorized Migrants.

10. According to data from the Bureau of the Census, in 2005, almost 
60 percent of revenue collected by state governments (excluding 
intergovernmental transfers) came from two sources: general sales 
taxes and certain taxes on business profits (35 percent) and indi-
vidual income taxes (25 percent). For local governments, property 
taxes made up the largest source of revenue (45 percent), while 
general sales taxes accounted for about 10 percent and individual 
income taxes represented about 3 percent. See Bureau of the Cen-
sus, Federal, State, and Local Governments: State and Local Govern-
ment Finances: 2004–05, “State and Local Summary Tables by 
Level of Government,” available at www.census.gov/govs/www/
estimate05.html.
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overall impact of unauthorized immigrants on state and 
local budgets. However, the scope and analytical methods 
of the studies vary, and the reports do not provide 
detailed or consistent enough data to allow for a reliable 
assessment of the aggregate national effect of unautho-
rized immigrants on state and local budgets. (See Box 1 
for a discussion of the challenges of estimating such an 
aggregate effect). After reviewing the estimates, CBO 
drew the following conclusions:

B State and local governments incur costs for providing 
services to unauthorized immigrants and have lim-
ited options for avoiding or minimizing those costs. 
All of the estimates that CBO reviewed, regardless of 
the jurisdiction examined or programs considered, 
reached this conclusion. Rules governing many federal 
programs, as well as decisions handed down by various 
courts, limit the authority of state and local govern-
ments to avoid or constrain the costs of providing ser-
vices to unauthorized immigrants. For example, both 
state and federal courts have ruled that states may not 
refuse to provide free public education to a student on 
the basis of his or her immigration status. Further-
more, many states have their own statutory or consti-
tutional requirements concerning the provision of 
certain services to needy residents.

B The amount that state and local governments spend 
on services for unauthorized immigrants represents a 
small percentage of the total amount spent by those 
governments to provide such services to residents in 
their jurisdictions. The estimates that CBO reviewed 
measured costs associated with providing services to 
unauthorized immigrants that ranged from a few mil-
lion dollars in states with small unauthorized popula-
tions to tens of billions of dollars in California 
(currently the state with the largest population of 
unauthorized immigrants). Costs were concentrated in 
programs that make up a large percentage of total state 
spending—specifically, those associated with educa-
tion, health care, and law enforcement.11 In most of 
the estimates that CBO examined, however, spending 
for unauthorized immigrants accounted for less than 5 
percent of total state and local spending for those ser-
vices. Spending for unauthorized immigrants in cer-
tain jurisdictions in California was higher but still 
represented less than 10 percent of total spending for 
those services.
B The tax revenues that unauthorized immigrants gen-
erate for state and local governments do not offset 
the total cost of services provided to those immi-
grants. Most of the estimates found that even though 
unauthorized immigrants pay taxes and other fees to 
state and local jurisdictions, the resulting revenues off-
set only a portion of the costs incurred by those juris-
dictions for providing services related to education, 
health care, and law enforcement. Although it is diffi-
cult to obtain precise estimates of the net impact of 
the unauthorized population on state and local bud-
gets (see Box 1), that impact is most likely modest.

B Federal aid programs offer resources to state and 
local governments that provide services to unautho-
rized immigrants, but those funds do not fully cover 
the costs incurred by those governments. Some of the 
reports that CBO examined did not include such 
federal transfers when estimating the net effect of 
the unauthorized population on state and local 
governments. 

Size and Characteristics of the 
Unauthorized Population
There are no comprehensive records that document the 
number of unauthorized immigrants currently residing in 
the United States; as a result, the size of that population 
must be estimated by indirect means.12 Such estimates 
are subject to considerable uncertainty because of ques-
tions surrounding the following: the extent to which that 
population is undercounted in the census; rates of emi-
gration and mortality; and whether immigrants who are 
in the United States in a quasi-legal capacity should be 
classified as unauthorized.13 The Department of Home-
land Security has reported that there were approximately

11. On the basis of data collected by the National Association of State 
Budget Officers, between 1995 and 2006, almost 60 percent of 
spending from state general funds was used for elementary and 
secondary education (35 percent), Medicaid (16 percent), and 
corrections (7 percent). See National Association of State Budget 
Officers, State Expenditure Report: Fiscal Year 2005 (Washington, 
D.C.: 2006), available at www.nasbo.org/Publications/PDFs/
2005%20State%20Expenditure%20Report.pdf.

12. See Congressional Budget Office, A Description of the Immigrant 
Population (November 2004).

13. Quasi-legal immigrants include those individuals whose legal 
authorization has expired but for whom renewals of or adjust-
ments to status have not yet been finalized.
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11.6 million unauthorized immigrants in the United State-level estimates are subject to even more uncertainty 

Box 1.

