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The Costs of Closing
DACA Initial Enrollments

Blocking additional Dreamers will cost

the economy and government coffers.
= BY IKE BRANNON AND M. KEVIN McGEE

n July 2020, the Supreme Court rejected the Trump
administration’s attempts to end Deferred Action for
Childhood Arrivals (DACA). The program allows for-
eign-born U.S. residents who arrived illegally in the
United States with their parents before 2012 to obtain
legal status to attend school and gain legal employ-
ment, providing they have no criminal record and
complete a high school education. It was established in 2012 by
the Obama administration via executive order.

The Trump administration expressed its displeasure with the
Supreme Court’s ruling and indicated that it will continue to
seek ways to constrain DACA. Less than a month later, Chad F.
Wolf, the acting secretary for Homeland Security, announced that
the United States would effectively preclude new enrollees from
participating in the program. This enrollment freeze affects both
the “Dreamers”—beneficiaries of the program—who had turned
15 since September 2017, when the administration first froze new
DACA enrollments, as well as those who have yet to reach that
initial enrollment age.

The administration’s hostility to DACA is rooted in its belief
that immigrants take jobs away from U.S. citizens and that limit-
ing legal immigration will invariably boost citizens’” employment
and wages. As Donald Trump putitin aJuly 2015 rally in Phoenix:
“They’re taking our jobs. They’re taking our manufacturing jobs.
They’re taking our money. They’re killing us.”

We believe that the Trump policy will be counterproductive
for U.S. citizens. DACA applies only to people who came to the
United States prior to 2012, and the new enrollees affected by
Wolf’s memorandum are predominantly young people who
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arrived before the age of 7. This cohort would be unlikely to
voluntarily leave the country even if they were denied the ability
to attend school or work legally, and the cost of deporting them
would be prohibitive. Most of them would remain in the United
States and work illegally, should they be denied the ability to
obtain legal employment.

Thus, limiting DACA enrollment is unlikely to reduce the
number of these foreign-born workers in the economy. Rather, the
Trump policy will change their composition in a way that is likely
to harm American workers at the margins of the labor market.

Economists commonly divide the U.S. labor force into two

broad categories of workers: skilled and unskilled. DACA essen-
tially reduces the population of unskilled workers by moving a
cohort of these potential entrants—unskilled foreign-born U.S.
residents who came to the U.S. illegally—into the ranks of skilled
workers by increasing the returns to their finishing high school
and allowing them to legally attend college.

Allowing new enrollees into DACA would not only reduce the
number of foreign-born low-skilled workers—by dint of more of
them becoming skilled workers—but it would also boost demand
for low-skilled workers because skilled workers create jobs for
unskilled workers in a variety of ways.

In a 2019 paper, we showed
that the demise of DACA would
reduce the educational attain-
ment and income of those who
directly benefit by being able to
study or work under its auspices.
(See “Would Suspending DACA
Withstand a Benefit-Cost Analy-
sis?” Winter 2018-2019.) That, in
turn, would affect worker wages
and government revenue; DACA’s
abolishment would cost the fed-
eral, state, and local governments
hundreds of billions of dollars
over the next decade. Here we use
that same analysis to estimate the
specific effect of closing DACA to
new entrants.

Our estimate considers the
effect of new DACA enrollments
on the educational attainment,
future employment, and future
earning of two Dreamer popu-
lations: those who reached age
15 before Wolf’s memorandum,
and those yet to attain that initial
enrollment age. We project that if
new DACA enrollments remain
frozen, over the 2021-2030 decade
those immigrants would see their
combined income decline by
about $6.4 billion. Those losses
would expand dramatically over
time, to about $19.7 billion in lost
income and productivity in the
2031-2040 decade.

The federal government would
lose roughly $2.8 billion in tax rev-
enue from this reduced income in
the next decade. State and local gov-
ernments would lose about $705
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million in tax revenue over the same period. Those losses would
swell to $7.4 billion and $2.0 billion in the following decade.

