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1. Introduction

Immigration is now the most hotly contested political issue in the UK, outstripping 
unemployment or public service quality as a cause of public concern. There can be no denying 
that people are worried, although the economic reasons for rising public anxiety are not easy to 
identify. After all, the last decade has witnessed an expansion of employment, significant falls 
in unemployment and rising national prosperity. Most people are better off than they were ten 
years ago, employment insecurity has fallen and job satisfaction remains high. 

Of course, there are some clouds on the horizon. The slowdown in the housing market over 
recent months is the most obvious example – although one might say that this was precisely 
the intention of the Bank of England’s Monetary Policy Committee when they began to 
increase interest rates in 2006. Moreover, the slight softening in the labour market that we 
have witnessed might also be seen as a natural and intended consequence of monetary policy 
decisions. It is hardly surprising that unemployment should rise a little in an economy where 
interest rates are being pushed up to dampen the inflationary pressure created by high and 
unsustainable levels of debt-driven consumption. And the Bank’s recent decision to cut interest 
rates (April 2008) suggests that they now believe that there is an irresistible case for a modest 
loosening of monetary policy to compensate for the implications of the credit crunch. 

That we are about to encounter a period of economic turbulence is generally accepted – 
although the seriousness of the slowdown remains in the territory of Rumsfeldian ‘unknown 
unknowns’. Will the USA prove sufficiently resilient to weather the economic storm whipped up 
by the collapse of the sub-prime mortgage market? Will the rising oil price turn into a serious oil 
shock? Will the low dollar create unforeseen turbulence in currency markets, with devastating 
consequences for the world economy? 

These are all good questions that offer us equally good reasons to be at least nervous if not 
pessimistic about the future. But is it right to believe that migration should be added to this 
cocktail as a cause of both labour market turbulence and social dislocation? In other words, is 
there any evidence to show that migrant workers are ‘taking our jobs’ or ‘forcing down wages’?

Certainly, the belief that migration leads to higher unemployment and lower wages is 
widespread, popular and endlessly repeated by politicians and commentators as if it is a fact. 
This is not a party political observation. Politicians from all parts of the spectrum are expressing 
concern about the issue. Yet hard evidence can seem scarce and personal experience or 
anecdote are too often seen as reasonable substitutes. Certainly, there can be no doubt that 
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there are real problems with the migration statistics (as we shall see), but there is very little 
either in economic theory or in the recent empirical work to suggest that migration is having a 
significant negative impact on the UK labour market. 

Some of the supposed ‘trends’ that have fuelled the high level of public concern may be about 
to come to an end – for example, the number of migrants arriving in the UK from the EU 
member states of Eastern and Central Europe has fallen modestly over the last year, as has 
‘net’ immigration1. And it may simply be the case that migration has borne the brunt of public 
and political anxiety about other sources of economic discontent. There can be little doubt, 
for example, that the economies of all developed countries are going through a process of 
rapid and often painful restructuring largely as a result of technological change and market 
integration. This manifests itself as a process of permanent revolution in many organisations, 
so that even though people may not fear immediate unemployment they are justifiably uncertain 
about their futures.

The arrival of large numbers of migrant workers can also be disruptive to those communities 
with little experience of migration in the past. That migrants are now to be found in ‘untraditional’ 
locations is confirmed by some of the data and by the arguments of those local authorities who 
complain that government grants are based on false assumptions about population levels. 
While some of this may be discounted as a tactical bid for additional resources, the argument 
is not entirely without merit and these authorities are probably right when they say that their 
populations have both grown and changed in ethnic composition over the last decade.

Perhaps a more serious source of social tension is to be found in the rather disturbing fact that 
the number of workless households has remained virtually unchanged since 1997, although 
slightly more people have joined the ranks of the working poor2. In other words, we have 
almost as many families excluded from the labour market today as was the case a decade ago. 
Paul Gregg and Jonathan Wadsworth first pointed out this phenomenon in the early 1990s, 
observing that while the UK had more people in work than ever before, these additional jobs 
were becoming concentrated in households where one other adult was already in work3. It was 
assumed that changes in public policy after the 1997 general election would begin to reverse 
this trend, but while this has happened to some extent, progress has been slower than many 
anticipated. There were 2.2 million workless households in 1996/97 and 1.8 million in 2005/06. 
Solving the problem of labour market exclusion remains a significant challenge. 

1 ‘Net’ immigration for these purposes is defined as inflows of migrants minus outflows of emigrants.
2 Cooke and Lawton, Working out of poverty: A study of the low paid and the ‘working poor’, IPPR (2008)
3 Gregg and Wadsworth, More Work in Fewer Households, NIESR (1994)

Introduction
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Put another way, it seems that the principal beneficiaries of employment growth have come 
from households where one adult is already in work. The completely workless households are 
as disconnected from the labour market today as they were in 1997 – perhaps even more so; 
after all, one would have expected workless households to have benefited from the expansion 
of employment, but the evidence suggests that the new jobs have either gone to adults from 
‘working households’ or to recent migrants. 

One can understand that the workless may feel they have a justifiable grievance if the economy 
is creating large numbers of jobs yet they are failing to benefit. Of course, the workless are not 
losing their jobs through this process since they are by definition already unemployed – or more 
accurately ‘inactive’. Migration is not having a displacement effect, but it could be compounding 
the problem of exclusion.

It would be wrong to conclude from this experience that government policies have failed and 
right to argue that addressing the workless households phenomenon may demand more 
intensive intervention and support for the communities most affected. In part this may be a 
question of raising the level of formal accredited skills or dealing with the absence of basic 
skills (literacy and numeracy). More important, perhaps, is a determined effort to remedy 
the deficiency of ‘soft skills’ amongst the workless (communication, problem solving, taking 
responsibility, working in a team, understanding some of the basic disciplines of work). But skills 
alone are unlikely to be sufficient. Policy must also focus on the quality and location of social 
housing (to overcome the problem of benefit dependent estates), limited local job opportunities, 
low motivation, aspirations or confidence and poor financial incentives to work – despite the 
government’s efforts so far to make work pay. 

For the avoidance of doubt, this argument should not be read as an attempt to draw a distinction 
between the deserving and the undeserving poor. It is instead a reflection of the harsh reality 
that there is a stubborn residue of worklessness that cannot be eliminated through the ‘natural’ 
process of economic growth. The workless families may find that their boats have been pulled 
so far up the beach that they are never lifted by a rising tide – and this would still be the case 
even if there had been no increase in inward migration, if only because many of the workless 
are in no sense ‘job ready’. 

This paper is therefore written from the perspective that the recent high levels of inward 
migration have, on balance, been a significant advantage for the UK economy. There is little 
evidence to show that recent migrants have displaced UK nationals or that there has been 

Introduction
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significant downward pressure on wages (partly because the national minimum wage has 
been rising rapidly). The counterfactual to consider is what might have happened in either 
the complete absence of migration or migration at a much lower level; if, for example, the 
government had prevented workers coming to the UK from the eight new EU member states 
in Central and Eastern Europe (hereafter A8 countries) since their accession in 2004. We can 
hypothesise that the labour market would have been considerably tighter, especially at the 
bottom end. Employers would have had to offer higher wages to attract scarce labour and 
it is reasonable to assume that this would have had a ripple effect further up the earnings 
distribution as more affluent workers restored their differentials.

A natural consequence of this process would have been higher interest rates as the Bank 
of England tried to restrain wage inflation (which would have taken place at the same time 
as a housing boom). No doubt monetary policy would have proved successful in cooling the 
economy, although at some cost to employment and growth. In other words, migration has 
helped to oil the wheels and in the absence of migrant labour we would have experienced 
higher inflation, higher interest rates, lower growth and higher unemployment. It may be hard to 
reconcile this case with the populist notion that immigration is an economic ‘bad’, but the UK’s 
recent experience would suggest that the availability of migrant workers, far from increasing 
labour market turbulence, has been a source of economic stability.

This, in outline, is the argument advanced in this paper. Those who are already convinced (and 
there may be some) need read no further, but for the sceptics, the remainder of this account 
develops the argument at greater length and explores the following specific issues:

International evidence on the impact of migration on wages and employment.• 
Migration flows into the UK over the past decade – with a particular focus on A8 • 
migrants.
The characteristics and destinations of migrant workers – who are they, where are they • 
working, in which regions and in which sectors?
The evidence (or lack of it) that migration is forcing up unemployment in the UK for the • 
most disadvantaged workers – with a particular focus on youth unemployment.
The impact of migration on the wages of native-born workers.• 
Economic trends in Central and Eastern Europe; with particular reference to the impact • 
this may have on the propensity to migrate.
The problem of the UK’s workless households.• 
Policy options for the future.• 

Introduction
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Even though some of the data are inconsistent and have been subject to perpetual revision, 
there is still enough robust information available to tell a clear and consistent story. It is 
essential as this discussion develops to focus attention on the critical economic issues and not 
be deflected by a desire to draw inappropriate conclusions from poorly understood statistics. 
Politicians must be extremely cautious in handling the evidence, given the wide scope for 
misinterpretation, the sensitivity of the issues and the possibility that xenophobia is lurking just 
below the horizon. For members of parliament to continue to assert that migrants are ‘taking 
our jobs’ or ‘forcing down wages’ is alarmist, misleading and wrong. We must debate these 
questions on the facts. Of course, there is no substitute for good data. Government must 
recognise that reliable statistics are the best defence against tendentious arguments clothed in 
the doubtful respectability of insubstantial economics. 

Introduction
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2. Some economic theory and international evidence

International 

evidence on 

unemployment

The UK’s recent experience of migration is by no means historically unique. In the past the 
world has seen much larger movements of population – this was certainly true of the nineteenth 
century, with emigration from Europe to the Americas and Australasia – and the UK has had 
recent experience (from the 1940s onwards) of immigration from the New Commonwealth. 
Indeed, many of the arguments used against migration today are identical to those used in 
earlier periods. In California in the 1890s trade unions campaigned against immigration from 
China and Japan on the grounds that American workers were being adversely affected. And 
in the 1960s the Smithfield meat porters organised a somewhat notorious demonstration in 
support of Enoch Powell. Migration continues to be a divisive issue across the developed 
world. George Bush recently found himself in some difficulty with his own Republican party on 
immigration policy, Nicolas Sarkozy was criticised for ‘anti-immigrant’ remarks in the French 
presidential election campaign and Gordon Brown has been both praised and criticised for his 
desire that the UK economy should generate ‘British jobs for British workers’.

In all these cases the politicians have been responding to popular concerns about labour 
conditions and widespread anxieties about culture and integration. The purpose of this chapter 
is to review the international evidence on the first of these topics. In other words, is there any 
substance to the argument that inward migration pushes up unemployment amongst ‘native’ 
workers and forces down wages?

The most recent comprehensive review of the international evidence can be found in two 
papers published by the OECD4. They observe that much of the work done to date suggests 
that migration has little or no impact on employment, although it is also argued that while the 
public fears seem to be grossly exaggerated, ‘it remains questionable whether economic studies 
have grasped the exact nature of labour market adjustments to immigration’. Decoded from the 
Delphic language of the OECD, this could be read to suggest that there may be good reasons 
to be worried; after all, they suggest that migration can create both losers and winners amongst 
native-born workers. On the other hand, it would be wrong to be unduly anxious because the 
OECD also argue that if the policy framework is right then the potential negative effects can be 
easily avoided. 

One of the standard studies referred to by the OECD shows that there is a small and often 
insignificant impact on local labour market outcomes, to the extent that a 1 per cent increase in 
the number of immigrants reduces employment for low skilled workers by 0.04 per cent 

4 Jean and Jimenez, The Unemployment Impact of Immigration in OECD Countries (2007), Jean et al, Migration in 
OECD Countries: Labour Market Impact and Integration Issues (2007)
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and reduces employment on average by a ‘negligible’ 0.02 per cent5. Similarly, an analysis of 
immigration levels and unemployment rates show no obvious relationship – some countries with 
high levels of immigration have lower levels of unemployment than countries with lower levels of 
immigration. 

Having reviewed experience across the developed world, the OECD conclude that:

No significant, permanent effect of immigration on the unemployment rate of natives is 
uncovered, but the results suggest that there is a temporary and delayed positive impact, 
vanishing after three to five years6. 

However, while these headline findings are encouraging there are some important differences 
between countries that need to be explained. For example, the estimated effect on employment 
(although relatively small) tends to be higher in Europe than in the United States, whereas the 
impact on wages is higher in the United States than in Europe. This suggests that national 
policies can lead to rather different labour market consequences; with the OECD calculating 
that product market regulation and to a lesser extent labour market regulation can cause higher 
unemployment amongst native workers. 

It is important to understand how this argument works in theory so that appropriate policies 
can be adopted in practice. The essence of the OECD’s case is that migrants have an impact 
on both product markets and labour markets. An increase in the number of migrants will lead 
to higher demand for goods and services – after all, migrants must eat, buy clothes, travel and 
furnish their homes. This in turn can have an impact on the demand for labour, simply because 
employers are experiencing a higher demand for their products. As the OECD point out, the 
demand effect is to increase profitability in the short term and investment (growing capital stock) 
in the long term (because rising profits get reinvested). But the smooth working of this simple 
theoretical model depends on market responsiveness – in other words, employers must be able 
to meet the increase in demand generated by the new migrants. 

The regulation of product markets can create barriers to entry that make the process of 
adjustment bumpier. A mismatch of demand and supply in product markets is likely to lead to a 
mismatch in labour markets. In other words, if firms find it difficult to respond to rising demand 
(and new firms cannot be formed easily) then an increase in demand for products will take

5 Longhi et al, The Impact of Immigration on the Employment of Natives in Local Labour Markets (2005)
6 Jean and Jimenez, op cit, p.7

Some economic theory and international evidence
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longer to generate an increase in the demand for labour. However, at the same time, the 
recently arrived migrants will be competing with native workers for a limited number of jobs. 
If the migrants are willing to work for significantly lower wages than natives then native 
unemployment will rise. Integrating migrants successfully into the labour market of the receiving 
country will eventually take place in most regulatory environments, but policy settings (to what 
extent are product markets regulated?) can affect the speed of the adjustment. 