The Challenges of Estimating an Aggregate Effect
Among the available estimates that the Congressional 
Budget Office reviewed for its analysis, the general 
consensus is that unauthorized immigrants impose a 
net cost on state and local budgets. However, no 
agreement exists as to the size of, or even the best way 
of measuring, that cost on a national level. Questions 
surround both methodology and the available data, 
including the following:

B What unit of time should be used for the estimate? 
Most of the research available to date measures the 
impact of unauthorized immigrants in terms of 
the funds spent and revenues collected within a 
given period, typically one fiscal year. Some ana-
lysts point out that such a method ignores the 
long-term impact of that population. A better 
measure, they suggest, would evaluate the lifetime 
costs that unauthorized immigrants impose on 
federal, state, and local governments and the life-
time revenues they generate. Generally, immi-
grants’ use of services and their contributions to 
revenues vary over time as they become better 

integrated into U.S. society and labor markets. 
Most analysts believe that those general trends also 
apply to the portion of the population that is 
unauthorized.

B Are all costs and revenues captured? Many of the 
estimates took into account certain selected costs 
and revenues; no study, including those that 
reported net costs, attempted to look at total costs 
and revenues.

B To what extent does this population pay taxes and 
consume government-provided services? Research 
that examines the extent to which unauthorized 
immigrants pay taxes is limited, as are available 
data that examine the extent to which the unau-
thorized population uses public services. For 
example, there is little information on the propor-
tion of students participating in specialized lan-
guage classes who are unauthorized immigrants or 
the frequency with which those immigrants use 
publicly funded health services. 
States in January 2006.14 Researchers at the Pew His-
panic Center estimated an unauthorized population of 
between 11.5 million and 12.0 million in March 2006. 
Using a model developed by the former Immigration and 
Naturalization Service, Pew estimated that as much as 
one-half of the population of unauthorized immigrants 
(4.5 million to 6.0 million people) were admitted 
legally—with visas or border crossing cards—but over-
stayed or otherwise violated the terms of their authoriza-
tion; and the remainder of that population (an estimated 
6 million to 7 million individuals) entered the United 
States illegally.15, 16

14. See Michael Hoefer, Nancy Rytina, and Christopher Campbell, 
Estimates of the Unauthorized Immigrant Population Residing in the 
United States: January 2006 (Department of Homeland Security, 
Office of Immigration Statistics, 2007), available at www.dhs.gov/
xlibrary/assets/statistics/publications/ill_pe_2006.pdf.
than estimates of the total size of the population. Histori-
cally, most foreign-born residents, including unautho-
rized immigrants, have settled in a few states. In 1990, 
almost 75 percent of the total foreign-born population 
and almost 90 percent of unauthorized immigrants lived 

15. For more information on this model, see Robert Warren, Estimates 
of the Undocumented Population Residing in the United States: Octo-
ber 1996 (Immigration and Naturalization Service, Office of Pol-
icy and Planning, 1996). As part of the Homeland Security Act of 
2002, the functions of the Immigration and Naturalization Ser-
vice were transferred to the Department of Homeland Security. 
Immigration and naturalization are the responsibility of Citizen-
ship and Immigration Services. The border enforcement functions 
are split between two offices: Customs and Border Protection and 
Immigration and Customs Enforcement.

16. Pew Hispanic Center, Modes of Entry for the Unauthorized Migrant 
Population: Fact Sheet (Washington, D.C.: Pew Hispanic Center, 
May 22, 2006), available at http://pewhispanic.org/files/
factsheets/19.pdf.
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in six states: California, Florida, Illinois, New Jersey, New more immigrants settle in states not traditionally consid-

Box 1.

Continued
In addition to disagreements about the methods that 
should be used to determine a national aggregate 
effect and the lack of reliable and consistent data, a 
number of other factors make it difficult to compare 
findings across studies: 

B The estimates use varying sources of data for people 
and fiscal information. The studies used data from 
a variety of sources, including but not limited to 
the Census Bureau, Immigration and Customs 
Enforcement, the former Immigration and Natu-
ralization Service, the National Center for Educa-
tion Statistics, a model developed by the Institute 
for Taxation and Economic Policy that estimates 
tax payments, and data from individual state and 
local programs.

B The population is not defined in the same way across 
reports. Because the estimates looked at different 
populations of immigrants, few of them are com-
parable. For example, although most estimates 
looked only at unauthorized immigrants, others 
did not differentiate between unauthorized and 
legal immigrants. Some included all foreign-born 
residents, regardless of their immigration status, 
and some included children of unauthorized 
immigrants who were born in the United States 
(even though those children are U.S. citizens). If 
the U.S.-born children of unauthorized immi-

grants had been included in the estimates, the 
costs of certain programs, particularly education, 
would be higher.

B State and local governments vary widely in the types 
of benefits they provide and how they collect tax 
revenue. Benefit programs and tax policies vary 
greatly among and even within states, making it 
difficult to produce a national estimate of the 
aggregate budget impact on all state and local 
jurisdictions. Even the studies that considered 
multiple jurisdictions or programs were con-
strained by those geographic variations. 