In other words, closing off DACA would be exceedingly expen-
sive, especially when considering it is completely ineffectual in
achieving its ostensible purpose of creating jobs for U.S. citizens.

EARNING STREAMS WITH AND WITHOUT
DACA INITIAL ENROLLMENT

DACA’s primary economic effect arises because the program
provides young, primarily Hispanic immigrants an incentive to
further their education, thereby increasing their productivity,
lifetime earnings, and taxes paid. To capture those effects, we
estimate the immigrants’ likely future educational attainment,
earnings, and tax liabilities assuming the DACA enrollments
are reopened, and then compare those outcomes with what we
would expect if initial DACA enrollments remain frozen.

Our previous research estimated the
economic effects of fully eliminating

tives of young people denied access to pursue education. We
estimate that high school dropout rates would rise, with the
graduation rate for those who start high school after 2019 falling
to 76%. College enrollment rates would also decline to only about
40% of those high school graduates because the jobs available to
college-educated workers would be effectively foreclosed. But there
is no research suggesting any change in probability of completing
college among the smaller group who do enroll in college.

Our previous research estimated that eliminating new initial
DACA enrollments would reduce employment rates by about 6
percentage points within the cohort. This is not at all surprising
because, without employment authorizations, there would be far
fewer work opportunities.

Research also finds that the lack of legal status reduces the
education wage premium substantially, cutting it nearly in half.
Thus, even those who, despite their lack of legal status, continue

DACA on the entire DACA-eligible popu-
lation. Here we focus solely on the effects
of freezing initial DACA enrollment on its
two youngest groups: (1) the immigrants
who, by October 2020, would have become
eligible for DACA by turning 15 years old if
not for the Trump administration’s reces-
sion of the program on September 5,2017;
and (2) the not-yet-DACA-eligibles who
will turn 15 in the next few years. Accord-
ing to the Migration Policy Institute, the former group includes
roughly 60,000 young people and the latter about 30,000 teenag-
ers. As a reference, those 90,000 young people are more than the
entire high-school-age population of West Virginia.

Should DACA initial enrollment be reopened, we projecta 5.6%
annual dropout rate for these young people for the last three years
of high school, based on data from the U.S. Department of Edu-
cation’s National Center for Education Statistics. We also project
that 67.1% of the DACA-eligibles with high school degrees will
enroll in college. We estimate that 44.8% of these college enrollees
will subsequently earn college degrees.

These projections allow us to forecast three streams of labor
force entrants, assuming DACA initial enrollment is immediately
reopened: one with only high school diplomas, one with some
college education, and one with college degrees. (Remember, high
school dropouts do not qualify for DACA.)

We then use National Center for Education Statistics (NCES)
data to project these immigrants’ future earnings. Starting sala-
ries and age-earnings profiles differ by educational attainment.
The resulting estimates forecast that if DACA enrollments were
immediately reopened, these two groups of young people would in
aggregate earn about $2.64 billion in income in 2030. We project
thata decade later, their aggregate income will grow to $3.30 billion.

Eliminating new DACA enrollments would reduce the incen-

Closing off DACA would be exceedingly expensive,
especially when considering it is completely ineffectual
in achieving its ostensible purpose of creating jobs

for U.S. citizens.

to graduate from college would earn far less over their lifetimes
than if DACA were open to them, primarily because the most
productive occupations will be closed to them.

Our resulting projections show that a continued freeze on
initial DACA enrollments would have a major effect on the lives
of these 90,000 young people. If new initial DACA enrollments
remain frozen, these young people would earn about $1.45 billion
in aggregate income in the year 2030, about 45% less than if DACA
enrollments are reopened. Because illegal status would flatten
their earnings profiles, in 2040 their aggregate income would be
52% less than if DACA enrollments were reopened.

Over the 2021-2030 decade, continuing to freeze DACA enroll-
ments would reduce these young people’s aggregate nominal
earnings from $17.1 billion without the freeze to $10.7 billion
with the freeze, a $6.4 billion (37%) loss. Over a 20-year period,
the income loss would reach $26.1 billion, 45% less than if DACA
enrollments are reopened.

