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EXECUTIVE SUMMARY

1. This document is the joint work of the Performance and Innovation Unit in the
Cabinet Office and the Economics and Resource Analysis Unit of the Home Office.
It attempts to lpok at migration in the round: beginning with theory and background
trends, proceeding to a discussion of the current policy framework in the context of
the Government’'s high level objectives, and examining the economic and social

outcomes current pollcy delivers and their contribution to those objectives. It
conchates with suggest f*-rt_,,. fyr future policy deveiopment for further debate and
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2. This study is for discussion purposes only and does not constitute a statement of
Government policy. In particular, this study is intended to be the start of a process
of further research and debate — by identifying both what we know from existing
data sources and analysis and where further analysis IS required. There is a real
need for more research in this area —~ indeed, it is striking how little research on
migration there has been in the UK.

&

Chapter 1 sets out the background to the report. There Is an emerging consensus,
in both the UK and the rest of the EU, that we need a new analytical framework for

thinking about migration policypf we are to maximise the contribution of migration to
the Government’s economic and social objectivesJ

4. Chapter 2 discusses the economic theory of migration. This is similar to the theory
of trade, but migration is a much more complex phenomenon than trade. Like
trade, migration is likely to enhance economic growth and the welfare of both
natives and migrants; and restrictions on migration are likely to have economic
costs. However, people move for a variety of reasons, by no means all economic.
And there are significant externalities — both social and economic — to migration.
Moreover, migration is not a one-way, one-off process. We conclude this chapter
by looking at the empirical evidence: while far from definitive, it appears to support
the conclusion that migration tends to promote economic growth.

5. Chapter 3 argues that the conventional picture of UK post-war migration was never
- the whole truth; and is inadequate to describe current realities. Migration to the UK
nas recently risen. This rise appears to be largely driven by economic forces, and is
occurring across all categories of migrants, from people entering with work permits

to asylum seekers. It reflects a number of factors:

e economic globalisation;

e increasing ecanomic integration and labour mobility within the EU;
e increased political instability around the world;

o {he current strength of the UK labour market.

6. All but the last are related to globalisation; and are therefore not likely to reverse.
Migration therefore appears to be on a secular upward trend. Indeed, over the
medium to longer term, migration pressures will intensify in Europe as a result of
demographic changes./ But this should not be viewed as a negative: to the extent
that migration is driven by market forces, it is likely to be economically beneficial.
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On the other hand, trying to halt or reverse market-driven migration will be very
difficult (perhaps impossibie) and economlcally damaglngj
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Chapter 6 then analyses the economic and social outcomes of policy, both for the
migrants themselves and for the UK as a whole. The principal findings are the
following:

Migrants are very heterogeneous, differing at least as much from each other as
they differ from the general population. There is some evidence that migrants are

concentrated at the upper,and lower ends of the skill and mcome spectrums
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Migrants areﬁ'easona successful jn the labour market twith higher average
incomes than natives, though lower activity rates. The key determinants of success

are education and English language fluency, which interact in complex ways. Key

barriers to migrant labour market success are lack of general knowledge about the

UK labour market; restrictions on access to employment; and lack of recognition of
agualifications and/or access to certification/re-certification.

Migrants tend to flow to areas where there is excess demand for labour
(notably in L.ondon and the South-East) and are often adept at taking advantage of

labour and skills shortages; however, many migrants live in neighbourhoods with
relatively high levels of unemployment.

There is little evidence that native workers are harmed by migration. There is
considerable support for the view that migrants fill labour market gaps, hence
improving productivity and reducing inflationary pressures. However, continued skill
shortages in some areas and sectors, and substantial presence of irregular
migrants in others, suggests that legal migration is, at present, insufficient to meet
demand at either the low or high-skill ends of the labour market. Migrants’ impacts
on congestion and other externalities are difficult to estimate, but may be important.

Migration also has implications for the countries of origin. The migration of
skiled workers might in some circumstances have a negative impact on
development and poverty reduction in poor countries, though the effects are
complex and will vary by country, by sector and over time.

The broader fiscal impact of migration is likely to be positive, because of
migrants’ favourable age distribution. Again, employment is a key determinant.

Not enough is known about migrants’ social outcomes. Migranis ]?re not
disproportionately involved in crimeé]nor do they disproportionately claim benefits,
although once again there is considerable heterogeneity. As with natives, lack of
employment is highly likely to be correlated with exclusion; in the case of migrants,



L in turn feed back into wider economic benefits. N
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® }The more general social impact of migration is very difficult to assess. DBenefits . "
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this may be exacerbated by, and interact with, lack of English language fluency and
more general lack of knowledge about UK soc:ety
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include a widening of consumer choice and significant cultural contributions; these
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