The OECD highlight the importance of differences in the skills possessed by migrants and the 
native born. In other words, if the skill mix is different then migrants will be complementing rather 
than competing with native workers and prosperity is likely to rise if the labour market allows 
employers to make use of these skill complementarities. A simple example may illuminate this 
argument. Foreign doctors working in the NHS are obviously filling a gap created by a shortage 
of supply of British doctors. They are not displacing British doctors, are clearly not willing to work 
for lower wages and are playing an important role in matching labour demand to labour supply. 
The NHS (and many other public services) would cease to function if labour supply pressures 
were not relieved by the availability of skilled professionals from abroad.

The role of employment protection legislation (EPL) is also said to be important and once again 
we must be clear about how different policies can affect each other. If firms are subject to fairly 
tight constraints on firing (‘strong EPL’) then they will be reluctant to substitute migrants for 
native workers because of these high firing costs. However, the OECD point out that strong 
EPL may have the effect of boosting migrants’ employment as the process unfolds, simply 
because migrants are less likely than natives to be covered by the relevant legislation and their 
labour costs are therefore likely to be lower. The OECD make a similar observation in relation 
to unemployment benefits, suggesting that higher benefits reduce native employment and boost 
migrant employment. This is because the ‘reservation wage’ of natives will be determined by the 
level of benefits – people want to earn more in work than they get from benefits – and migrants, 
who may have no entitlement to benefits, will by definition be willing to work for lower pay (in 
economists’ language, migrants have a lower ‘reservation wage’)7.

One might read this account as just another example of the OECD making the argument for 
liberal product market regulation, weak EPL and low benefits. However, this is to misconstrue 
a subtle case. Policymakers must understand the causal linkages between product and 
labour market policies if they are to make appropriate trade offs and develop an approach that 
combines economic dynamism with social justice. Moreover, as the OECD point out, product 

7 Ibid, p.12

Some economic theory and international evidence
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International 

evidence 

on wages

market policies are rather more important in this context than labour market policies. On this 
view, governments must do their utmost to ensure that markets are competitive at the same 
time as they implement policies to guarantee that workers (including migrants) are properly 
protected. Or, in the OECD’s words:

(T)he unemployment impact of immigration is thus both stronger and more durable 
under more-stringent anti-competitive regulation in the product market… (B)arriers to 
competition…significantly increase the persistence of unemployment shocks… the supply 
response, in particular through firm creation, is key to the adjustment of the economy8.

A second key finding is that it is changes in the share of immigrants in the labour force 
that influence the employment prospects of natives – and the impact is temporary. A level 
of migration that holds steady the number of migrants in the labour force has no impact 
whatsoever on native employment. Of course, so far as the UK is concerned there can be little 
doubt that we have witnessed a significant increase in the share of migrants in the labour force 
– particularly since the accession of the A8 countries in 2004. Whether this has had any impact 
on wages and employment in the UK is considered later in this paper.

We should note that these conclusions are derived from empirical work assessing the 
employment experiences of the USA, New Zealand, Australia and the EU159. The results are 
compelling and represent the best assessment of the employment impact of migration since 
they are looking at effects at the level of the whole economy (aggregate effects) rather then 
the impact of migration in local labour markets – partly because immigrants may be attracted 
by areas in which employment growth (and wage growth too) is strongest, which may skew the 
results. 

The evidence on wage effects, as with the work on employment effects, suggests that over time 
the impact is either small or positive10. For example, in the extensive review of the literature 
cited earlier, Longhi et al find that a 1 per cent increase in the share of immigrants in the labour 
force lowers wages by around 0.12 per cent. Nevertheless, studies estimating wage effects 
are subject to the same two methodological constraints as the studies assessing employment 
effects. First, immigrants are attracted to thriving labour markets where employment and wages 
are both growing rapidly – as opposed to where labour markets are growing more slowly. 

8  Ibid, p.20
9  The OECD also examine the impact of a significant labour market shock in Israel following the rapid migration of Jews 
from Russia – in relative terms this is the largest shock that they review. Once again they find limited negative effects 
that disappear over time. 
10 Jean et al, op cit. This paper offers an extensive account of the impact on employment in particular and is required 
reading for anybody with an interest in the subject. 

Some economic theory and international evidence
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Assessment 

and 

implications 

for the UK

According to the OECD this may ‘bias towards zero’ the estimated effect of immigration on 
wages because immigration has the effect of moving wages in those high migration areas 
towards the level of wage growth in the wider economy. Second, natives may respond to 
competition from migrants by either moving to another location or by upgrading their skills so 
that they are operating in a different segment of the labour market. As the OECD point out, this 
means that an inter-regional comparison of the impact of migration on labour market outcomes 
may give a false picture. 

Some studies that have sought to correct for these methodological challenges find a rather 
more significant effect on wages. For example, there is evidence from the USA to show that a 1 
per cent increase in migrant labour in a particular segment of the labour market reduces wages 
by around 0.3 to 0.4 per cent. The surprise perhaps is that even this superior estimation method 
produces such a small number. Another result from the same study shows that native workers 
are (as we have already noted) more likely to move from high migration to low migration areas.

But while these findings may look persuasive it is important to understand that even here the 
effects are described as short-term, lasting no more than three years. And the results have been 
contested by another study which shows that geographical mobility is unimportant and that the 
wages of lower-skilled workers relative to medium-skilled workers in the USA have not changed 
over time, even though there are many more low-skilled migrants competing with lower-skilled 
native workers11.

Having reviewed the literature, the OECD conclude that in the USA migration seems to have 
a negative impact on native wages in the short term, with the losers being those workers most 
in competition with the migrants. On the other hand there may be a positive effect on average 
wages in the medium term.

Perhaps the critical point here is that even the statistically ‘significant’ effects are small. As a 
matter of empirical analysis there is no case for saying that migration asserts an inevitable and 
sustained downward pull on the wages of the majority.

At this point we might summarise the argument as follows: contrary to the popular myth, 
migration seems to have a largely benign effect and, other things being equal, offers long-run 
economic benefits. The international evidence records no real experience of migrants either 
‘stealing our jobs’ or ‘forcing down our wages’.

11 Ibid, p.11, Borjas, Native Migration and the Labour Market Impact of Immigration, NBER Working Paper No 11610. 
Card, Is the New Immigration Really so Bad? Economic Journal, Vol 115, No 507, F300-F323

Some economic theory and international evidence
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Moreover, the analytical framework outlined here helps to explain the differential impact of 
migration in different countries. For example, the UK enjoys a policy setting that, from the 
OECD’s perspective, is most conducive to the rapid absorption of migrants. Our product 
markets are amongst the most liberal in the developed world (Figure 1 on the next page) and 
our employment protection legislation is weaker than any other country except the USA (Figure 
2 on page 16). On these grounds, we might say that of all the countries of Europe, the UK was 
better placed than almost any other country to cope with the arrival of a large number of A8 
migrants in 2004-05.

There is another instrument of policy that it important in this context, the role of a minimum 
wage. One reason why there may be a bigger impact on wages in the USA is perhaps because 
there is no effective wage floor. The Federal minimum wage is fixed at a very low level by 
international standards and is worth about £3.60 an hour at current exchange rates, whereas 
the UKs National Minimum Wage is fixed at £5.52 (and set to rise to £5.73 in October 2008). 

It is not entirely surprising that a huge increase of low skilled migrants can drag down the wages 
of low skilled natives if there is direct competition for jobs and no effective protection for the 
lowest paid. This is entirely consistent with the OECD’s story as outlined above, although it 
assumes that migrants are competing with native workers rather than complementing native 
workers by filling gaps in labour supply. The weakness of the US minimum wage can therefore 
help to explain why some US commentators have taken the view that migration is having an 
adverse impact on American workers. But, consistent with our earlier argument, the correct 
response is not necessarily to end migration but to institute a higher minimum wage which, 
if fixed appropriately, can act as a safeguard against exploitation without having any adverse 
impact on the labour market12.

Of course, the extent to which inward migration creates a labour market shock will depend on 
the wider performance of the economy. In other words, the negative effects could be greater 
if the economy is in recession and if unemployment is rising. On the other hand, migrants are 
attracted to the UK precisely because they can find employment opportunities here. As we shall 
see later, most migrants are in work, paying taxes and contributing to the national insurance 
system. We should also bear in mind that governments are likely to restrict migration from 
outside the EU if the economy is experiencing some turbulence. Indeed, the UK government’s 
points system will have precisely this effect and will be introduced at a time of lower growth and 
a weaker labour market.

12 Coats, The National Minimum Wage: Retrospect and Prospect (2007). See also Dustmann et al, A study of migrant 
workers and the National Minimum Wage and enforcement issues that arise, Low Pay Commission (2006)

Some economic theory and international evidence
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Figure 1: Product Market Regulation 2006 (scale 0-6 from least to most restrictive)
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Source: OECD Structural Indicators 2007

The most important task for us must be to test the OECD’s analysis against recent experience 
in the UK. In other words is their hypothesis right? Do liberal product markets ensure that large 
migrant inflows can be absorbed without any significant impact on native workers? Is it right to 
be broadly optimistic about the impact of migration on the economy? 

Before we answer these questions we might usefully try and get a sense of the numbers so that 
we understand just who has been coming to the UK in recent times, where they have gone to 
work and in which sectors they have been employed. Of course, we also need to view these 
phenomena in the broader context of a growing economy, with a high employment rate, low 
unemployment, a changing demographic profile, apparent skill shortages and a high number of 
‘workless households’. It is to these issues that we now turn. 

Some economic theory and international evidence
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Figure 2: Restrictiveness of Employment Protection Legislation (index from 0 weakest to 6 strongest)

AUS

GBR

USA

IRL
DNK

NZL

CAN

SWELUX

JPN
FIN

BEL

NLD
AUT

SVK

DEU

NOR

KOR EU19

PRT

ESP

CHE

FRA

CZE

GRC

ITA HUN
MEX

TUR

POL

Source: OECD Structural Indicators 2007
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3. Labour market realities and migration flows

Getting the 

numbers right

The purpose of this chapter is to try and establish ‘what we know’, both about the UK’s recent 
labour market performance and the inflow of migrants over the last decade. These may seem to 
be essentially factual questions, which indeed they are, but that does not mean the ‘facts’ have 
not been highly contested in recent months. 

For example, we have recently witnessed a controversy about the number of migrants that have 
entered the UK since 1997, with the Home Secretary feeling compelled to apologise for getting 
the numbers wrong – underestimating the inflow by 400,000 over the 1997-2007 period13. 
Moreover, despite the government’s claim that 2.7 million new jobs have been created since 
1997 it has been asserted in response that ‘all the additional jobs created in the past five years 
have gone to immigrants, who have also taken over half a million jobs previously done by native 
Britons’14. 

Getting to the truth of the matter has proved to be rather less than straightforward and the 
government’s response to its critics not entirely convincing. A more measured assessment is 
now possible following the publication of a very helpful note from the Statistics Commission, 
although even this dispassionate analysis has been used by some to make the argument that 
inward migration has had a damaging effect on the economy – a conclusion that is studiously 
avoided by the Commission itself15. 

We can now say with confidence that the Labour Force Survey (LFS), from which these 
analyses have been derived, is a complex dataset that requires careful handling. Without 
spending too much time on the technical details, the problem can be explained simply as 
follows: the LFS is a survey of a representative sample of households, it excludes those who 
have lived in the UK for less than six months (thereby missing some ‘short term’ immigration16) 
and fails to capture those living in communal establishments (hostels, student halls of 
residence). Moreover, the results from the sample survey need to be ‘scaled up’ to produce 
an estimate for the whole of the labour force, an exercise that depends on assumptions made 
about population levels, projecting from the results of the 2001 census. This is a complex 
operation and different methodologies can be employed, which explains why a range of figures 
has appeared in the public domain and why the inflow of migrants was revised upwards. Recent 
experience proves that essentially technical questions about the handling of data can become 
politically charged when a controversial issue like migration is under discussion. 

13 Brown promises migration rule revamp amid statistical spat, The Guardian, 31/10/07
14 Britons squeezed out of workforce says Treasury, Daily Mail, 5/11/07
15 Foreign Workers in the UK – Briefing Note, Statistics Commission, December 2007, available at http://www.statscom.
org.uk/C_1238.aspx 
16 A particularly important consideration given that the majority of A8 migrants say that they intend to stay in the UK for 
no longer than three months. See Figure 14, below.

http://www.statscom.org.uk/C_1238.aspx
http://www.statscom.org.uk/C_1238.aspx
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The picture becomes even less clear once it is understood that the government’s claim of 2.7 
million new jobs since 1997 is an overestimate. A more accurate methodology gives a figure of 
2.1 million. Returning to the argument outlined above, a migration sceptic might conclude that 
an even larger percentage of the new jobs have therefore been ‘taken’ by ‘foreigners’. Yet as the 
Statistics Commission point out there is no real basis for reaching this conclusion.

Most importantly perhaps, a distinction must be drawn between foreign nationals and the 
foreign born. If the former measure is used then around half of the increase in employment from 
1997-2007 was accounted for by foreign nationals, but if the latter measure is used then around 
80 per cent of the new jobs were filled by workers from this group. That this figure is misleading 
should be self-evident. For example, somebody born in Uganda who has lived in the UK since 
1971 would count on this measure as foreign born, yet they will almost certainly now hold British 
citizenship and be part of a settled community. This commonsense principle is confirmed by the 
data. Over one third of those born abroad and in UK employment in 2007 were UK nationals 
rather than foreign nationals. Furthermore, many ‘migrant’ workers are not recent arrivals. Half 
of those born abroad and in employment in 2007 had arrived in the UK before 199717.