B The impact in one jurisdiction cannot be generalized 
to other areas. Because many unauthorized immi-
grants reside in a few states, most studies to date 
have focused on the jurisdictions in which those 
immigrants have traditionally lived and therefore 
are most likely not representative of the effects in 
other states. Demographic changes suggest, how-
ever, that other states whose populations of unau-
thorized immigrants are rapidly increasing also 
will face growing fiscal pressures in the future. 
Recent reports have estimated those costs in 
states—such as Minnesota, Missouri, North Caro-
lina, and Oregon—that have not traditionally had 
large populations of unauthorized immigrants.
York, and Texas.17 The concentration of that population 
in just a few states has been diminishing, however, as

17. See “States Ranked by Numeric Difference in the Foreign-Born 
Population: 1990, 2000, and 2005,” Migration Information Source 
(Washington, D.C.: Migration Policy Institute), available at 
www.migrationinformation.org/DataHub/acscensus.cfm. 
ered destinations for recent immigrant populations. 
Using census data, Pew found that, in 2004, 10 times as 
many unauthorized immigrants lived outside the six tra-
ditional settlement states than in 1990. There was a 
marked increase in the number of unauthorized immi-
grants settling in states such as Arizona, Georgia, North 
Carolina, and Tennessee—states that previously had little
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experience with such immigration.18, 19 That phenome-
non notwithstanding, unauthorized immigrants in most 
states make up a small portion of the state’s population. 
In California, however, where Pew estimates that one-
quarter of all unauthorized immigrants live, those immi-
grants make up an estimated 8 percent of the total state 
population.20 

Demographic characteristics are key factors in estimating 
the unauthorized population’s fiscal impact on state and 
local governments. Characteristics such as age, gender, 
employment status, occupation, and level of income are 
needed to estimate school attendance and tax revenues, 
for example. Using data from the Census Bureau’s March 
2005 Current Population Survey (CPS), Pew analysts 
found that of the approximately 11 million unauthorized 
immigrants living in the United States in 2005, 5.4 mil-
lion were adult males, 3.9 million were adult females, and 
1.8 million were children under 18 years of age. An addi-
tional 3.1 million children of unauthorized immigrants 
were U.S. citizens, Pew estimated.21 Among Pew’s other 
findings: Members of unauthorized families were typi-

18. Although not traditionally a destination for unauthorized immi-
grants, Arizona has seen a dramatic increase in that population in 
recent years, making it the state with the fourth highest estimated 
number of unauthorized immigrants (about 575,000, in 2007) 
and one of the states with the highest estimated percentage of 
unauthorized immigrants (9 percent). See Immigrants in the 
United States, 2007: A Profile of America’s Foreign-Born Population 
(Washington, D.C.: Center for Immigration Studies, November 
2007), available at www.cis.org/articles/2007/back1007.html

19. See Jeffrey S. Passel, Estimates of the Size and Characteristics of the 
Undocumented Population (Washington, D.C.: Pew Hispanic Cen-
ter, March 21, 2005).

20. In 2006, Pew estimated that between 55 percent and 60 percent 
of all unauthorized immigrants lived in six states: Arizona, Cali-
fornia, Florida, New York, Texas, and Illinois. See Pew Hispanic 
Center, Estimates of the Unauthorized Migrant Population for States 
Based on the March 2005 CPS (Washington, D.C.: Pew Hispanic 
Center, April 26, 2006). Comparing those estimates to census 
data, unauthorized immigrants ranged from about 3 percent of 
the total state population in Illinois to 8 percent in California. 

21. See Jeffrey S. Passel, The Size and Characteristics of the Unautho-
rized Migrant Population in the U.S.: Estimates Based on the March 
2005 Current Population Survey (Washington, D.C.: Pew Hispanic 
Center, March 7, 2006), available at http://pewhispanic.org/files/
reports/61.pdf.
cally much younger and less educated than members of 
families composed of legal immigrants and U.S. citizens. 
The unauthorized population included 7.2 million work-
ers, typically employed in lower-wage occupations in the 
agricultural, construction, and service industries. Analysts 
at the Urban Institute reported that in 2004, unautho-
rized immigrant men were less likely to be unemployed 
than native-born men (4.6 percent compared with 
6.5 percent) and unauthorized immigrant women were 
more likely to be unemployed than native-born women 
(8.2 percent compared with 5.2 percent).22 

In addition to demographic information, the extent to 
which this population pays taxes is also an important 
determinant of the fiscal impact of unauthorized immi-
grants. Data from the Social Security Administration 
(SSA) and the Internal Revenue Service (IRS) suggest 
that some unauthorized immigrants use false or fraudu-
lently obtained Social Security numbers (SSNs) to satisfy 
paperwork requirements during the hiring process and 
that employers use those numbers to withhold federal, 
state, and local income and payroll taxes for employees. 
Workers who do not qualify for SSNs can use Individual 
Tax Identification Numbers issued by the IRS to file tax 
returns, make payments, and apply for refunds. Although 
there are no reliable data on unauthorized immigrants’ 
rate of compliance with tax laws, the IRS estimates that 
about 6 million unauthorized immigrants file individual 
income tax returns each year.23 Other researchers esti-
mate that between 50 percent and 75 percent of unau-
thorized immigrants pay federal, state, and local taxes. 
For example:

B The SSA assumes that about half of unauthorized 
immigrants pay Social Security taxes.24 

22. See Karina Fortuny and others, The Characteristics of Unauthorized 
Immigrants in California, Los Angeles County, and the United States 
(Washington, D.C.: Urban Institute, 2007)

23. See Paula N. Singer and Linda Dodd-Major, “Identification 
Numbers and U.S. Government Compliance Initiatives,” Tax 
Notes, vol. 104 (September 20, 2004), pp. 1429–1433.

24. Social Security Advisory Board, Issue Brief No. 1, The Impact of 
Immigration on Social Security and the National Economy (report 
prepared by Joel Feinleib and David Warner, December 2005), 
available at www.ssab.gov/brief-1-immigration.pdf.
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B Several of the states whose estimates CBO reviewed 
used a model developed by the Institute for Taxation 
and Economic Policy (ITEP) to determine state and 
local taxes paid by unauthorized immigrants. ITEP 
assumes a 50 percent compliance rate for income and 
payroll taxes.25

B Researchers from the Urban Institute, the Migration 
Policy Institute, the Pew Hispanic Center, and the 
Center for Immigration Studies have assumed a 
55 percent compliance rate for income, Social Secu-
rity, and Medicare taxes.26 

B As part of a larger study on migration, the Center for 
Comparative Immigration Studies at the University of 
California at San Diego conducted a survey of unau-
thorized immigrants and found that, in 2006, 75 per-
cent had taxes withheld from their paychecks, filed tax 
returns, or both.27 

Spending by State and Local 
Governments
Over the past two decades, many state and local govern-
ments, as well as researchers and academics, have tried to 
identify and quantify the fiscal impact of immigration on 

25. See Robin Baker and Rich Jones, State and Local Taxes Paid in Col-
orado by Undocumented Immigrants, Issue Brief No. 3 (Denver: 
Bell Policy Center, June 30, 2006), available at www.thebell.org/
PUBS/IssBrf/2006/06ImmigTaxes.pdf; Sarah Beth Coffey, Undoc-
umented Immigrants in Georgia: Tax Contributions and Fiscal Con-
cerns (Atlanta: Georgia Budget and Policy Institute, January 
2006), available at www.gbpi.org/pubs/garevenue/20060119.pdf; 
Ruth Ehresman, Undocumented Workers: Impact on Missouri’s 
Economy (St. Louis: Missouri Budget Project, June 21, 2006), 
available at www.mobudget.org/newstatebudgetreports.htm; and 
New Mexico Fiscal Policy Project, Undocumented Immigrants in 
New Mexico: State Tax Contributions and Fiscal Concerns (Albu-
querque: New Mexico Voices for Children, May 2006), available 
at www.nmvoices.org/attachments/immigrant_tax_report.pdf.

26. See Steve Camarota, The High Cost of Cheap Labor (Washington, 
D.C.: Center for Immigration Studies, 2004); and Randy Capps 
and others, Civic Contributions: Taxes Paid by Immigrants in the 
Washington, D.C., Metropolitan Area (Washington, D.C.: Urban 
Institute, 2006).

27. See Wayne A. Cornelius and Jessica M. Lewis, eds., Impacts of 
Border Enforcement on Mexican Migration: The View from Sending 
Communities (La Jolla, Calif.: University of California at San 
Diego, Center for Comparative Immigration Studies, 2007).
state and local governments. Most of those estimates have 
concentrated on costs associated with unauthorized 
immigrants, but some include costs related to other cate-
gories of people, such as children of unauthorized immi-
grants born in the United States, legal immigrants, refu-
gees, and asylum-seekers.28 The estimates looked at a 
range of public services, primarily concentrating on the 
cost of programs over which states have limited options 
for controlling costs, such as those related to education, 
health care, and law enforcement (including incarcera-
tion).29 

Education
Education is the largest single expenditure in state and 
local budgets. Because state and local governments bear 
the primary fiscal and administrative responsibility of 
providing schooling from kindergarten through grade 12, 
they incur substantial costs to educate children who are 
unauthorized immigrants.30, 31 In 1982, the Supreme 
Court ruled that states may not exclude children from 
public education because of their immigration status.32 
Current estimates indicate that about 2 million school-
age children (5 to 17 years old) in the United States are 
unauthorized immigrants; an additional 3 million 

28. Refugees and asylum-seekers are people who are unable or unwill-
ing to return to their country of origin because of the risk of perse-
cution or because of a well-founded fear of persecution. Refugees 
apply for admission from outside of the United States; asylum-
seekers request legal admission from within the United States or at 
a U.S. port of entry.

