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Because facts matter.

Undocumented Workers Are Taxpayers, Too

It's essential that Oregonians recognize the important contribution undocumented workers
make to our state’s economy. Undocumented immigrants perform vital work in certain
industries. Together they earn roughly $2.3 billion to $4.5 billion a year, much of it undoubtedly
spent on goods and services purchased from Oregon businesses. And beside labor and
purchasing power, undocumented immigrants contribute to Oregon’s economy in the form of
taxes.

This issue brief updates OCPP’s estimates of tax contributions by undocumented Oregon
workers. Specifically, OCPP estimates (1) how much undocumented workers pay in state and
local income, property and excise taxes; and (2) how much they pay in federal Social Security
and Medicare taxes. In addition, we estimate the taxes paid by employers in the name of
undocumented workers. These include the employer’s share of Social Security and Medicare
taxes and the amount employers pay in state Unemployment Insurance taxes in the name of
undocumented workers.

Data on undocumented workers is more limited than data on workers generally. Though it is not
possible to determine precisely the tax contributions made by undocumented workers, the
available data allows reasonable estimates of the likely scale of tax payments undocumented
workers make.

Estimated annual tax contributions of undocumented workers in Oregon

Estimated number of undocumented immigrants in Oregon 110,000 — 220,000

Estimated total annual income of undocumented workers $2.3 billion to $4.5 billion

Total of estimated taxes paid by undocumented workers: $154 million to $309 million
State and local income, excise and property taxes $68 million to $136 million
Social Security taxes $70 million to $140 million
Medicare taxes $16 million to $33 million

Total of estimated taxes paid by Oregon employers

in the name of undocumented workers: $121 million to $243 million

State Unemployment Insurance taxes $35 million to $70 million
Social Security taxes $70 million to $140 million
Medicare taxes $16 million to $33 million
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How many undocumented immigrants live in Oregon?

Oregon’s undocumented immigrant population is estimated at between
110,000 and 220,000.

The first step in computing the approximate taxes paid by undocumented workers in Oregon is
to determine the size of the undocumented population. The Pew Hispanic Center estimates
Oregon’s 2010 undocumented immigrant population at between 110,000 and 220,000.! This
estimate is in line with prior estimates by the center,2 and with a report by the former
Immigration and Naturalization Service (now U.S. Citizenship and Immigration Services).?
OCPP’s analysis assumes that Oregon’s undocumented immigrant population is between
110,000 and 220,000.

How much do undocumented workers earn each year?

The typical undocumented immigrant household earns $36,000 a year.

In total, undocumented workers living in Oregon earn between $2.3
billion and $4.5 billion a year.

National data shows that undocumented workers tend to work in low-wage jobs. Nationally,
undocumented workers are concentrated in farming, grounds-keeping and building
maintenance, construction and food preparation jobs.4

The Pew Hispanic Center has estimated the income of undocumented households based on
analysis of U.S. Census Bureau data. These estimates include individual undocumented
immigrants as well as couples with and without children.>

According to the Pew Hispanic Center, the median income® of undocumented immigrant
households is $36,000.” Thus, OCPP estimates that undocumented immigrant workers living in
Oregon earn a total of between $2.3 billion and $4.5 billion in income annually.8

How much do undocumented Oregon immigrants pay in state and local income,
property and excise taxes?

Undocumented immigrants annually contribute to Oregon between $68
million and $136 million in state and local income, property and excise
taxes.
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To estimate how much undocumented Oregon immigrants pay in state and local income,
property and excise taxes (such as gas and cigarette taxes), OCPP relied upon data from the
Institute on Taxation and Economic Policy (ITEP), a non-profit, non-partisan research and
education organization based in Washington, D.C., which provides tax information to state
policy makers and others. ITEP maintains a model of state and local tax structures that allows
researchers to estimate the state and local tax contributions of families at different income
levels.