There is one final relevant point in this context. According to the National Statistician, between 
1997 and 2006, the number of workers born abroad increased by 1.4 million and the number of 
workers born in the UK increased by 300,000. In other words, the number of additional British 
born workers entering the labour market was lower than the number of new jobs created. 
Of course, some British workers who were unemployed before 1997 would have returned to 
work as the economy recovered; there was to some extent a reserve army of labour available 
amongst the British workforce. But a simple mathematical calculation suggests that there would 
have been a significant shortfall in labour supply if the UK’s borders had remained closed, not 
least because many of the workless outside the ranks of the formally unemployed were in no 
sense ‘job ready’. We observed earlier that a natural consequence of labour market tightness 
is the potential for an inflationary wage-price spiral to emerge. That this did not happen is 
attributable, at least in part, to the government’s brave decision that citizens of the A8 countries 
should be granted free movement. 

Perhaps the best conclusion is that government must get the numbers right and must present 
the figures in a consistent way – the confusion about foreign nationals and the foreign born is 
a case in point and is entirely a result of the ONS, DWP and other government departments 
answering parliamentary questions using different methodologies. The Statistics Commission 

17 Ibid, p.7
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Some simple 

labour market 

facts

suggest that the quality of the debate would be improved if all government departments and 
agencies adopted a consistent approach. This is a very sensible policy recommendation that 
must be implemented with some urgency. 

Our conclusion then is that a more sophisticated public conversation will only be possible if 
government can confidently answer the following questions: 

How many migrants are there in the UK?• 
Where have they come from?• 
Are they in the UK for a short period or do they intend to settle?• 
Where are they working?• 
How much do they earn?• 
What is their contractual status?• 

Partial answers can be found in the LFS, the Accession Monitoring report and the Total 
International Migration data and we will review each of these sources in a moment. But any 
neutral observer would conclude that the government has less information than it needs to 
make good policy – or indeed to do good politics. 

This may be useful point to return to some of the less controversial labour market data. Most 
importantly perhaps, we should not forget that by historical standards the performance of the UK 
labour market has been robust over the last decade. Figure 3 shows the employment rate from 
1997 to 2007, demonstrating that despite the vicissitudes of the economic cycle, employment 
performance has been strong. Figure 4 shows that the labour market has been expanding 
rapidly at the same time, with more people in employment in summer 2007 than at any time in 
the past. This experience might be contrasted with the early 1980s, when the employment rate 
was significantly lower (67 per cent in 1983) and unemployment significantly higher even though 
the labour force was much smaller. 

In other words, the economy has grown fast enough to accommodate a fairly rapid growth in the 
labour force. No one can doubt that this is a significant achievement.

Of course, simply repeating the encouraging aspects of the UK’s employment record will do little 
to convince the sceptics who say that all these jobs have gone to ‘foreigners’. To understand 
what is really happening we need to look a little more deeply at the dynamics of unemployment 
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Figure 3: Employment rate 1997- 2007 (per cent of working age population)
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What has been 

happening to 

the size of the 

working age 

population?

and migration. To phrase this issue as a question: is there a rather less encouraging story 
concealed beneath the headlines of the rather positive employment statistics? At this stage we 
might say that the answer is no and record that a more detailed discussion of the unemployment 
trends can be found in Section 6. However, it is appropriate to spend a moment considering 
changes in the size of the native-born working population and how we are to ensure that we 
have an adequate supply of labour in the future.

The most obvious point to make is that the population is ageing18. For example, from 1971-2006 
the population aged over 65 grew by 31 per cent, from 7.4 to 9.7 million, while the population 
aged under 16 declined by 19 per cent from 14.2 to 11.5 million. Another way to express the 
same phenomenon is the dependency ratio – how many young people and older people there 
are compared with the number of people of working age. In 1971 there were 43.8 children 
per hundred people of working age, but by 2006 the figure had fallen to 30.5. This reflects 
the smaller number of children in 2006 relative to 1971 and the growth of the working age 
population. However, we should also note that even though there are still 100 working age 
people to every 30 retired people, this situation will continue to change in the future as those 
born during the post-war baby boom retire and are replaced by workers drawn from a much 
smaller cohort of young people. Put another way, we will have far more older people exiting 
the labour market than young people entering the labour market, even if we assume that in the 
future working lives will be slightly longer. Inevitably this will create labour supply problems. 

Figure 5 shows how the structure of the population has changed since 1971. It confirms that the 
percentage of young people has fallen, the percentage of older people has grown and that the 
working age population has grown too. 

However, when we look at the flow of workers into the labour market, a slightly different picture 
emerges (Figure 6). By the time we reached 2006, the number of people aged 15-24 and 16-24 
was lower than in 1981 when the population was significantly smaller. Those in the 15-24 group 
constituted 16 per cent of the population in 1981 but only 13 per cent in 2006. For the 25-34 age 
group the figures are 14 per cent and 13 per cent respectively. 

A natural consequence is that, other things being equal, employers may find it increasingly 
difficult to fill the ‘entry’ vacancies that they have available. There will be a significant (and 
escalating) problem of matching labour demand to labour supply. Unless action is taken then 
the labour market will be much tighter and growth probably lower than would otherwise be the 

18 See ONS population estimates, www.statistics.gov.uk 
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Figure 5: The changing structure of the UK population 1971-2006

Source: ONS, Population Estimates, UK
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case. From this angle encouraging an appropriate level of migration looks like sensible public 
policy.

The same might be said of the UK’s emerging pensions problem, where relatively fewer people 
of working age will be under an obligation to support a larger number of retired people. Whether 
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migration is a complete solution to the problem of an ageing population was considered by 
the Pensions Commission in their final report published in 200619. The simple answer is that 
migration can only ever offer a partial solution, since the fertility rate of migrants’ children 
tends to converge with that of the wider population – and older migrants will need to have their 
pensions paid too if they stay in the host country. In other words, while increased migration can 
be a useful stopgap, it can never completely avoid the need for additional measures to secure 
the pensions funding base. Higher taxes, more saving and later retirement are all necessary 
responses to demographic change – hence the recent changes to government policy.

Of course this argument still begs the question about the number of migrants that the UK needs. 
In large measure the answer will depend not just on demographic factors but on the wider state 
of the economy. For example, if unemployment is rising then it would hardly seem sensible to 
declare that the UK should adopt a very liberal ‘open borders’ policy. On the other hand, and 
leaving aside inward migration from the EU for a moment, when the labour market is tight it may 
be necessary to look for skilled employees from outside the UK. Viewed from this standpoint 
the present government’s policy of a points system looks sensible, simply because it will ensure 
a better match between skills supply and skills demand. There is no necessary contradiction 
between the belief that recent migration flows have been good for the UK and the belief that 
migration from outside the EU should be controlled. To reinforce this process, the government 
has established the Migration Advisory Committee ‘to offer independent and evidence-based 
advice…on specific sectors and occupations in the labour market where shortages exist which 
can be sensibly filled by migration’20.

For the avoidance of doubt it should be made clear that at some level inward migration can 
have an adverse impact on the wages and employment prospects of native-born workers – 
certainly if the flow is at a sustained high level. The real question of course is: when do we 
reach such a tipping point? Many people would like there to be a clear answer so that they can 
say: we already have enough migrants and we want no more. But the ‘right’ level of migration 
depends on a wide range of factors including demographic trends, the state of the economy, 
the skills demands of employers and the level of unemployment. In other words, this is an 
essentially empirical question, the answer to which will depend on the circumstances of the 
time. One can never be certain that there is a ‘right’ level of immigration (defined as a level that 
is self-evident and unchallengeable) to be determined through some mechanistic process, just 
as one cannot be certain that there is a ‘right’ level for the National Minimum Wage. Inevitably 

19 Pensions Commission, Implementing an integrated package of pension reforms: The final report of the Pensions 
Commission (2006)
20 See http://www.ind.homeoffice.gov.uk/aboutus/workingwithus/indbodies/mac/ 
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Migration flows 

1997-2007

these issues will be contested. Indeed, we would probably make worse policy if everyone 
agreed, simply because having our preconceptions challenged is one of the principal routes 
to social advance. It is for these reasons that the establishment of the Migration Advisory 
Committee is an important step towards better informed policy making.

What then can we say about migration flows into the UK over the last decade? Do we have 
a clear picture? Can we offer any useful insights into the economic impact? And can we say 
whether we are near to or distant from some rough and ready notion of the ‘right’ level?

We have already noted that there has been controversy about the immigration statistics and 
confusion about the interpretation of the LFS. Yet these are by no means the only data sources. 
We can also refer to the Total International Migration time series, the Workers’ Registration 
Scheme (which records A8 migrants at the point when they take a new job) and the National 
Insurance data, recording the NI numbers issued to migrant workers.

The most recent release from National Statistics using the Total International Migration 
(TIM) data starts by referring to emigration (running at 400,000 per year in 2006) rather than 
immigration (591,000 in 2006)21. Indeed, this may seem like a reasonable point to make simply 
because the last year has seen emigration increase more rapidly than immigration. Some of this 
can be explained by the families of prime age workers (those aged 25-64) relocating to another 
country, but much of it is explained by pensioners choosing to make their main residence 
outside the UK.

We should also record as a preliminary point that the different datasets produce rather different 
estimates of the number of migrants entering the country. Figure 7 shows the pattern of 
migration into the UK over the period 1996-2006 using the TIM time series. This dataset is 
complied from three sources, the International Passenger Survey, data from the Irish Republic 
(to measure UK-Ireland migration) and Home Office data (to make adjustments for the number 
of asylum seekers). An obvious criticism of the IPS is that it does not cover all ports of entry to 
the UK, is based on a sample of arrivals (participation in the survey is voluntary) and therefore 
has a margin of error wider than is usual for such data. As we shall see this can explain some of 
the differences between TIM and other sources of information. 

At first glance, it seems self-evident that inward migration flows began to accelerate in the 
middle 1990s but that the big net increase in migration took place after 2004 (with a levelling off 
in the last two years). 

21 National Statistics, Emigration from the UK reaches 400,000 in 2006, 15 November 2007
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Figure 7: Total international migration 1996-2006 (000)
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In one sense this seems like an unsurprising finding – after all, 2004 was the year that free 
movement was granted to the A8 migrants. The overall net flow of migrants over the period 
was around 1.7 million. However, we should not necessarily conclude that this represents 
the number of migrants who arrived in the UK and settled permanently. As we shall see in a 
moment, many of the A8 migrants have only settled temporarily and may return to their home 
countries in the near future.

But this interpretation too may be a little misleading, even though it appears to be logical. Far 
from recording a big influx of migrants from the A8 countries, the TIM suggests that the biggest 
single group of migrants to the UK came from the New Commonwealth and that the largest 
proportion (80 per cent) consisted of immigrants from the Indian subcontinent (see Figure 8). 
This looks like a rather ‘conventional’ pattern of migration, reflecting the experience before free 
movement was granted to A8 citizens in 2004. For the avoidance of doubt, the TIM does show 
that A8 volumes have been rising, but the inflow in 2004, 2005 and 2006 was 53,000, 76,000 
and 92,000 respectively. Given what else we know, these numbers look small.

Labour market realities and migration flows
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Figure 8: A8 and New Commonwealth migration 2004-2006 (000)
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A very different picture can be derived from two other datasets, the Workers’ Registration 
Scheme (WRS) and the records of the number of national insurance numbers issued to 
migrants from the A8 countries (Figure 9)22. The WRS is the scheme introduced following the 
accession of the A8 countries in 2004. Registration is required for those who plan to work and 
stay in the UK for more than a month. Applicants are required to register separately for every job 
and must re-register when they change jobs. The WRS statistics therefore record the number 
of applications rather than the number of migrants. Another reason for the difference between 
the WRS and the NINo data is that only employees are required to register under the WRS, 
whereas all workers (including the self-employed) have to possess an NI number (unless of 
course they are illegally employed in the informal economy). 

The differences with the TIM data are striking. To June 2007 321,000 A8 migrants had been 
issued with a national insurance number and in 2006 just under 230,000 jobs had been 
registered under the WRS. From 2004 to 2007, more than 717,000 NI numbers were issued 
to A8 migrants. Similarly, whereas the New Commonwealth net increase in 2006 was in the 
region of 120,000 according to TIM, the A8 increase in the same year was more than 300,000 
according to the NI data (TIM shows a net increase of 60,000 A8 migrants). 

22 A8 migrants are required to register each job they do under the WRS. This was a condition of free movement, 
imposed at the point of accession
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Figure 9: A8 National Insurance registrations and Worker’s Registration Scheme 2002-2007 (000)
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Immigration from the New Commonwealth is more tightly controlled than migration from the 
EU (there is free movement after all) and one possibility is that the TIM is accurately recording 
New Commonwealth migration – since new arrivals will be admitted at the major ports covered 
by the International Passenger Survey – and under-recording A8 migration, simply because 
lots of Eastern Europeans are admitted at ports not surveyed through the IPS. This may be an 
inevitable consequence of previous policy decisions. For example, successive governments 
may have believed that resources should be focused on counting New Commonwealth migrants 
since these migrants were more numerous than any other group. 

It is almost certainly the case that the government underestimated the propensity of A8 citizens 
(especially Poles) to come to the UK to work and therefore paid less attention than was 
necessary to measuring migration flows from Central and Eastern Europe, hence the relative 
weakness of the TIM data in measuring A8 migration. We should note that the WRS has 
weaknesses too. While it may be a reasonable proxy for the inflow of A8 migrants, it tells us 
nothing about the outflow. A worker is not required to ‘deregister’ when they return home and 
the WRS may therefore overstate the number of workers in the UK at any particular time – the 
TIM data, for all its weaknesses, at least tells us something about outflows and net migration. 
Reconciling these rather contradictory stories is no easy task.