29. Several of the earlier estimates also examined spending on public 
assistance programs. However, the main federal program for pro-
viding public assistance during that time, Aid to Families with 
Dependent Children, no longer exists, and there have been no 
comprehensive estimates of the costs imposed by unauthorized 
immigrants on the program that replaced it, Temporary Assistance 
for Needy Families. CBO has therefore not included those find-
ings in its analysis. 

30. The federal government provides about 10 percent of the total 
amount spent by all levels of government on kindergarten through 
grade 12 each year.

31. Most of the estimates that CBO reviewed did not include costs 
associated with children who were born to unauthorized immi-
grants in the United States because those children are U.S. citi-
zens. If those children had been included in the estimates, their 
fiscal impact—particularly on education—would have been 
higher.

32. Plyler v. Doe, 457 U.S. 202 (1982).
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children are U.S. citizens born to unauthorized immi-
grants.33 According to the most recent population data 
released by the Census Bureau, as of July 2006, there 
were 53.3 million school-age children in the United 
States.34 Thus, children who are unauthorized immi-
grants represent almost 4 percent of the overall school-age 
population. Their numbers are growing quickly in some 
states, adding additional budgetary pressures. For 
example:

B As part of a larger study on the impact of unautho-
rized immigrants in Minnesota, the state’s Depart-
ment of Administration estimated that, during the 
2003–2004 school year, the state and local govern-
ments in Minnesota spent between $79 million and 
$118 million to educate an estimated 9,400 to 14,000 
children who were unauthorized immigrants.35 The 
agency also estimated that an additional $39 million 
was spent for children who were U.S. citizens but 
whose parents were unauthorized immigrants. Accord-
ing to census data, Minnesota state and local govern-
ments spent about $8 billion for elementary and 
secondary education during the 2003–2004 school 
year (excluding capital costs for building maintenance 
and construction). The state estimated that its popula-
tion of immigrant students—both legal and unautho-
rized—had almost doubled, from about 9,000 to 
more than 16,000, between 2000 and 2004. 

B On the basis of a population estimate developed by 
the Pew Hispanic Center, analysts at the New Mexico 
Fiscal Policy Project reported that, for the 2003–2004 
school year, total spending in New Mexico at the state 
and local levels for 9,200 unauthorized immigrant 
schoolchildren was about $67 million.36 The Census 

33. See Urban Institute, Children of Immigrants: Facts and Figures 
(Washington, D.C.: Urban Institute, 2006); and Passel, Unautho-
rized Migrants.

34. See Bureau of the Census, Annual Estimates of the Population by 
Selected Age Groups and Sex for the United States: April 1, 2000, to 
July 1, 2006, Series NC-EST2006-02 (last updated May 17, 
2007), available at www.census.gov/popest/national/asrh/
NC-EST2006-sa.html. (This estimate includes children 5 to 17 
years of age.)

35. See Minnesota Department of Administration, Office of Strategic 
Planning and Results Management, The Impact of Illegal Immigra-
tion on Minnesota: Costs and Population Trends (December 8, 
2005), available at www.leg.state.mn.us/lrl/issues/immigration.
asp.
Bureau reports that state and local expenditures for 
elementary and secondary education during that 
period in New Mexico totaled almost $3 billion. Of 
the estimated 40,000 unauthorized immigrants cur-
rently living in New Mexico, 95 percent are believed 
to be recent arrivals, having lived in that state for fewer 
than 10 years.

Health Care
Immigrants in the United States, both authorized and 
unauthorized, are less likely than their native-born coun-
terparts to have health insurance. 37 As a result, they are 
more likely to rely on emergency rooms or public clinics 
for health care. The federal government requires health 
facilities that receive federal assistance to provide a certain 
level of service to residents, regardless of their ability to 
pay for such medical services or their immigration status. 
The amount of uncompensated care provided by some 
state and local governments is growing because an 
increasing number of unauthorized immigrants are using 
those services. According to a report commissioned by 
the United States/Mexico Border Counties Coalition, in 
2000, county governments that share a border with Mex-
ico incurred almost $190 million in costs for providing 
uncompensated care to unauthorized immigrants; that 
figure represented about one-quarter of all uncompen-
sated health costs incurred by those governments in that 
year.38 

While those costs are increasing rapidly for some jurisdic-
tions, they account for a small percentage of spending by 
most state and local governments. For example, in 2006, 
the Oklahoma Health Care Authority estimated that it 
would spend about $9.7 million on emergency Medicaid 
services for unauthorized immigrants that year, and that 
80 percent of those costs would be for services associated

36. See New Mexico Fiscal Policy Project, Undocumented Immigrants 
in New Mexico.

37. The Census Bureau estimates that foreign-born individuals are 
between two and two-and-a-half times more likely than native-
born residents to lack health insurance. See Robert J. Mills and 
Shailesh Bhandari, Health Insurance Coverage in the United States: 
2002 (Bureau of the Census, 2003).