These will be tragedies for the people involved, but they also
represent losses for society. The lost income represents lost pro-
ductivity as prospective scientists, lawyers, and engineers are
forced to settle for lives as roofers and fast-food workers. By taking
away these young people’s access to high productivity employ-
ment, we will be reducing our nation’s pool of high-skilled workers
while expanding our supply of low-skilled workers, supplanting
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the jobs of U.S.-born low-skilled workers while creating fewer
jobs. Itis hard to argue that this is an optimal strategy for anyone.

What is more, these income and productivity losses are likely
underestimated for three reasons. First, a significant portion of
the compensation of high-skilled workers comes in the form of
health insurance and other employer-provided benefits, which we
do not consider. Second, we ignore the employer’s share of Social
Security taxes, which is, effectively, employee income that has been
taxed away but entitles the employee to future retirement income.
Finally, worker productivity invariably exceeds the worker’s com-
pensation, which means that compensation only represents a floor
on the worker’s productive contribution to society.

HOW THE DACA INITIAL ENROLLMENT
PROHIBITION AFFECTS FEDERAL TAX REVENUE

Freezing DACA enrollments will affect federal tax revenues in two
ways. First, with less education resulting in lower incomes, these
cohorts will have lower tax liabilities. Because these workers will
no longer have legal work authorization—and will therefore be
driven to “underground” employment—the federal government
will be less successful in collecting taxes owed.

We base our estimates of the aggregate income tax liabilities
using the tax rates adopted after passage of the Tax Cut and Jobs
Act in December 2017. If DACA enrollments are reopened, the
two potentially DACA-eligible groups will pay $1.18 billion in
federal income taxes over the 2021-2030 decade and $4.38 billion
in federal income taxes in the next 20 years. Without DACA enroll-
ment, these young people are projected to owe only $620 million
in federal income taxes over the 2021-2030 decade respectively,
and $1.92 billion in federal income taxes in the next 20 years.

Further, most of those tax obligations will not be paid. Social
Security’s Office of the Chief Actuary has estimated that only
about 44% of undocumented workers pay Social Security taxes.
Applying this same compliance rate to federal income taxes would
mean that without DACA enrollment these two groups will pay
only $273 million in federal income taxes over the next decade
and $845 million in federal income taxes in the next 20 years.

Thus, failing to reopen DACA initial enrollments will cost the
federal government $905 million in forgone income tax revenue
over the next decade and $3.531 billion over the next 20 years.

Multiplying the 10- and 20-year aggregate nominal earnings
amounts by the combined employer-and-employee Social Security
and Medicare tax (FICA) rate of 15.3% gives us an upper bound
for this population’s total FICA tax liabilities. We project that
these young people would pay $2.61 billion in FICA taxes over
the 2021-2030 decade and $8.75 billion over the next 20 years. In
contrast, without DACA enrollment, these young people are pro-
jected to owe only $1.65 billion in FICA taxes over the 2021-2030
decade and $4.77 billion in FICA taxes in the next 20 years.

Applying the 44% compliance rate estimated by the chief actu-
ary, we project that without DACA enrollment these immigrants
will pay only $719 million in FICA taxes over the 2021-2030

TABLE 1

Lost DACA Resident Income, Top States ($M)
State 2021-30 2021-40
California $2,076.2 $8,475.3
Texas $968.0 $3,951.3
Tlinois $331.3 $1,352.4
New York $289.1 $1,180.0
Arizona $213.1 $870.2
Florida $207.6 $847.4
New Jersey $201.0 $820.4
North Carolina $194.6 $794.6
Georgia $182.4 $744.6
Washington $178.6 $729.0

TABLE 2

Lost Tax Revenue, Top States ($M)

State 2021-30 2021-40
California $261.6 $987.0
Texas $79.4 $324.0
Illinois $37.8 $147.3
New York $47.4 $179.6
New Jersey $24.4 $94.2
Florida $14.2 $57.8
Arizona $20.4 $79.9
Georgia $18.6 $71.2
Washington $14.9 $60.6
Colorado $16.5 $63.4

decade and $2.09 billion in FICA taxes in the next 20 years. Thus,
failing to reopen DACA initial enrollments will cost the federal
government $1.89 billion in forgone FICA tax revenue over the
next decade and $6.66 billion over the next 20 years.