In the government’s defence it might be said that nobody could have predicted the phenomenon 
of A8 migration, but that scarcely excuses a failure to get to grips with the numbers, if only to 
show that the populist concerns about employment and wage effects are largely misplaced. 
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It is also worth looking in detail at the recent WRS registration data by country of origin (Figure 
10). This reveals that the numbers of non-Polish A8 migrants have been on a downward 
trajectory since 2005. Indeed, the pattern of registrations for Polish workers in 2007 (we only 
have data for the first three quarters of the year) suggests that the number will be lower than 
for 2006. It might be premature to report this as a break in the upward trend, but it does at least 
suggest that a high water mark has been reached. Indeed, it is economically rational given 
current economic conditions (and growing prosperity in many of the A8 countries) for people 
to stay at home rather than take their chances in the UK at a time of greater uncertainty about 
growth and employment. 

Another useful source of data is the Labour Force Survey which tells a similar story, albeit that it 
suggests the overall volume of A8 migrants has been significantly lower (Figure 11)23. 

Even with these differences in the numbers we still have a clear trend. A8 migration increased 
rapidly in the period immediately after accession and has fallen back in more recent times. 

So where does this leave our assessment of the migration inflows since 2004? To say that the 
situation is unsatisfactory is something of an understatement. But this is a practical argument 
about the necessity for government to collect accurate information about migration flows, not an 
argument against migration. Can we say anything more about the inflow of migrants over the 

23 The cell sizes are to small to record the number of Estonian and Slovenian migrants.

Figure 10: WRS registrations by country of origin 2004-2007
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Figure 11: A8 migrants by nationality and year of arrival in the UK (employees)

Source: Labour Force Survey
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past five years that might give us a better picture of who is active in the labour market? David 
Blanchflower and his colleagues offer us the following assessment:

The number of A8 migrants entering the UK since Accession appears quite uncertain 
given the available data…Having reconciled the differences as far as possible, it appears 
that 500,000 workers is likely to be an upper estimate of the number of A8 migrants that 
could potentially be in the UK in late 2006. The data also suggest that as many as half the 
migrants that have come to the UK have not stayed permanently.24

This is probably the best analysis published in the last eighteen months and it offers us a 
measured account of the contradictions or inconsistencies in the data. As Blanchflower et al 
point out, the different sources vary in their coverage of both the time periods under observation 
and the number of migrants captured. If some effort is made to resolve these inconsistencies 
then the WRS and NINo registrations generate a figure of around 500,000 for the period since 
accession. The TIM and the LFS still produce much lower figures for the same period (215,000 
and 265,000 respectively). Given the weaknesses in these data sources it is probably best to 
use the upper estimate produced by the WRS and NINo data25.
 

24 Blanchflower, Saleheen and Shadforth, The Impact of the Recent Migration from Eastern Europe on the UK Economy 
(2007)
25 Ibid
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Any dispassionate observer would conclude that the UK’s labour market performance has been 
impressive over the last decade. The employment rate has remained stable at the same time 
as the workforce has grown and the UK has experienced a higher level of stability in inflation, 
growth and employment than many other developed countries. 

We can also see that the level of inward migration has been high and that at first glance 
there has been no negative impact on labour market performance (otherwise we would have 
expected unemployment to rise and the employment rate to fall). A critic of current policy might 
say that the government has ‘lost control’ of migration, simply because the numbers appear to 
be confusing. They might add that they have no confidence in the data about employment and 
unemployment. If the government is unable to count those coming in to the country than how 
can they be trusted with the unemployment figures? Blanchflower et al offer the compelling 
answer that the level of inward migration would need to be much higher than it is (there would 
need to be at least a further 750,000 uncounted workers in the labour market) for there to be 
any real uncertainty about the reliability of the unemployment statistics. It would be wrong to 
believe that there is something fundamentally wrong with the measurement of the claimant 
count (those in receipt of JSA) or of the ILO unemployment rate (those actively seeking work)26.

Nor is it right to say that these problems with the data constitute a ‘loss of control’. As far as the 
A8 migrants are concerned there are no instruments available to the government that would 
limit the inflow. Polish workers are free to come and work in Britain just as British workers are 
free to work in Poland. Indeed, the whole purpose of a single market with free movement of 
labour is to allow for a better match between labour supply and labour demand. This will almost 
certainly reduce unemployment across the EU, allow economies to grow with limited inflationary 
pressure (because migrants will go where jobs are to be found) and through remittances, raise 
the prosperity of the A8 countries.

Of course, we know that the government’s estimates of the number of A8 migrants have 
proved to be more than a little off target, but the remarkable fact is that the labour market has 
performed very well despite what would otherwise be seen as a significant migration shock. 
Before exploring these issues in more detail it might be useful to explain just who the recent 
migrants are and they are working. Which regions and sectors have been most affected? 

26 Ibid. p.10, footnote 18.

Assessment
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Perhaps the first point to make about the recent migrants from the A8 countries is that they 
are overwhelmingly young, mostly Polish (as we have already seen) and are not necessarily 
committed to settlement in the UK. Figure 12 records the number of migrants by country 
registering under the WRS from May 2004 to June 2007.

4. Who are the A8 migrants and where are they working?

Who are the 

migrants?

Figure 12: Nationality of A8 migrants 2004-2007 (000)
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Blanchflower et al suggest that we can develop a better understanding of these numbers if 
we look at the propensity to emigrate, the level of unemployment in the home country and the 
percentage of the working population in that country that have come to the UK27. Building on 
the analysis of Gilpin et al they identify a very clear relationship between these factors (Table 
1)28. The principal reason for emigration is the belief that employment prospects are better and 
living standards higher in the host country. In other words, the largest numbers of migrants have 
come from those countries where unemployment is high and relative incomes are low. Indeed, 
Lithuanians (with the highest unemployment and the lowest GDP per head) are the most likely 
to emigrate of all A8 citizens. 

For the time being then it seems reasonable to assume that the desire for a better standard of 
living is more likely to be satisfied in the Czech Republic than in Poland, explaining why the 

27 Blanchflower et al, op cit
28 Gilpin et al, The impact of free movement of workers from Central and Eastern Europe on the UK labour market, DWP 
(2006)
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Table 1: Unemployment , GDP per head and the propensity to migrate

Country Unemployment Rate 
(per cent) (2004)

GDP per head (euro) WRS Registrations 
as per cent of home 
country population 

Czech Republic 8.3 5,200 0.24

Estonia 9.7 4,000 0.42

Hungary 6.1 5,000 0.14

Latvia 10.4 3,100 1.25

Lithuania 11.4 2,500 1.60

Poland 19.0 4,200 0.79

Slovakia 18.2 4,200 0.92

Slovenia 6.3 11,400 0.02

Source: Blanchflower et al, The Impact of Recent Migration from Eastern Europe on the UK Economy (2007)

Czechs are more likely to stay at home than the Poles. However, that may change as growth 
rates accelerate in the poorer A8 countries and as unemployment falls. It would be unwise to 
assume that the UK economy can be sustained by a constant flow (perhaps churn is a better 
word) of migrant labour simply because the tap may be turned off in the foreseeable future – 
this issue is discussed further in Chapter 7.

We have already noted that most A8 migrants are young. Indeed, according to the WRS, the 
vast majority (82 per cent) are under the age of 35 (Figure 13).

The age profile also affects the propensity to settle permanently in the UK (Figure 14). Most 
people seem to plan a very short working visit to the UK and then return to their home country. 
However, each time a worker revisits the UK they will be required to re-register under the 
WRS. In other words, the high number of short stays may reflect a high level of short-term 
or temporary employment, a high level of ‘churn’ in the migrant population and multiple short 
visits. It has been suggested that the A8 migrants are better seen as guest workers, although 
one might also say that reported intention at the point of arrival in the UK may not reflect 
the decisions taken by the same migrants a year later. On the other hand, we can also say 
with confidence that earlier waves of New Commonwealth migrants would have expressed 
an intention to stay longer. They had been deliberately encouraged to come to the UK for 
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Figure 13: Composition of A8 migrants by age 2004-2007
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employment in stable permanent jobs, often in the public sector or in manufacturing – few 
migrants in the 1950s found themselves in contingent employment on short-term contracts. A8 
citizens appear to display a very different pattern of migration from that witnessed in the UK in 
the late-twentieth century and a rather different policy response is therefore required.

Perhaps we should note too that these findings suggest that the government should avoid 
rushing to judgment about the likely impact of migration on housing or public services. As we 
will see in a moment, these migrants are working and impose only a very small ‘burden’ on the 
welfare state. Whether public services are under pressure in particular localities is a slightly 
different question, which will be addressed at the end of this section. 

As with the evidence of migration flows, the data about where migrants are locating varies from 
one dataset to another. For example, the TIM shows that the largest proportion of migrants 
continue to locate in London (Figure 15). 

Once again, this looks like a very ‘traditional’ pattern, reflecting the location decisions made 
by migrants since the late 1940s, which have made London one of the most ethnically diverse 
cities in the world. A similar story emerges from the NINo registration data, once again showing 
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that the largest number of A8 migrants issued with NI numbers were to be found in London – 
although once issued with an NINo a worker is free to move anywhere in the country; it would 
be wrong to conclude that all these workers stay in London (Figure 16)29.

A slightly different picture emerges if we look at the employer data from the WRS. Figure 17 
shows the geographical distribution of employers of registered workers by region. The Anglia 
(Eastern) region had the largest number of workers registering with employers over the period 
– with 15 per cent of the total. This was followed by the Midlands (13 per cent) and London (12 
per cent). It is worth noting that while London saw the largest percentage of registrations at the 
beginning of the period (19 per cent in the third quarter of 2004), this had fallen to 10 per cent 

29 Although a worker can travel anywhere in the UK once they have been allocated a NINo. These numbers may simply 
reflect the fact that most migrants start their time in the UK in London and then move elsewhere, although this is not the 
story told by the WRS data.

Figure 15: Where did migrants go in 2006? (English regions, 000)
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Figure 14: Intended length of stay A8 migrants June 2006-June 2007 (000)
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Figure 16: NINos issued to A8 migrants by region 2004-2007 (000)
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by the third quarter of 2007. Once again, the stories told by the different data sources are not 
entirely consistent. 

Figure 18 plots the sectoral distribution of employers by region against the top five sectors in 
which A8 migrants are employed. This shows that the largest percentage of employers in the 
Anglia region are to be found in the administrative, business and management services sector. 
Some readers may find this a little surprising, since it is often assumed that A8 migrants in this 
region are employed in agriculture. While it is true that agriculture is the second largest user 
of migrant labour, the numbers amount to barely half those employed in the largest group. On 
the other hand, as the Home Office have pointed out, most of the migrants employed in the 
administrative, business and services sector are working for agencies – which indicates that 
they might be deployed in any sector of the economy, including agriculture30.

The London economy looks different again. The largest group of employers here is to be found 
in hospitality, constituting 43 per cent of all employers of A8 migrants working in London – 
indeed, more that one in four A8 migrants working in hospitality is employed in London31. These 
different employment patterns across the English regions make it difficult to generalise about 
the A8 migrant ‘experience’. In London the Poles are working in hotels and in East Anglia they 
are (probably) working in the fields or in food processing.

30 Accession Monitoring Report A8 Countries: May 2004-June 2007 p.12 (2007) 
31 Ibid, p.19 (2007)
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Figure 17: Geographical distribution of employers of registered workers 
May 2004-September 2007
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Figure 18: Top five sectors – geographical distribution of employers cumulative total,
May 2004-September 2007
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Another complicating factor is the incompatibility between the categories used in the WRS and 
the standard industrial classifications used by the ONS in other datasets. This makes direct 
comparison difficult and means that sometimes we are treating apples and pears as if they 
are the same fruit. Put another way, we could say that the picture is incomplete because some 
pieces of the jigsaw seem to be missing, or perhaps that we are trying to complete the picture 
with pieces that are not even from the same jigsaw.

The problems for policymakers should be clear. How can we be certain whether it is London 
or East Anglia that has been most affected by A8 migration? How do we know where 
these migrants are really employed, given the breadth of the ‘administrative, business and 
management services’ category? Is it possible for us to say anything useful about the job 
tenures of migrant workers? How long have they stayed in the UK? 

We can begin perhaps to answer our first question by distinguishing between the stock of 
migrants in a region (those who happen to be there today) and the flow of migrants through that 
region. Then WRS measures inflows rather than the stock, and the inconsistency with the NINo 
data suggest that there is a degree of churn in the East Anglian economy – lots of migrants 
coming into the region, lots of migrants leaving at the same time and lots of people returning 
to the region to work who have lived and worked there in the past. It would be quite wrong to 
conclude from this data that 80,000 employers were employing an accumulating number of A8 
migrants from 2004-2007 or that all the migrants in the Anglia region in 2004 were still there in 
2007.

While this offers us a partial answer to one of our questions, it leaves the remainder unresolved. 
In essence this is a practical problem of accurate data collection contributing to a thicket of 
political problems in the absence of reliable data. The government will always appear to be 
defensive, ill-informed and incapable of rebutting the charge that the UK either has admitted or 
is admitting ‘too many’ migrants. Allowing these arguments to go by default leaves the field open 
to those who say that that migration is ‘bad’, ‘out of control’ and ‘needs to be stopped’. There 
is a clear message for government here: get control of the numbers and tell a clear, evidence 
based story. This is the best antidote to nativist populism. 

Leaving aside these inconsistencies, what the figures also tell us is that A8 migrants have 
located in regions where there are plenty of job opportunities (London, the South East, East 
and Scotland). A commonsense conclusion is that migrants are plugging gaps in domestic 

Who are the A8 migrants and where are they working?