38. See MGT of America, Medical Emergency: Costs of Uncompensated 
Care in Southwest Border Counties (report prepared for the United 
States/Mexico Border Counties Coalition, September 2002), 
available at www.bordercounties.org.
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with childbirth.39 The agency’s actual total spending for 
that year was $3.1 billion. The agency also reported that, 
since fiscal year 2003 (the first fiscal year considered), the 
services provided to unauthorized immigrants have 
accounted for less than 1 percent of the total individuals 
served and cost less than 1 percent of the total dollars 
spent for Medicaid services.

Law Enforcement
Unauthorized immigrants who commit criminal acts or 
who require law enforcement services to protect them 
from criminal acts or behavior impose a variety of costs 
on state and local budgets. Although state and local law 
enforcement activities related to unauthorized immi-
grants include the same protections that ordinary citizens 
rely upon (such as investigating reports of criminal activ-
ity that may have targeted an unauthorized immigrant), 
the estimates that are currently available include only 
costs related to the prosecution and incarceration of 
unauthorized immigrants under state and local laws. 

Unauthorized immigrants accused or convicted of com-
mitting crimes (other than immigration-related offenses) 
are not deported immediately; rather, they enter into and 
are processed through the local criminal justice system in 
the same fashion that any other suspect would be. The 
federal government may take custody of those who are 
convicted after they have completed their sentences 
and then begin the deportation process, but until that 
point, state and local governments bear the cost of inves-
tigating, detaining, prosecuting, and incarcerating such 
immigrants. 

Researchers from Rutgers University have found that, in 
general, immigrants are less likely than native-born citi-
zens to be incarcerated.40 However, the number of unau-
thorized immigrants in some state and local criminal jus-
tice systems adds significantly to law enforcement costs. 
For example, in 2001, the United States/Mexico Border 

39. See statement of Nico Gomez, spokesman for Oklahoma Health 
Care Authority, before the Oklahoma Senate Task Force on Immi-
gration, September 18, 2006. The Medicaid program is funded 
jointly by the states and the federal government. This report did 
not include the federal portion of funding for the program. 

40. See Kristin F. Butcher and Anne Morrison Piehl, Why Are Immi-
grants’ Incarceration Rates So Low? Evidence on Selective Immigra-
tion, Deterrence, and Deportation, Working Paper No. 2005-19 
(Chicago: Federal Reserve Bank of Chicago, November 2005), 
available at www.chicagofed.org/publications/workingpapers/
wp2005_19.pdf.
Counties Coalition reported that law enforcement activi-
ties involving unauthorized immigrants in four states—
California, Arizona, New Mexico, and Texas—cost some 
county governments that share a border with Mexico a 
combined total of more than $108 million in 1999.41 Of 
the counties included in the report, San Diego County 
incurred the largest cost, spending over $50 million that 
year, or almost half of all estimated costs incurred by the 
border counties. That amount represented about 9 per-
cent of San Diego County’s total spending ($541 million) 
for law enforcement activities that year. The report iden-
tified several factors that influenced the fiscal impact on 
each county, including the number of ports of entry, the 
population of neighboring Mexican communities, border 
terrain, and federal programs for deterring illegal entry.

Revenues Versus Spending
The available estimates of the budgetary impact of unau-
thorized immigrants vary greatly in their timing and 
scope. Most of the studies that include both revenues and 
costs for multiple programs show that state and local gov-
ernments spend more on unauthorized immigrants than 
they collect in revenues from that population. For 
example:

B Recent estimates indicate that annual costs for unau-
thorized immigrants in Colorado were between 
$217 million and $225 million for education, Medic-
aid, and corrections.42 By comparison, taxes collected 
from unauthorized immigrants at both the state and 
local levels amounted to an estimated $159 million to 
$194 million annually.43 

41. See Tanis J. Salant and others, Illegal Immigrants in U.S./Mexico 
Border Counties: The Costs for Law Enforcement, Criminal Justice, 
and Emergency Medical Services (report prepared for the United 
States/Mexico Border Counties Coalition, February 2001). That 
report included costs incurred by the offices of the sheriff, the 
marshal, the district attorney, the public defender, the superior 
court, the medical examiner, and probation and juvenile services. 
It did not include activities related to border enforcement.

42. See Robin Baker and Rich Jones, Costs of Federally Mandated Ser-
vices to Undocumented Immigrants in Colorado, Issue Brief No. 4 
(Denver: Bell Policy Center, June 30, 2006). See also Elizabeth 
Burger, Immigration in Colorado: State Impact and Recent Legisla-
tion, Legislative Council, Staff Issue Brief No. 06-04 (Denver: 
Colorado General Assembly, 2006). This estimate used figures for 
multiple years for each of the three program areas and offset costs 
with federal transfers for incarceration and Medicaid.