Therefore, we project the federal government’s overall tax
revenue losses (income tax plus FICA) from failing to reopen
DACA initial enrollments will amount to $2.8 billion over the
next decade and $10.19 billion over the next 20 years.

STATE TAX LOSSES

Continuing to freeze initial DACA enrollments would also
reduce state and local government tax revenues by reducing the
incomes and the concomitant consumer spending that those
governments tax. We estimated those revenue effects by first cal-
culating each state’s share of the total DACA population based
on U.S. Citizenship and Immigration Services data. We then
weighted those shares by states’ 2018 median household incomes
to estimate the share of total DACA income for each state.
Table 1 shows the losses in DACA residents’ income for the 10
most affected states. California residents bear the biggest cost of an
enrollment freeze, costing it $2.1 billion over the next decade and $8.5
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billion over the next 20 years. Texas, Illinois, and New York residents
would also lose over $1 billion in income over the next 20 years.

These income losses would cause state and local tax revenue
reductions as well. We use the Survey of State and Local Govern-
ment Finances’ state and local tax revenue data to estimate how
the losses above would affect property, sales, and gross receipts
tax revenue for each state. We calculate estimated changes in
income tax revenue similarly, based on the assumption that only
44% of the affected groups’ incomes will be reported if the freeze
on initial enrollments continues.

Table 2 reports the aggregate tax revenue loss for the 10 most
affected states. Again, California will absorb the biggest effect,
losing $262 million over the next decade. The total 10-year effect
on all 50 states is about $705 million. The 20-year state and local
tax revenue losses from the enrollment freeze will be over 3.5 times
larger than the 10-year losses.

A PYRRHIC VICTORY FOR REDUCING
LEGAL IMMIGRATION

There can be a valid rationale for limiting immigration into the
United States. Increasing the number of low-skilled immigrants
undoubtedly puts downward pressure on the wages of U.S.-born
low-skilled workers in the short run. But we believe these wage
pressures are relatively minor and that the broad-based benefits
of immigration outweigh the costs. A superior approach to this
very real problem would be to enact policies that help our low-
skilled workers to withstand these forces, either via a more robust
Earned Income Tax Credit, enhanced training opportunities, an
unemployment insurance system that provides more resources
for workers to afford new education or skill enhancements, or
even incentives to help low-skilled workers relocate to where
there may be an abundance of jobs.

However, reducing the scope of DACA by closing it to new
entrants provides no benefits to U.S.-born low-skilled workers.
While its closure may seem to reduce the number of foreign-born
workers in the U.S. labor market, the reality is that these potential
enrollees are already here, and they are not going back to their
home country.

Therefore, we are left with a choice: do we want the bulk of
these U.S. residents to be skilled workers or unskilled workers?
Reopening initial DACA enrollments would encourage these
young people to invest in education and training, increasing
their employable skills. Until the COVID-19 pandemic took root,
regions across the United States were dealing with very real short-
ages of all kinds of skilled workers, and foreign-born workers were
filling a sizable proportion of those jobs. We fully expect those
shortages to reappear once the pandemic subsides.

The facile zero-sum narrative of immigration and employment
simply does not capture the labor market dynamics inherent in
the DACA decision. Our analysis finds that closing DACA to new
entrants would reduce their education, productivity, and wages,
and cost the U.S. billions of dollars in federal, state, and local tax

revenue. And it would do so without creating a single new job for
a U.S. citizen. In short, it is a policy that cannot be economically
justified in any rational way. (R
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