Migration Myths: Employment, Wages and Labour Market Performance 38

labour supply, since employers in some of these regions are most likely to report skill shortages. 
Whether this is indeed the case, or whether a high level of migration is associated with rising 
unemployment is explored in the next section. 

But before we leave this issue, is there anything more to be said about the distribution of 
employment across sectors? We have already noted that the WRS data are a little inadequate 
and may be picking up little more than churn in the labour market, but an analysis by sector may 
tell us something useful which we can also match against data from the LFS. Figure 19 plots 
the cumulative totals of employers in the top ten sectors of migrant employment for the period 
May 2004-June 2007. The picture bears some resemblance to the distribution of employers by 
region presented above; however, it also shows that the largest single group of employers is to 
be found in the administrative, business and management services category.

Understanding this pattern is important when we come to consider the (possible or alleged) 
wage effects. Is it true that native-born workers are seeing their wages fall as a result of the 
downward pressure generated by the A8 migrants? It is often said, for example, that the 
construction sector is particularly affected, yet construction is not a heavy user of migrant labour 
when viewed alongside other sectors of the economy – it may be in the top ten, but it is only at 
number eight. Whether there has been any impact on wages will be explored further in the next 
section. 

The WRS also allows us to make some assessment of the top five sectors in which A8 migrants 
are employed (Figure 20). We can see that this is a fairly close match to the data on the 
distribution of employers.

Given what we know about A8 migrants’ (limited) intentions to remain in the UK, it hardly seems 
surprising that they should gravitate towards short term agency employment in the ‘admin, 
business and management services sector’. The natural conclusion here is that employers are 
using A8 migrants to plug labour market shortages or deal with bottlenecks. We will look at 
why employers say they employ A 8 migrants at the end of this chapter, but for the time being 
we need do no more than note that the importance of agency work suggests that government 
must direct even more attention to the enforcement of employment rights in the most vulnerable 
sectors – particularly the national minimum wage. The WRS also records the occupations (as 
opposed to the industries) in which A8 migrants are employed. This confirms a picture of low 
skill and largely low paid employment, with ‘process operative’ (in other words a factory worker) 
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Figure 20: Top five Sectors, distribution of employees
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as the most numerous occupation in the top 20 occupations and ‘fruit picker’ as the least 
numerous. Further details are set out in Table 2

Table 2: Top 20 Occupations in 2006, A8 Migrants

Occupation Number of Registered Workers

Process operative 63,915

Warehouse operative 21,895

Packer 13,335

Kitchen and catering assistants 12,955

Cleaner, domestic staff 13,075

Farm worker  9,670

Waiter/waitress  7,420

Maid/room attendant  7,695

Care assistant/home carer  6,285

Labourer  6,895

Sales/retail  6,320

Crop harvester  3,670

Fruit processing operative  2,920

Bar staff  2,500

Meat processing operative  2,570

Chef, other  2,350

Administrator  1,910

Driver  1,595

Fruit picker  1,540

Carpenter  1,935

Source: Accession Monitoring Report

Who are the A8 migrants and where are they working?

These numbers may look small, but they are for new initial registrations and do not record 
where a worker has registered for more than one job or has changed employers, generating 
a requirement to re-register. Once again, we should remember that the WRS records jobs not 
people and is not therefore the most accurate guide to migration flows. On the other hand it 
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does give a reasonably accurate account of where A8 migrants are working – we can say that 
the popular perception is broadly correct and that A8 migrants are largely employed in low 
wage, low skill jobs. 

A similar account can be derived from the LFS, using the standard occupational classifications. 
Table 3 shows all A8 migrants that were present in the UK and employed in 2007. Once again, 
we can see that the largest numbers are to be found in relatively low status occupations. 

Table 3: Occupations of A8 Migrants 2007

Occupation Number of A8 Migrants

Managers 12,734

Professionals 16,321

Associate professionals 23,855

Administrative and secretarial 20,686

Skilled trades 76,452

Personal; services 30,285

Sales and customer services 17,686

Process, plant and machine operatives 96,598

Elementary occupations 156,420

TOTAL 454,013

Recalling the OECD’s review of the international experience, we are then left with the question 
whether the low skilled A8 migrants are competing with low skilled British workers? This is an 
important consideration simply because, as a matter of economic theory, the impact of migration 
on the native-born depends on whether the skill mix of the migrant group is the same as or 
different from the skill mix of British workers – the effects of migration will be benign if the skill 
mix of migrants and indigenous workers is different and if migration is therefore being used to 
cope with labour market shortages.

As ever in this field, the numbers are not immediately helpful. However, the Labour Force 
Survey does contain a measure of the number of years spent in full-time education, which 
may be taken as a proxy for levels of educational attainment. On this measure, 66 per cent of 

Source: Labour Force Survey
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the UK-born population have completed secondary school while 17 per cent have a degree. 
A smaller fraction of recent migrants (not just A8 migrants in this case), 52 per cent, have 
a secondary school qualification but a much higher proportion (36 per cent) have degrees. 
According to Saleheen and Shadforth:

(O)n the basis of the age at which individuals left full-time education, immigrants, 
especially ‘new’ immigrants, generally appear to be more skilled than those born in the 
United Kingdom32

So, it seems that in some cases at least, more highly educated A8 migrants are competing for 
jobs with the less well educated in the UK. However, as we have already seen, there is very little 
evidence that unemployment amongst British workers has risen as a result of migration. The 
evidence of displacement effects is very limited indeed. It is not that British workers are losing 
their jobs as a result of migration but more a matter of those already detached from the labour 
market becoming even more detached.

There is perhaps one final piece of evidence that we need to consider before we examine 
the labour market impact in detail. In the period immediately before accession there was a 
widespread concern in the popular press that a ‘flood’ of migrants would arrive in the UK, 
desperate to reap the benefits of an over-generous welfare state. The second point can be dealt 
with quite easily, simply because benefits of all kinds in the UK compare rather unfavourably 
with benefits in most other Northern European countries. If anything the British welfare state is 
parsimonious rather than over generous33. 

On the first point, we now have some strong evidence to show that most A8 migrants are 
working and not claiming benefits. Table 4 shows the number of applications for Income 
Support, JSA and Pension Credit that were accepted or rejected in the period 2004-2007. By 
any standards the numbers are very small and there is no support here for the view that ‘benefit 
tourism’ is a reason for migrants to come to the UK. The evidence shows that the worst fears 
of the tabloid press have proved false; or perhaps more accurately, much of the reporting in the 
period before accession was little more than ill-informed hyperbole.

32 Saleheen and Shadforth, The economic characteristics of immigrants and their impact on supply, Bank of England 
Quarterly Bulletin, Q4 pp. 374-385 (2006)
33 Coats, Who’s afraid of labour market flexibility? (2006), p.36
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The rising numbers of A8 migrants claiming tax credits may reflect growing familiarity with the 
tax and benefit system. It also reinforces our story that these migrants are often employed in low 
wage jobs on short-term contracts. 

The analysis that most migrants are working is confirmed if we look at the A8 employment rates 
recorded by the Labour Force Survey (Figure 21). There may be some doubt about whether 
all Slovenians in the UK are employed (the Labour Force Survey shows their employment rate 
as 100 per cent). But there can be no doubt that employment rates are very high – indeed, for 
many migrant groups in the UK employment rates are higher than the government’s aspiration 
of an 80 per cent rate. It is more than wide of the mark to suggest that migrants from Central 
and Eastern Europe have come to the UK because the state offers generous benefits. 

A sceptic might say that this still leaves a residual 20 per cent of migrants unaccounted for, but 
many of these will be students and the remainder will be the non-working partners of working 
migrants. 

Perhaps the most significant figures from the Accession Monitoring Report are those relating to 
child benefit. And we should see the payment of child benefit as a demonstration of the principle 
that if EU citizens are living and working in the UK, paying British taxes and contributing to our 
national prosperity then they ought to have some claim upon our welfare state. Once again, this 
is a natural consequence of free movement of labour within the EU and it can hardly be said 
to represent a policy failure. Moreover, the numbers claiming JSA are very small and more of 
these claims are rejected than accepted. Migrants come to the UK to work, not to ‘sponge ‘off 
the welfare state.

Table 4: A8 Migrants and Benefits May 2004-June 2007

2004
Accepted Rejected

2005
Accepted Rejected

2006
Accepted Rejected

2007
Accepted Rejected

Income support 5         204  38           745  490        1,624 656        2,989

JSA 18         537  131        1,546  1,072        2,985 1,710        4,213

Pension Credit 0             4  2             40  39             77 41           105

Child Benefit 2,086             7 10,363        3,162 32,803        8,348 33,598        9,900

Tax Credits 252         185  4,544           619 17,889        2,262 22,503        3,725

Source: Accession Monitoring Report May 2004-September 2007, Tables 14, 17 and 18. 2007 data to Q3
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Figure 21: Employment rates by nationality, 2007 (per cent of working age migrants in UK)
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These figures also give some indication of the additional pressures affecting public services as 
a result of A8 migration. An obvious point to make is that the young are healthier than the old, 
that the majority of A8 migrants are under the age of 35 and that they are therefore unlikely to 
be making extensive use of the NHS – unless of course they have children residing with them in 
the UK. Moreover, the child benefit numbers should give us an accurate picture of the number of 
A8 households with children, which tells us something about the number of children likely to be 
using the education system. In both cases one might conclude that the overall impact on public 
services may be small – only 78,850 child benefit claims were accepted from 2004-2007, these 
children will be distributed across the age range from 0 to 18, will be widely dispersed across 
the UK and some of them may have returned to their home countries with their parents.

This assessment looks rather different from the widespread perception that public services are 
under severe pressure as a result of a ‘sudden influx’ of migrants – a concern most recently 
expressed by the National Association of Head Teachers, who have suggested that schools 
cannot cope with the number of pupils having English as a second language34. Does this mean 
that the newspapers are complaining without reason? Or is it simply a matter of the data again 
proving inadequate? 

 A simple answer perhaps is that the government must know who is claiming benefits in order to 
pay the claimants. There is no reason to believe that the child benefit numbers are wrong. 

34 See, Teachers: Help us to cope with migrants, The Observer, 25 November 2007 

Source: Labour Force Survey
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Nor is there any reason to believe that the age data derived from the WRS is wrong and that A8 
migrants, because they are young, are unlikely to be making extensive use of the NHS. After 
all, doubting the veracity of these figures depends on a belief that large numbers of older A8 
migrants are lying about either their own ages or the ages of their children, which seems a little 
implausible unless there has been an outbreak of vanity in Central Europe. 

Perhaps the best way to reconcile these competing stories is to recognise that very often public 
services (especially schools) are operating on very tight planning margins. So, for example, 
assumptions about school enrolments (and the need for a particular number of classes in an 
institution) can prove to be erroneous if a relatively small number of additional families arrive 
in an area. The same is true if conservative planning assumptions have been made about the 
number of children with English as a second language. Once again, relatively small changes 
can have a big impact on the adequacy of the resources available35.

In other words, if there is insufficient spare capacity in the system, or if policymakers have made 
estimates that prove out of step with reality, then it is likely that highly localised pressure points 
will emerge across the public services. But this may tell us more about existing systems of 
public service planning (and the willingness of the electorate to tolerate the ‘waste’ that we might 
otherwise define as ‘spare capacity’) than it does about the supposed ‘fact’ that some arbitrary 
limit on migration has been reached. 

It is hard to give a comprehensive account of why employers are using migrant labour, 
principally because most of the research has been conducted on a relatively small scale 
and gives us a snapshot of employer opinion at that time. The Home Office and the DWP 
offered a useful summary in their evidence to the House of Lords Economic Committee in 
2007, reinforcing our argument that migrants are filling gaps in labour supply by easing skill 
shortages36. Amongst the principal reasons given for employing migrant workers were:

Reliability.• 
Easing skills shortages.• 
Willingness to work hard.• 
A stronger work ethic – and higher levels of satisfaction with the NMW.• 
Lower levels of staff turnover.• 

35 One might make the same observation about the supposed ‘crisis’ in maternity care, created by the allegedly huge 
number of migrant mothers wanting to use NHS hospitals – the increase amounts to around 60 births per day, although 
it is likely that births will be concentrated in those areas with high migrant populations. See http://news.bbc.co.uk/1/hi/
health/7216988.stm. 
36 Home Office/DWP, The economic and fiscal impact of migration, Cm7237 (2007)
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Employers in low wage sectors were more likely to report labour shortages than skills shortages 
which, in the words of the Home Office:

(S)upports the notion that migrants are filling jobs that natives will not do rather than 
competing for the jobs that they will37.

Surveys from employers’ organisations confirm these findings. In 2006 three quarters of IoD 
members said that they believed migrants made a significant contribution to the UK economy. 
A similar response was elicited from members of the British Chambers of Commerce. Both 
surveys referred to migrants’ skills, higher productivity and stronger work ethic rather than 
lower wage costs38. This latter finding may look obvious – when are employers going to admit 
that they place high value on migrants willing to work for low wages? – but the skill and labour 
shortages arguments confirm the wider economic analysis that we explore in more detail in 
Chapter 6.

37 Ibid, para 5.2.7
38 Ibid, para 5.2.9
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Before making an effort to evaluate the impact of migration on employment, it might be helpful 
to offer a stylised account of our story so far. To begin with, there is little in the international 
evidence to suggest that migration has a large adverse effect on either the employment 
prospects or wages of native-born workers. This does not mean that there will be no losers, 
but that the adverse consequences are likely to be small and can be mitigated by appropriate 
policies – particularly those oriented to the promotion of competition in product markets.