43. See Baker and Jones, State and Local Taxes Paid in Colorado by 
Undocumented Immigrants.
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B The Iowa Legislative Services Agency reported that the 
estimated 70,000 unauthorized immigrants in the 
state paid between $45.5 million and $70.9 million in 
state income and sales taxes in fiscal year 2004.44 The 
report did not quantify the costs of providing specific 
services to unauthorized immigrants. Rather, it esti-
mated an average benefit of $1,534 per state resident 
based on total spending from the state’s general fund 
and the number of state residents (including unautho-
rized immigrants). Using that average benefit calcula-
tion, the estimated cost for providing all services to 
unauthorized immigrants was $107.4 million in fiscal 
year 2004.

Some studies estimated that states may collect more in 
taxes from unauthorized immigrants than they spend to 
provide education for children who are unauthorized 
immigrants, but those studies do not include costs associ-
ated with health care or law enforcement. For example:

B In 2006, the Missouri Budget Project estimated that 
unauthorized immigrants paid between $29 million 
and $57 million in state income, property, and excise 
taxes.45 That organization estimated that the state 
spent between $17.5 million and $32.6 million to 
provide elementary and secondary education for 
between 5,800 and 10,833 unauthorized immigrants. 
Local districts incurred between $26.5 million and 
$49.3 million in additional costs for educational 
services. 

B The New Mexico Fiscal Policy Project estimated that 
the state collects about $69 million annually in indi-
vidual income, property, and sales taxes from unau-
thorized immigrants, about $1 million to $2 million 
more annually than it spends on public elementary 
and secondary education for children who are unau-
thorized immigrants.46 

Another report—prepared by the state comptroller of 
Texas—estimated that, in 2006, the state collected 
$424 million more in revenue from unauthorized immi-

44. See Kerri Johannsen, Undocumented Immigrants’ Cost to the State 
(Des Moines: Iowa Legislative Services Agency, February 22, 
2007).

45. See Ehresman, Undocumented Workers.

46. See New Mexico Fiscal Policy Project, Undocumented Immigrants 
in New Mexico.
grants than it spent to provide education, health care, and 
law enforcement activities for that population.47 How-
ever, the state estimated that local governments incurred 
$1.4 billion in uncompensated costs for health care and 
law enforcement.

Federal Assistance
Federal lawmakers have established several programs to 
assist state and local governments in funding the addi-
tional costs associated with providing services to unau-
thorized immigrants. Those programs, however, do not 
offset the full costs of providing those services. Although 
some of the reports that CBO reviewed included such 
transfers in their estimates of the net impact of unautho-
rized immigrants, most did not. 

Education
The Department of Education estimates that out of the 
nearly $1 trillion slated to be spent nationwide during the 
2007–2008 school year on all levels of education, about 
90 percent of those funds will come from state, local, and 
private sources; the federal government typically provides 
funding for about 10 percent of total educational expen-
ditures nationwide. Most federal funding for kindergar-
ten through grade 12 comes from various grants autho-
rized in the No Child Left Behind Act of 2001 and the 
Individuals with Disabilities Education Act of 2004; 
however, some funding also comes from the Head Start 
program administered by the Department of Health and 
Human Services and the School Lunch program adminis-
tered by the Department of Agriculture. Most federal 
grants for education are allocated to schools at a per-
student rate, regardless of the student’s immigration 
status.

The federal government also provides grants specifically 
intended to subsidize the cost of educating immigrant 
schoolchildren. The English Language Acquisition pro-
gram is the primary support program provided under 
No Child Left Behind. Through that program, schools 
receive funds for teaching English to children with lim-
ited language proficiency. Grants are allocated to states 
using a formula that awards 80 percent of the funds on 

47. See Carole Keeton Strayhorn, Undocumented Immigrants in Texas: 
A Financial Analysis of the Impact to the State Budget and Economy 
(special report prepared by the Office of the Comptroller of Texas, 
December 2006), available at www.cpa.state.tx.us/specialrpt/
undocumented/undocumented.pdf.
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the basis of the number of children in the state that par-
ticipate in limited-English proficiency programs; the 
remaining funds are allocated proportionally on the basis 
of the number of children in the state who are immi-
grants (regardless of their legal status).48 In fiscal year 
2006, the states received $621 million through this pro-
gram. Although those grant programs offset some of the 
costs that unauthorized immigrants impose on state and 
local governments, the available funding is targeted only 
to language education and does not cover costs for gen-
eral education.

Health Care
Most of the available estimates that CBO reviewed for its 
analysis were prepared when there was no federal pro-
gram specifically designed to help state and local govern-
ments provide emergency health care to immigrants. 
However, several federal programs currently subsidize the 
states’ costs of providing medical care to low-income and 
underserved populations, including, to some extent, 
uninsured authorized and unauthorized immigrants.

Of the programs that provide federal assistance for emer-
gency health care, Medicaid is the largest. The federal 
government sets the basic rules governing administration, 
eligibility, the scope of coverage, and the quantity of ser-
vices and shares the cost of the program with the states. 
The states have great flexibility in determining eligibility 
requirements for their Medicaid programs. Hence, there 
is great variation from state to state in terms of who qual-
ifies for such services, the types of services provided, and 
how much the state pays for each service. Historically, the 
federal government has paid anywhere from 50 percent to 
83 percent of all Medicaid costs (the weighted average is 
about 57 percent), depending on the per capita income of 
the state. 

