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Through a variety of mechanisms, immigrants boost the economy, with the result that immigrants 
contributed 15 percent to the economy between 1990 and 2016.

Immigrants not only increase aggregate demand and the size of the labor force but also boost productivity 
in a way that raises wages for everyone.

Immigrants are net contributors to both federal and state budgets.

The Economic Benefit of Immigration

Between 1990 and 2016, the size of the economy would have been approximately 15 percentage points lower 
without immigration, according to one study. Research consistently finds that immigrants contribute to the 
economy in a variety of ways.

Consumption and Work

One obvious way that immigrants boost the economy is through consumption. Recipients of Deferred Action for 
Childhood Arrivals (DACA)—only one class of immigrant—provide $40 billion in economic activity annually. 
But immigrants also contribute to the economy by working. Not only do immigrants add to the overall labor 
force, but foreign-born workers have higher labor-market participation rates (65.2 percent) than native-born 
workers (62.8 percent), compounding the benefits of immigration.
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https://www.citibank.com/commercialbank/insights/assets/docs/2018/migration-economy.pdf
https://www.brookings.edu/wp-content/uploads/2018/10/ImmigrationFacts_Web_1008_540pm.pdf
https://www.cbpp.org/sites/default/files/atoms/files/8-15-19pov.pdf
https://cdn.americanprogress.org/content/uploads/2019/06/26065948/JawetzHouseBudgetTestimony2.pdf?_ga=2.248864519.1852939268.1619458467-1815872170.1619458467
https://www.bls.gov/news.release/pdf/forbrn.pdf


AMERICANACTIONFORUM.ORG

https://www.americanactionforum.org/wp-content/uploads/2021/04/Picture4.png
https://www.americanactionforum.org/wp-content/uploads/2021/04/Picture4.png


Entrepreneurship and Specialization

Immigrants spur higher productivity in a couple of ways. One is through entrepreneurship. Immigrants are 
disproportionally more likely to start their own business, and in 2020, 44 percent of the Fortune 500 companies 
were founded by immigrants or their children, with these companies employing 62,000 workers on average.

Immigrants also spur productivity gains through specialization. A study from the National Bureau of Economic 
Research found that immigrants have different skill sets and preferences than U.S.-born workers, leading them 
to specialize in different types of jobs. This boost to productivity translates to wage gains for native-born 
workers as well as immigrants.

Taxes and Spending

Immigrants are also a net benefit to federal and state budgets. First-generation immigrants might initially cost 
more, but that trend is reversed for subsequent generations. One study found that second-generation immigrants 
are “among the strongest economic and fiscal contributors in the U.S. population, contributing more in taxes 
than either their parents or the rest of the native-born population.” DACA recipients provide nearly $3 billion to 
the Treasury.

This brief is adapted from “Building a Pro-Growth Legal Immigration System,” AAF’s immigration-reform 
proposal.
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https://www.nap.edu/catalog/23550/the-economic-and-fiscal-consequences-of-immigration
https://www.americanactionforum.org/research/fiscal-implications-daca-program/
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