As far as the UK is concerned, there can be no doubt that the level of inward migration has 
increased since 1997. Equally, we can be confident that the numbers arriving from the A8 
countries of central and Eastern Europe have outstripped the government’s expectations. 
Furthermore, we can be confident in saying that these migrants have come from the poorest of 
the A8 countries with the lowest standards of living. And we also know that the A8 migrants are 
largely employed in low skill occupations below their accredited skill level. The stereotype of a 
young, well-educated Pole coming to the UK to work for a short period on an agency contract is 
not too far from the truth.

This then leaves us with two central questions. Given that most A8 migrants are working in low 
wage and low skill occupations, have they displaced native-born workers who used to do these 
jobs? Moreover, is there any evidence to show that there is downward pressure on the wages 
of the native born as a result of A8 migration? The remainder of this section deals with the first 
of these questions and to begin to answer it we need to look at the UK’s employment record. 
A particularly important consideration is the situation of young people. After all, in an economic 
slowdown youth unemployment rises faster than adult unemployment and we know that youth 
unemployment has a scarring effect – if you are unemployed when you are young then you are 
more likely to become unemployed again when you are older. Can we say that the recent rise 
in youth unemployment is attributable to migration as some commentators have suggested39? 
Or is this more readily explained as a consequence of monetary policy decisions and cyclical 
factors? We also need to explore whether unemployment has risen faster in those regions 
where most migrants have located. In both cases the evidence is persuasive: factors other than 
migration are most important in explaining local labour market performance. 

We have already noted that the UK’s employment record over the last decade has been 
admirable. This is not to suggest that there is some inevitability about the situation continuing 
– all economies, including the UK, are vulnerable to a slowdown in global growth as a result of 
rather bad decisions made by mortgage lenders in the USA’s sub-prime market and the 

39 For a more measured example than most see: Russell, The left can no longer afford to bury the migration debate, The 
Guardian 31/10/07, although little evidence is adduced to support the argument.
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bewildering array of financial instruments used to distribute the risks associated with these 
loans. But any downturn lies in the future and this paper is concerned with the impact of 
migration on employment since the inflow began to grow significantly in 2004.

Figure 22 shows level of unemployment from 1991-2007. Overall the pattern is benign. 
Unemployment began to fall after 1993 and continued on a downward trajectory until 2006 
when there was a modest increase – although there has been no serious upward movement 
since then. As Rebecca Riley and Martin Weale have pointed out, it is difficult to argue that 
immigration since 1998 (when the net inflow began to rise) has been a prima facie cause 
of unemployment40. The data simply do not support this conclusion. Moreover, Riley and 
Weale observe that post-1998 migrants now constitute 4 per cent of the labour force, yet it is 
implausible to argue that in the absence of migration unemployment would have fallen to zero.

An obvious point of course is that youth unemployment has risen quite rapidly over the last two 
years. The rate for 16 and 17 year olds is now 26 per cent and the rate for 18-24 year olds is 
12.7 per cent. Yet these headline figures obscure a rather better record in dealing with long-term 
youth unemployment (durations of over 12 months). On this measure long-term unemployment

40 Riley and Weale, Immigration and Its Effects, National Institute Economic Review (2006) 198, 4

Figure 22: Unemployment (per cent) 1992-2007
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amongst 16 and 17 year olds is at the same level that it had reached in 2003 (before the A8 
migration took place) and 18-24 year old long-term unemployment is at the same level as 
2000. Indeed, long-term unemployment for 16-17 year olds actually fell at the point when the 
huge wave of A8 migration hit the shore. These headline figures tell us that the big influx since 
2004 has had little impact on the overall level of long-term youth unemployment. Recent rises 
are better explained by cyclical factors – when the economy slows down it is the youth labour 
market that is hit first.

An obvious question is whether this encouraging national picture conceals some significant 
regional differences. Put another way, has unemployment (and particularly youth 
unemployment) risen faster in those regions where we have seen the largest inflow of migrants? 
Figure 23 offers us at least a partial answer. Recall that the regions with the biggest inflow of 
migrants include East Anglia (according to the WRS data) and London (using the NINo data). 
Unemployment actually fell by just under 1 per cent in London from January 2007-January 2008 
and fell by 0.2 per cent in the Eastern Region over the same period. The labour market has held 
up well so far, although it may be too soon to judge whether the credit crunch will have a serious 
impact on the real economy. But whatever one makes of the prospects for the future, it is very 
hard to detect a negative migration effect in these figures. 

Figure 23: Change in unemployment by region January 2007-January 2008 (per cent)
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It has been suggested, not least in the recent report of the House of Lords Economic 
Committee, that some young people now find it much harder to climb onto the first rung of the 
labour market ladder. Moreover, it is said that a growing percentage of young people are not 
in employment, education or training (the so called NEET group) and that this phenomenon is 
directly attributable to the high level of inward migration. Once again, however, the data tells a 
rather different story (Figure 24)

Figure 24: NEET Historical Series

Source: Statistical First Release (SFR), Participation in Education, Training and Employment by 16-18 Year Olds 
and analysis of the Labour Force Survey. DCSF, September 2007
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Most importantly, perhaps, although the number of NEETS rose in 2005, the number at the end 
of 2006 was close to the long run average. We can also see that the number of NEETs was 
considerably higher in the middle-1980s when unemployment was much higher too. This is not 
to argue that policy makers should ignore NEETs, but we must recognise that the migration 
effect is difficult to detect in the data and that there may be other reasons why young people find 
themselves as NEETs. The most obvious perhaps is that these young people live in households 
where all other adults are workless and experience the multiple problems associated with such 
an environment. Training and skills policies are unlikely to be adequate to the task of tackling 
this problem, which demands a holistic approach embracing the development of individual 
capabilities and the creation of sustainable communities.
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These headline findings of limited employment effects are endorsed by DWP research, which 
looked below the headline regional data and plotted unemployment at local authority district 
level against the number of workers registering under the WRS. The evidence is clear: there is 
no relationship between concentrations of WRS registrations and any increase in the claimant 
count41. The same paper also explores the phenomenon that we discussed earlier – the 
possibility that migrants will be attracted to those areas where jobs are plentiful so that any 
possible adverse effects on employment are muted42. While the authors note that this seems to 
be an issue in the theoretical literature, it was not a problem in their data – although our account 
above suggests that a straightforward reading of the evidence shows that migrants are attracted 
to relatively high employment areas; for example, not many A8 migrants have moved to the 
North East.

Perhaps the central conclusion from the DWP research is that their modelling finds no 
significant unemployment effect as a result of an increase in migration. Their most simple 
estimation shows that a one percentage increase in A8 migrants in the working age population 
increases unemployment in the native population by 0.01 per cent. A calculation looking at the 
impact of migration on the London and Eastern labour markets (where levels of migration have 
been high) again finds no statistically significant effect on unemployment. The biggest effect 
they can detect is a short run increase in unemployment of around 0.08 percent, but once other 
factors are taken into account the number falls to something close to zero43. These findings are 
broadly consistent with the OECD’s review of the international evidence reported in Section 2. 

Rebecca Riley and Martin Weale reach a rather similar conclusion, despite suggesting that the 
journey may be a little bumpy as the labour market adjusts to a higher level of migration. They 
begin with what is now one of the basic principles of economics – that if a number of different 
factors (capital, different types of labour) are used in the production process, then an increase 
in the supply of one factor (like labour through an influx of migrants) will in the short term reduce 
the price of that factor of production44. For our purposes the implications should be clear. An 
influx of migrants will apply downward pressure on wages (because they are willing to work for 
relatively less) so that in the short term returns to capital will increase and returns to labour will 
fall. However, Riley and Weale also observe that in the medium term the effects are likely to be 
benign. Higher returns to capital will stimulate capital inflows, which in turn will lead to higher 
productivity, which in turn will lead to higher wages:

41 See Gilpin et al, The impact of free movement of workers from Central and Eastern Europe on the UK labour market, 
DWP Working Paper No 29 (2006)
42 Economists call this ‘the problem of endogeneity’. For more detail see Gilpin, op cit
43 Gilpin, op cit, Tables 5.1. 5.4 and 5.5
44 This is a summary statement of the Stolper-Samuelson theorem. See Riley and Weale, op cit
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This process will continue until a new equilibrium is reached. Productivity and wages per 
hour will return to where they would otherwise have been unless there are specific reasons, 
such as limited migrant skills or limited natural resources, that hold them back45. 

                    
So far as unemployment is concerned, Riley and Weale focus their attention specifically on 
the 18-24 age group, partly because they are most vulnerable to unemployment anyway and 
partly because they are more likely to be in direct competition with A8 migrants of a similar age. 
Their conclusions are slightly more unsettling for youth than for unemployment generally and 
they argue that the increase in youth unemployment from 2004 onwards is at least partially 
attributable to the inflow of migrants. 

Applying the principle that we have just described would suggest that the impact of an influx 
of migrants will be a fall in real wages rather than an increase in unemployment. However, 
according to Riley and Weale the impact of the National Minimum Wage is to make the wages 
of young people ‘sticky downwards’ so that the adjustment of real wages does not take place. A 
natural consequence is that youth unemployment rises.

There are several observations to be made about this finding. First, as Riley and Weale are 
honest enough to admit, these trends ‘are at best indicative’, so it would be unwise to draw a 
definitive conclusion. Moreover, as we have already seen, much youth unemployment seems 
to be frictional rather than structural; long-term youth unemployment remains at a relatively low 
level, although it would of course be desirable if the figure were even lower.

Their observations about the NMW should also be handled with care, not least because young 
workers (those who have yet to reach their twenty-second birthday) are in receipt of the lower 
development rate. Yet these workers might well be competing with migrants aged 22-35 who 
are entitled to the full rate of the NMW. For this reason alone it is difficult to attribute ‘wage 
stickiness’ exclusively to a minimum wage effect. 

A final useful piece of evidence can be drawn from the WRS data which shows that in 2004/05 
more than 80 per cent of registered workers were earning between £4.50 and £6.00 an hour 
at a time when the development rate of the NMW for 18-22 year olds was fixed at £4.2546. In 
other words, most migrant workers were paid above the youth minimum wage, reinforcing the 
argument for limited downward stickiness. Riley and Weale’s case suggests that we should be 
able to detect an increase in unemployment amongst indigenous workers aged 22-24 who are 

45 Ibid, p.6
46 Gilpin, op cit, Figure 4.8
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entitled to the full rate of the NMW, simply because it is cheaper to replace them with migrant 
workers aged 18-22; in other words, there ought to be a straight substitution of one group of 
workers for the other. Unfortunately, the data is not consistent with this story; unemployment 
is lower for 22-24 year olds than it is for 18-22 year olds and has not increased as rapidly as 
unemployment for younger workers. It is difficult therefore to argue that young workers aged 
18-22 are facing the depressing prospect of unemployment because the minimum wage is too 
high, given that most migrants are earning significantly more than the development rate.

Much of this argument is derived from the application to immigration flows of the National 
Institute’s labour market model, which is designed to establish how relative wages are affected 
by changes in the skill structure of the population47. If immigration has a permanent effect on the 
kind of jobs to which employees aspire (essentially through a process of lowering expectations 
for the low skilled native-born), then there will be some permanent adverse impact on the 
economy and the life chances of the least advantaged. Indeed, applying actual migration inflows 
to the model shows that the unemployment rate for unskilled workers has risen by 0.5 per cent 
as a result. Two observations might be made here. First, Riley and Weale note that the effects 
they identify are ‘not very large in absolute terms’. Second, they accept that any effects are 
unlikely to be permanent because over time the economy will return to equilibrium. 

The first observation is interesting, not least because Riley and Weale find larger effects that 
those produced by the OECD which were discussed in Chapter 2. The second observation 
reveals some of the hidden assumptions in this model; most importantly perhaps that the market 
is viewed as a largely self-regulating mechanism that will return to equilibrium if policy makers 
can resist the temptation to intervene. Of course this is not necessarily an accurate account of 
the operation of labour markets – not least because of the information asymmetries between 
employer and employee. Unless the model can take account of these market imperfections then 
it will give an account that falls a little short of real economic experience.

Nevertheless, the importance for our discussion is that Riley and Weale present an orthodox 
and slightly pessimistic analysis, still produce a rather small overall effect on unemployment and 
argue that this effect will disappear over time. Furthermore, while they note that unemployment 
rose between 2005 and 2006, they also observe that this can only be attributed to a migration 
effect if the inflow during that period was larger than in 2004-05. We have already seen that this 
is not the case; net inward migration fell according to the TIM and the inflow slowed according to 
the WRS data. Riley and Weale also suggest that their model cannot attribute the entire 

47 Riley and Young, Skill Heterogeneity and Equilibrium Unemployment, NIESR (2006)
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rise in unemployment to a migration effect unless the new arrivals from the A8 countries were 
more likely to be in competition with UK workers than had been the case the previous year – in 
other words if there were more workers competing for low wage jobs. Given what else we know 
this sounds rather implausible and it is more appropriate to attribute much of that increase 
in unemployment to cyclical factors. Perhaps we should also note that the overall level of 
unemployment has been stable since their analysis was published. 

Ray Barrell and his colleagues have adopted a rather similar approach to Riley and Weale, 
arguing that theory predicts a significant but short-run impact on unemployment. In essence 
they follow the theoretical model that we have already discussed. But the problem here, as 
with Riley and Weale’s analysis, is that the unemployment effects are very muted. It just is 
not possible to detect a big impact – there has been no significant increase in unemployment 
despite the slowdown in the economy and the continued influx of migrants, quite the contrary 
in fact – although we have yet to see of course, whether the credit crunch will have an adverse 
impact on the real economy48. 