The Consolidated Omnibus Budget Reconciliation Act 
of 1986 amended Medicaid law to authorize assistance to 
health care providers for services related to childbirth and 
emergency medical treatment delivered to immigrants 
who would, except for their immigration status, qualify 
for Medicaid benefits. This program is often referred to as 
emergency Medicaid.49 Unauthorized immigrants may 
receive care through this program under the following 
circumstances: if they meet certain income requirements 
and are pregnant; if they are under the age of 19 or at 

48. These programs may also be referred to as English as a Second 
Language, bilingual education, or dual immersion classes.
least 65 years old; if they are disabled; or if they are the 
caregiver of a child under the age of 18. However, emer-
gency Medicaid covers only those services that are neces-
sary to stabilize a patient; any other services delivered 
after a patient is stabilized are not covered. 

In 2003, the Congress and the President enacted the 
Medicare Modernization Act, which appropriated 
$250 million annually from fiscal year 2005 through 
2008 to be distributed to hospitals and other health care 
providers for the cost of emergency health services for 
unauthorized immigrants. (A similar program, authorized 
in 1997, provided $25 million to 12 states for each fiscal 
year from 1998 to 2001; however, that program was not 
continued.)50 By statute, two-thirds of the $250 million 
is to be divided proportionally among all states on the 
basis of the number of unauthorized immigrants residing 
in each state; the remaining one-third is to be split among 
the six states with the highest number of removable aliens 
that have been arrested by federal immigration officials. 

According to the Centers for Medicare and Medicaid Ser-
vices (CMS), more than 15,000 health care providers 
have registered for payments through this program. Anal-
ysis of the awards data shows that the total awards allo-
cated to states have increased each quarter. For the third 
quarter of fiscal year 2005, CMS disbursed 20 percent of 
the available funds for that quarter. The amount remain-
ing of the initial allocations for each state is available in 
the following quarters. By the end of the fourth quarter 
of fiscal year 2006, CMS awarded almost 95 percent of 
the newly available funds for that quarter. By the end of 
fiscal year 2006, providers in eight states—Alabama, 
Connecticut, Florida, Kansas, Louisiana, Nebraska, 
Nevada, and Texas—had submitted and received pay-
ments for at least 90 percent of the funds allocated to 
those states. In total, for fiscal years 2005 and 2006, 
CMS had awarded half of the $500 million available.

49. Hospitals can submit charges for providing care to “qualified 
immigrants,” defined as those who are legal permanent residents, 
refugees, asylum-seekers, immigrants who have had deportation 
withheld, immigrants granted parole for at least one year, immi-
grants granted conditional entry, battered immigrants and their 
child/children, immigrants born in Canada who are at least 50 
percent Native American, and immigrants who are Cuban or Hai-
tian entrants.

50. Letter to state Medicaid directors from Sally K. Richardson, 
Director, Center for Medicaid and State Operations, Health Care 
Financing Administration, November 24, 1997.
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Law Enforcement
The Immigration Reform and Control Act of 1986 
authorized the federal government to help state and local 
governments pay for some of the costs of incarcerating 
unauthorized immigrants who were convicted of com-
mitting crimes other than immigration-related offenses. 
The Department of Justice started providing assistance to 
states in 1994 through the State Criminal Alien Assis-
tance Program (SCAAP). State and local governments 
apply for those funds annually by submitting demo-
graphic data on individual unauthorized immigrants who 
have been incarcerated, the length of each prisoner’s 
incarceration, and the total costs per facility for the sala-
ries of correction officers. The Department of Justice uses 
that information to determine the number of inmates 
meeting the program’s requirements and to allocate avail-
able funding to each facility in proportion to the amount 
of money spent for the salaries of correction officers. 

Between 2000 and 2006, the Department of Justice 
awarded almost $2.8 billion in SCAAP funds to more 
than 800 state and local jurisdictions, including all 50 
states and the District of Columbia. Since the program 
began, those funds have offset only a portion of the 
amounts that state and local governments spent to incar-
cerate those criminals. In 2005, the awards represented 
33 percent of eligible requests.

For several reasons, the total costs reported by state and 
local governments for incarcerating unauthorized immi-
grants exceed federal payments. First, according to the 
program’s guidelines, applicants may request assistance 
only for unauthorized immigrants who have committed 
felonies or multiple misdemeanor offenses and who have 
been incarcerated for at least four days. Second, the for-
mula used to calculate each jurisdiction’s aid includes 
only the costs of providing correction officers’ salaries. 
The department then allocates whatever funds are appro-
priated for the program on the basis of the number of 
verified prisoners and the salary costs per facility. The 
program does not include costs for the detention of aliens 
who do not meet program guidelines or for the costs of 
housing, feeding, or providing medical care to those pris-
oners. State and local governments bear those costs. 
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