ITEP’s model can be used to estimate the tax contributions of undocumented immigrant
families. We made two adjustments to ITEP’s basic model so it could better estimate the taxes
paid by undocumented immigrants. First, the model was adjusted so that all households are
assumed to be renters, not homeowners. This was done so that property taxes would be more
accurately apportioned to them. OCPP assumes that few, if any, undocumented immigrants pay
property taxes as homeowners. Second, since studies suggest that between 50 and 70 percent of
undocumented workers pay income and payroll taxes, OCPP conservatively adjusted the model
to subject only half (50 percent) of the income earned by undocumented workers in Oregon to
state income taxes.®

Based on these assumptions, OCPP estimates that undocumented immigrants contribute
annually to Oregon between $68 million and $136 million in state and local income, property
and excise taxes.10

How much do undocumented Oregon workers pay in Social Security and
Medicare taxes?

Undocumented workers in Oregon pay between $70 million and $140
million annually in Social Security taxes, and another $16 million to $33
million annually in Medicare taxes. Employers match these payments.

Undocumented workers may also have Social Security and Medicare taxes withheld from their
paychecks. OCPP again conservatively assumes that half of undocumented workers in Oregon
pay these payroll taxes. These taxes help fund federal social programs, which will not benefit the
undocumented workers unless in the future they become legal U.S. residents.

OCPP estimates that undocumented immigrant workers in Oregon pay between $70 million and
$140 million annually in Social Security taxes, which is matched with employer contributions.

Undocumented immigrants in Oregon pay another $16 million to $33 million annually in
Medicare taxes, which are also matched by employer contributions.*2
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How much do employers pay in the name of undocumented Oregon workers in
state Unemployment Insurance taxes?

Oregon employers annually pay between $35 million and $70 million in
state Unemployment Insurance taxes in the name of undocumented
workers.

Unemployment Insurance (Ul) provides temporary, partial wage replacement benefits for laid-
off workers. Ul benefits help families avoid the worst aspects of unemployment and sustain
demand for goods and services provided by local businesses. Ul also benefits employers who
must temporarily lay off workers by helping to assure that those workers will be available to
return to work when the employer needs them again.

Undocumented workers are not eligible to receive Ul benefits. As a result, their families,
employers and communities are less stable following layoffs than they otherwise would be.

Even though undocumented workers are ineligible for Ul benefits, some Oregon employers pay
Ul taxes in the name of undocumented workers. These Ul payments to the state unemployment
insurance trust fund help cover unemployment insurance benefits for authorized Oregon
workers.13

As mentioned earlier, studies have found that between 50 and 70 percent of undocumented
immigrants pay income and payroll taxes. Using that research, OCPP assumes that half (50
percent) of the earnings of Oregon undocumented immigrants are subject to Ul taxes that are
paid by their employers.

Based on this assumption, OCPP estimates that Oregon employers annually pay between $35
million and $70 million in state Ul taxes in the name of undocumented workers.* When
undocumented workers are laid off, though, they are not entitled to Ul benefits. The benefits
from these tax contributions accrue to other laid-off workers, their families, employers and
communities.

Many tax-funded public services exclude undocumented immigrant taxpayers

Despite their tax payments, undocumented workers do not qualify for many public services. For
example, they are ineligible for the Oregon Health Plan (Medicaid) generally, Supplemental
Nutrition Assistance Program (food stamps), temporary cash assistance, federal Social Security
and Medicare, and state Unemployment Insurance benefits. They may receive some emergency
services, such as medical coverage for pregnant women or emergency cash assistance for parents
and pregnant women who are victims of domestic violence.® The children of undocumented
workers — most of whom are U.S. citizens, according to the research — may attend public
school.’6
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Conclusion

Public debate about undocumented workers in Oregon should be informed by an understanding
of the significant contributions these workers make to Oregon’s economy — not just as workers
and consumers, but also as taxpayers. A conservative estimate of how much undocumented
workers contribute annually to Oregon’s tax base and to the federal Social Security and
Medicare systems puts that figure at $154 million to $309 million. Additionally, taxes paid by
Oregon employers in the name of undocumented workers total $121 million to $243 million
annually.
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