On the other hand, Barrell et al are certainly correct in saying that much of the A8 migration 
was ‘unanticipated’. The UK government seriously under-estimated the numbers of A8 migrants 
and the consequence was (or ought to have been) a big labour market shock. After all, only the 
UK, Sweden and Ireland opened their borders, which inevitably meant that those workers in A8 
countries looking for higher incomes in the West were restricted in their choice of destinations. 
And the numbers travelling to Sweden were relatively small – a total of 223,000 over the three 
years from 2004-200649.

But while the inflow may have been unanticipated, this level of migration to the UK is unlikely 
to continue in the medium term. After all, at some point all EU member states will need to open 
their borders and, as Barrell et al remind us, Germany rather than the UK has been the historic 
destination of choice for Polish migrants for reasons of obvious geographical proximity50. Where 
people go in the EU will obviously depend on where employment opportunities are to be found, 
but we can anticipate that A8 migrants will be more evenly distributed across Europe when 
genuine free movement is available. In other words, we might conclude that the UK’s recent 
experience with A8 migrants is atypical rather than the shape of things to come. For these 
reasons alone it would be unwise to assume that the phenomenon will continue for the

48 Barrell et al, EU enlargement and migration: Assessing the macroeconomic impacts, NIESR Discussion Paper 
No.292, March 2007
49 Blanchflower, Fear, Unemployment and Migration,Esmee Fairbairn Memorial Lecture (2007)
50 Ibid, p.6
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foreseeable future and, as we shall see in Section 7, economic developments in the A8 
countries (rapid growth and rising prosperity) may have the effect of reducing the flow of 
migrants. 

Blanchflower et al offer an account that also suggests a largely benign effect on the employment 
of indigenous workers51. Indeed, they suggest that an A8 migrant arriving after 2004 is more 
likely to be unemployed than either native workers or a migrant that arrived before 2004 – 
whereas the displacement story would suggest the contrary; recent A8 migrants willing to work 
for low wages should have lower unemployment because they are cheaper to employe than 
either native workers or earlier migrants. Furthermore, Blanchflower et al compare the results 
from the international studies reviewed by the OECD and observe that in all these cases (where 
no impact on native unemployment was detected), the scale of the labour market shock was 
larger than the effect in the UK since 2004. 

Apart from the papers published by researchers at NIESR, the consensus view appears to be 
that the increase in the number of migrant workers has had no significant impact on the level 
of unemployment. Even if NIESR’s modelling is accepted (which shows some negative impact 
on youth employment), the numbers are still not unduly troubling, simply because much youth 
unemployment appears to be frictional and long-term youth unemployment is no higher than 
it was at the beginning of the decade, before the first wave of A8 migrants began to arrive. 
Moreover, NIESR also suggest that eventually the economy will return to equilibrium. The 
employment problems they identify are transitional – accepting of course the assumptions 
embedded in their economic model. Most importantly, perhaps, the labour market data reveals 
no relationship between migration and unemployment in those regions where migrant workers 
are most likely to settle – London is a particularly good example, where unemployment on the 
ILO measure fell in the year January 2007-January 2007. 

Of course, one should not conclude that continued migration at the levels witnessed since 
2004 will have no impact – indeed, theory suggests that a sustained high level of migration will 
inevitably have an impact on employment (recall that the OECD identify a change in the level of 
migration as the important factor, if the number of migrant workers in the economy holds steady 
then there will be no employment effect). However, what we have witnessed since 2004 is 
much more in the nature of a one-off shock, which is unlikely to continue. The number of Polish 
workers coming to the UK has fallen modestly in the last year and this development is likely to 
continue as the Polish economy grows and as other EU member states open their borders to 

51 Blanchflower et al, op cit
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free movement. Furthermore, the government is taking steps to restrict the inflow of non-EU 
migrants through the proposed points system at precisely the moment when the economy may 
be about to enter a more turbulent period. In other words, perhaps more by luck rather than by 
design, the government has succeeded in matching labour supply to labour demand through 
its liberal approach to free movement of workers in the EU. Moreover, migration flows are now 
falling at just the right point in the economic cycle, with government policy accelerating the 
process. One might say that the government has been lucky, (although it may not feel that way 
to a minister under relentless assault from popular newspapers) but there can be little doubt that 
the impact of migration on employment has been beneficial overall for the reasons we described 
at the beginning of this paper.

Perhaps the most important conclusion we might draw from the analysis in this chapter is that 
the government has been poleaxed by its inability to tell a clear and consistent story based on 
accurate and transparent data. This has left the field open to those who are either hostile to 
or sceptical about current levels of migration. Nevertheless, as we have seen, the impact on 
employment has been benign. Indeed, we might go further and say that employers would have 
found it difficult to recruit workers with the right skills if the level of migration had been lower. In 
other words, domestic labour supply would have tightened over this period despite the number 
of workless households and inflationary pressures would have been more intense. 

Having explored the employment impact of migration we now need to examine the evidence on 
wages and also make some assessment of the wider economic impact. What more might be 
said to convince a sceptic that the UK would have been poorer in the absence of A8 migration 
since 2004? And what more might we say about the linkages between migration, growth and 
other macro-economic effects?
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We have already seen from the OECD’s analysis that the impact of migration on wages is small. 
There are differences between countries, with the USA apparently experiencing a bigger impact 
on wages than Europe, but even this finding has been contested and it is difficult to draw a clear 
conclusion. Of course, the OECD’s case is that policy settings matter and that the extent of 
product market regulation is particularly important. If their argument is right then one would not 
expect to see sustained downward pressure on wages in the UK as a result of a large ‘one- off’ 
influx of migrants. The purpose of this chapter is to test this hypothesis against the available 
data and also to consider some of the macro-economic policy consequences of migration.

It has already been observed that most recent migrants to the UK are low paid. We have also 
noted that economic theory predicts (as Weale and Riley suggest) that an increase in a supply 
of a factor of production will lead to a fall in the price of that factor. In other words, if A8 migrants 
are willing to work for lower wages than British workers then the wages of British workers will 
fall. However, as a practical matter we should also note that the UK’s national minimum wage 
has been rising rapidly over the last five years and at a rate faster than average earnings. In 
other words, we have seen an increase in inward migration and a rising wage floor.

6. The impact of migration on wages and the macro-economy
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Figure 25: NMW trajectory, prices and earnings 1999-2007 (£ per hour)
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Note: The NMW was introduced at the level of £3.60 an hour in 1999. The dark blue line plots actual 
NMW increases. The pink line plots the NMW had it been uprated in line with average earnings since 
1999 and the green line does the same with prices. The grey line plots earnings at the tenth percentile, 
showing that the NMW has compressed the bottom of the earnings distribution.
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Figure 25 shows the actual increase in the NMW and compares this with what would have 
happened had uprating taken place in line either with prices or earnings. Having tracked rises 
in average earnings in the three years to 2001, the NMW then began to rise more rapidly. At 
the same time, the rising NMW was leading to a compression of earnings at the bottom of 
the distribution, which explains the convergence between the NMW and earnings at the tenth 
percentile over the period.

According to the government’s 2006 submission to the Low Pay Commission, around 40 
per cent of known migrant workers (those in the formal economy) are paid at or close to the 
NMW. They suggest that average earnings growth seems not to have been affected by inward 
migration, even in those areas with a concentration of migrant workers. This effect is best 
explained by the impact of the rapid NMW increases and it is scarcely surprising that migration 
has had no ‘dampening effect’ on aggregate earnings growth.

Of course, a sceptic might say that this is all very well, but the headline figures can conceal 
a more complex story, particularly in those sectors where a large number of migrants are 
employed. We can test this argument by looking, for example, at wage growth in hotels and 
construction, all of which are sectors where there is some popular concern with the impact on 
pay. 

So far as construction is concerned this may be more myth than reality (at least in the formal 
sector of the economy) because the WRS data suggests that this is not a sector employing 
large numbers of migrants – although the level of self-employment in the sector may mean that 
the employee data fails to pick up all migrant workers. Hotels are a much better example, given 
that Table 2 shows that A8 migrants are employed in a broad spread of occupations likely to be 
found in hotels. 

Our analysis of both sectors shows that that migration is not a significant factor driving wage 
developments. Figure 26 plots the change in increases in median earnings growth over the 
period 2001-07 and compares this with the changes at the median in construction and hotels.

There are two obvious points to make here. First, median earnings in construction have broadly 
followed the more general trend for median earnings. Second, median earnings in hotels 
have apparently been on a much less stable path with large increases, followed by smaller 
increases, followed by larger increases. Even though overall median earnings growth seemed 
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Figure 26: Percentage change in median earnings growth 2001-2007 – all employees, 
construction and hotels, (hourly earnings excluding overtime) 

Source: ASHE
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to slow at precisely the point that the A8 migrants began to arrive, it would be wrong to conclude 
that this proves a clear migration effect not least because earnings growth at the median 
accelerated in 2005-06, before falling back in 2007. Moreover, wage growth at the median in 
hotels accelerated apace after 2005, suggesting that the improvement in labour supply was 
not depressing wages. We might also observe that most employees at the median earnings 
level are unlikely to be in competition with migrant workers – a large percentage of migrants 
are in receipt of the NMW which, at £5.52 is set at well below median earnings (£10.14 an hour 
according to ASHE).

If this is correct then where else might we look for wage effects of migration? We know that 
many migrants are low paid, so an obvious place is the bottom of the earnings distribution. Yet 
even here, where we might expect to find some effects, there is no clear pattern. 

Figure 27 plots earnings growth in construction and hotels at the tenth percentile against 
percentage increases in the NMW. If any pattern is revealed, it is that earnings at the tenth 
percentile in hotels broadly follow the trajectory of the minimum wage – when the NMW is rising 
rapidly then the low paid in hotels see their pay rise fast too, when the NMW is rising more 
slowly then low wages in hotels also rise slowly. A sceptic would point to the sharp reduction 
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Figure 27: Percentage change in earnings 2001-2007 – tenth percentile, hotels, 
construction (hourly earnings excluding overtime) and NMW increases 
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in construction earnings growth in 2004-05, but we might also observe that median earnings 
growth and the rise in the NMW were slowing at the same time – phenomena that are hard to 
attribute to a migration effect. The Low Pay Commission may have regard to the impact of an 
increase on the employment prospects of the lowest paid, but their decisions are not primarily 
determined by the level of inward migration. Cyclical factors and general market conditions play 
a more important role in shaping wage developments than the availability of a pool of migrant 
workers willing to work for lower wages than native workers. Indeed, the rapid rise in the NMW 
has been to the advantage of both indigenous and migrant workers, limiting the scope for 
exploitation and protecting the most vulnerable. 

This conclusion is reinforced by Dustmann et al’s paper for the Low Pay Commission, which 
finds that:

The minimum wage performs an important role to secure the wages of workers who 
otherwise may lose out from immigration.52

In other words, in the absence of the NMW, one would have detected a much more significant 
impact on the wages of the lowest paid, which is precisely what one finds in the USA. According 
to Dustmann, an analysis of the development of wages at the first decile shows that immigration

52 Dustmann et al, A study of migrant workers and the National Minimum Wage enforcement issues that arise, Low Pay 
Commission (2006), p.59
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held back wage growth in 2001 by around 0.7p per annum ‘which is a very modest effect’53. An 
important point to note of course is that this research examines the period before the arrival 
of the A8 migrants, but we might also observe that the NMW rose much faster in the period 
2004-07 than in 1999-2001.

In a paper published at around the same time, Manacorda et al suggested that if migration has 
had any wage effect at all it is on earlier groups of migrant workers rather than the native born54. 
Their argument hinges on the point that we discussed earlier about whether migrant workers 
are substitutes for native workers, or whether they complement native workers by filling gaps 
in the labour market. The evidence presented here makes the case for complementarity, a 
conclusion that is confirmed by a paper for the Low Pay Commission, which found that the A8 
migration into North Staffordshire had displaced some workers – but these workers were asylum 
seekers rather than natives55. In other words, new migrants are competing with earlier waves of 
migrants, not with indigenous workers.

Our perennial sceptic might say that this is all very well, but anecdote suggests that there is a 
serious problem with the enforcement of the NMW, especially in the informal economy. This 
may well be true (although anecdote is not always the best basis for policy), but the conclusion 
must be that enforcement efforts should be redoubled. There is nothing in these data to suggest 
a significant adverse impact on wages. 

So much then for the supposed wage effects, but what more might be said about the impact of 
immigration on growth? What is the wider macro-economic impact? Are the effects benign or 
damaging?

The first argument that we want to explore here is whether the recent high level of inward 
migration has helped to boost growth. The basic laws of economics would suggest that the 
answer is yes, with migrants increasing demand and eliciting a supply response from British 
businesses. Riley and Weale apply this fundamental principle to conclude that immigration since 
1998 has raised GDP by 3.1 per cent. The rapid increase in migration over the period 2004-05 
contributed 1 per cent to GDP. 

53 Ibid
54 Manacorda et al, The Impact of Immigration on the Structure of Male Wages: Theory and Evidence from Britain, CEP 
Discussion Paper No.754 (2006). It should be noted that this paper discusses the period before the accession of the A8 
countries.
55 French and Mohrke, The Impact of New Arrivals Upon the North Staffordshire Labour Market, Low Pay Commission 
(2006)
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Since the actual growth rates in 2004 and 2003 were 3.3 per cent and 1.9 per cent 
respectively, it is obvious that the effect of immigration on economic growth has been 
substantial56. 

It has been suggested that the corollary of this process is that growth will be lower in Poland 
and the other A8 countries, which have witnessed a high level of emigration. Barrell et al 
estimate that the effect of a net emigration of 500,000 Poles is to reduce the output of the Polish 
economy permanently by around 1 per cent57. To some eyes this may look a little odd, since 
it seems to assume that no Poles ever return home and we have already seen that this is not 
the case. Moreover, the logic that migration boosts growth in the UK suggests that returning 
migrants can boost growth in their home country too. Nonetheless, the analysis is valuable 
since it establishes that migration can increase growth in the receiving country and (perhaps 
temporarily) reduce growth in the home country.

At this point it may be useful to explain how these dynamics work and also say a word about 
the impact of migration on inflation. Most of the literature begins with theoretical models based 
on the same assumptions as the Stolper-Samuelson theorem discussed earlier – if a factor of 
production becomes more abundant then, other things being equal, the price of that factor will 
fall. In other words, the arguments about growth and inflation are woven into the story about 
migration and unemployment.

Barrell et al explain their model as follows. An ‘unanticipated’ increase in migration represents 
a big increase in labour supply and companies may not have the productive capacity to 
recruit all these extra workers (who themselves will be adding to demand in the economy). 
The consequence is either that the migrant workers become unemployed or displace native 
workers. Either way, unemployment rises and real wages begin to fall because the growth of the 
reserve army of labour has the effect of restraining wage demands. Returns to capital increase, 
companies invest in additional productive capacity and recruit additional workers at the lower 
level of wages. According to Barrell et al, this means that unemployment eventually returns to its 
long-run equilibrium rate.

They also argue that unemployment and falling real wages lead to lower inflation. This in turn 
generates a monetary policy response, with the central bank cutting interest rates. Another 
important element in this model is that the fall in real wages reflects lower productivity – 

56 Riley and Weale, op cit p.8
57 Barrell et al, EU Enlargement and Migration: assessing the macroeconomic impacts, NIESR Discussion Paper No.292 
(2007)
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labour is cheaper so companies hire more workers for the same level of output. This rise in 
employment is larger than the initial decline in wages, which means that household income and 
consumption rise. Increasing consumption generates rising returns to capital (higher profits) and 
companies start using their retained profits for investment. Barrell et al conclude their account 
by pointing out that investment (growth in the capital stock) increases more slowly than total 
output because investment plans take longer than consumption to adjust to the new pattern of 
demand. However, the increase in the capital stock restores productivity to around its initial level 
or to a new equilibrium (which may be higher).

This stylised description explains the textbook model of what ought to happen, but does it 
give an accurate account of real events? Some of the evidence we have already considered 
suggests that reality diverges from the model in several significant respects. There is no 
significant evidence that indigenous workers have been displaced by recent migrants. Nor is 
there any significant evidence that real wages are falling for those groups most in competition 
with migrant workers (beyond the findings of the study by Manacorda et al) – partly because 
of the effect of a rising NMW, but also because migrants appear to complement rather than 
compete with native workers58. Unemployment has risen slightly, but not significantly since 
the influx of A8 migrants after 2004 and has fallen in some of the regions most affected by A8 
migration. Have we reached a point where economic modelling has little to tell us about the real 
world? 

The simple answer is no, but it is important to understand what the model explains and how it 
can to be modified to tell a more compelling story. For example, Saleheen and Shadforth, in 
their careful evaluation for the Bank of England, begin by pointing out that there may be some 
impact on wage growth. After all, A8 migrants are more likely to be employed in low wage jobs, 
have less bargaining power and may be willing to work for lower wages anyway:

A simple metric of this compositional or ‘batting average’ effect, based on the difference 
in average wage rates and employment shares, suggests that it (migration) has lowered 
the level of aggregate nominal wages by around a quarter of a percent over the last two 
years. This would lower aggregate nominal wage growth temporarily.59

 
They then offer three scenarios to explain why this may be the case. First, it may just reflect the 
fact that these migrant workers have lower productivity, which is also an element in the Barrell 

58 Although recall Manacorda’s argument that it previous waves of migrants who are most affected
59 Saleheen and Shadforth, op cit
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et al story. A drop in productivity growth followed by a drop in wage growth will have no impact 
on monetary policy because there is no impact on unit labour costs and therefore no impact 
on inflation – wages are relatively lower to reflect the lower level of productivity. This part of 
Saleheen and Shadforth’s story can be contrasted with Barrell et al’s account, which predicts 
that falling real wages will produce a monetary policy response. 

Second, the migrants may have displaced similar native employees with similar (or perhaps 
even lower) levels of productivity. In this scenario, one would find a combination of lower 
nominal wages and potentially higher productivity. The result, not surprisingly, is a reduction 
in inflationary pressure. Unfortunately, it is difficult to find strong empirical support for the 
displacement story and this effect, while it is theoretically possible, seems not to explain recent 
labour market developments.

Third, the slowing of nominal wage growth may reflect the fact that the supply of labour is better 
matched to the demand for labour:

(W)ithout the influx of ‘new migrants to fill…skills gaps, earnings would have risen at a 
faster rate, putting upward pressure on the costs of employers and ultimately inflation… 
The increased international mobility of labour and the threat of outsourcing may have 
altered the wage-setting process by increasing the competitive pressures on domestic 
workers. As a result, domestic workers may be willing to work for lower wages than in 
the past60. 

Given our analysis so far the third scenario seems closest to reality, although it may not be the 
very best account that can be given. What we can say with some confidence is that the wider 
availability of migrant labour after 2004 has helped the economy to grow more rapidly and with 
lower inflationary risks than would otherwise have been the case. Perhaps our next question 
ought to be ‘why has this happened?’ If we understand the dynamics of this phenomenon can 
we develop a more sympathetic understanding of contemporary concerns about migration?

Blanchflower and Shadforth offer us the further possibility that rising migration has helped to 
increase the fear of unemployment and that this has had the effect of restraining wage growth 
– and therefore has kept inflation low61. They point out for example, that fear of unemployment 
has been above the long-run average in the UK since 2005 (which is remarkable at a time 

60 Ibid, p.383
61 Blanchflower and Shadforth, Fear, Unemployment and Migration, NBER Working Paper 13506 (2007)
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of relatively low unemployment). However, their argument is really just a modified version of 
Salaheen and Shadforth’s third scenario, and it seems reasonable to question whether a direct 
causal relationship has been demonstrated between migration and the fear of unemployment. 
Indeed, one might perhaps look to a more conventional explanation for these anxieties – not 
least to the rising level of consumer debt and high mortgage costs, which meant that losing 
one’s job could be a financially catastrophic experience even before the rise in interest rates 
during 2006-07. 

The second limb of Saleheen and Shadforth’s third scenario identifies the importance of 
international competition as an influence on wage developments. Market liberalisation and 
integration have undeniably led to intensified competition between businesses in developed 
countries. In more protected economies trade unions and employers are able to share economic 
rents extracted from consumers, but this becomes much more difficult, if not impossible, in more 
competitive markets; inevitably there is downward pressure on prices and the scope for wage 
growth is reduced accordingly. While this may sound like a damaging process from the worker’s 
point of view, we must remember that if has real benefits too, the most obvious of which is that 
competition can lead to lower prices and lower prices can ensure, other things being equal, that 
developed country economies stay on a stable growth path. Yet even here we must be careful 
to distinguish between migration effects and the effects of international competition. It is difficult 
to argue that inward migration explains why the fear of unemployment has risen for the highly 
skilled and well paid.

On the other hand, it would be absurd to deny that there is some labour supply effect. As 
Saleheen and Shadforth suggest, the general availability of appropriately skilled labour will 
inevitably reduce those inflationary pressures that would otherwise emerge under the conditions 
of a skill or labour shortage. We know that in the absence of a minimum wage there will be 
downward pressure on the wages of the most vulnerable workers competing directly with the 
most recent wave of migrants (often previous migrants rather than the native born), but we 
also know that the NMW rose rapidly at just the point when the A8 migrants began to arrive 
in the UK. Perhaps our best story is to say that we have been living through a benign period 
when public policy and improvements in the labour supply have been combined to produce a 
prolonged period of non-inflationary growth. Of course it is unwise to be a Panglossian optimist, 
but it is equally ill-advised to believe that migration has ushered in the economic apocalypse. 
Certainly there are winners and losers (as we shall see in a moment), but a measured 
assessment suggests that the economic advantages of recent migration (higher growth and 
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lower inflation) have outweighed the costs (no significant progress in reducing the number of 
workless households). 

Our conclusion then is that many of the supposed economic concerns about migration are not 
economic at all. They have far more to do with questions of culture and integration that are 
beyond the scope of this paper. Drawing this distinction between the economic and the cultural 
is essential if we are to have an informed exchange and ensure that the debate is driven by 
evidence rather than anecdote or prejudice. We can say with some confidence that migration 
has neither driven up unemployment nor driven down wages. Those who persist in making 
these arguments are at best mistaken.
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At this point we might usefully return to the argument initially adumbrated in Chapter 4 – that 
the propensity to migrate is principally influenced by the level of income per head and the level 
of unemployment in the migrant’s home country. Much of the British debate about migration has 
assumed that there will be a continued influx from the A8 countries at the levels witnessed in 
2004-06, with no prospect that the numbers might fall. Is this yet another fallacious supposition 
that generates more heat than light? 

We might start by recalling our earlier finding that the level of non-Polish A8 migration has 
fallen since 2005 and Polish migration slowed quite dramatically in 2007. Perhaps the best 
explanation is that high growth rates and rising prosperity in the ‘high migration’ countries of 
Central and Eastern Europe has made staying at home (or returning home) a much more 
attractive option. There is also an apparent linkage between perceived quality of life and the 
propensity to migrate62. Rising quality of life (which may be about more than income and 
employment) in Central and Eastern Europe could also reduce the flow of migrants to the UK.

Of course, Romania and Bulgaria have now joined the EU and, in response to rising public 
concern about migration, the UK government has temporarily denied free movement to 
nationals of these countries. Ostensibly, this is because the economy could not withstand 
another labour market shock of the order experienced in 2004-2006. But perhaps we should 
also ask whether there would be quite such a desire to migrate from these countries as there 
was from Poland and Lithuania after 2004? There is no doubt that incomes are significantly 
higher in the UK, but as we have already seen the desire to migrate diminishes dramatically 
if a country’s economy is performing well. Where might we begin to look for answers to these 
questions?

The best source of data is the Transition Report published by the European Bank for 
Reconstruction and Development, which contains a wealth of information about the 
development of the economies of the former Soviet Bloc, Yugoslavia and Albania. So far as 
unemployment is concerned, we can see that there have been significant falls in each of the 
countries since the early part of the decade (Figure 28). Some of the reduction in Polish and 
Lithuanian unemployment can be explained by migration, but much of it is a consequence of 
fairly rapid economic growth – of which more is said below.

It is self-evident that unemployment in both Romania and Bulgaria is significantly lower than in 
Poland at the time of accession in 2004. On this measure we might anticipate that the desire

62 Blanchflower and Shadforth, op cit
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Figure 28: Unemployed (per cent) 2001-2006
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to migrate could be lower than was the case in Poland, although other factors are obviously 
influential too, the most important of which is the level of GDP per head.

Figure 29 plots the changes in GDP per head for each of these countries over the period 
2001-2006. In addition, we have added Hungary and the Czech Republic as comparators 
because these are low migration countries with relatively high incomes.
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We can see that all these countries have experienced strong growth in income per head. We 
might have anticipated that the Czech Republic and Hungary would do best given that they 
were already the most affluent. What is most striking perhaps is the relatively small difference 
between Czech, Hungarian and Polish income per head in 2001. The Poles experienced much 
slower growth than the other two countries and GDP per head followed a similar trajectory to 
Lithuania. Nonetheless, we also know that the recent improvement in economic performance 
and the fairly rapid decline in unemployment have led to fewer Poles and Lithuanians migrating 
to the UK in the past year than was the case in the period 2004-06. One might expect this trend 
to continue, assuming that there is no recession that affects Eastern Europe more seriously 
than the UK, in which case the level of migration might accelerate again if the chance of being 
unemployed in the UK is significantly lower than the chance of being unemployed in Poland. 

This broad picture is confirmed if we look at GDP growth over the same period. With the 
exception of Hungary, all of these countries have grown at between 5.5 per cent and 7 per cent 
per year (Figure 30). A general picture is emerging of falling unemployment reasonably strong 
growth and rising incomes.

Figure 30: GDP growth (percentage change) 2001-2007
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One might conclude from this analysis that the supply of labour from Central and Eastern 
Europe is not only finite but is likely to diminish dramatically over the next five years. Why would 
one wish to migrate from Poland to the UK if it is possible to stay at home and enjoy a perfectly 
decent life and a rising income? Migrating to a country where a different language is spoken 
can be a disruptive experience. A worker must be willing to accept adversity, discrimination and 
a relatively low pay/low status job. If growth in Central and Eastern Europe continues at current 
levels then one might assume that the desire to migrate will diminish. 

This could pose a problem for the UK given the demographic challenges discussed in Chapter 
3. If British employers do not have access to a supply of workers with appropriate skills then 
inflationary pressures will inevitably intensify, monetary policy will tighten and growth will be 
restrained as a result. On the other hand, if Blanchflower and Shadforth are right then ‘life 
satisfaction’ (or dissatisfaction with the quality of life) may be an equally good predictor of the 
migration decision. 

According to the EBRD and World Bank Life Satisfaction Survey 2006 there are significant 
differences on this dimension between the A8 countries, Bulgaria and Romania63. In most of the 
A8 countries (Hungary is the exception), the percentage of those satisfied with life consistently 
outweighs the percentage dissatisfied – by a factor of three to one in the Czech Republic and 
Estonia for example – whereas the reverse is true in Romania and Bulgaria. 

There is also a widespread belief in Romania and Bulgaria that living standards have fallen 
since 1989. The contrast with the A8 countries is striking – in all except Hungary there is strong 
commitment to the view that living standards have generally improved64. This is hard to square 
with the equally widespread belief across all of these countries that household wealth has fallen 
since 1989, despite the fact that incomes have risen everywhere – albeit at very different rates. 
Perhaps the best conclusion we can draw is that the transition from a command economy to a 
market economy is protracted, painful and fraught with increased risks for individuals. It will be 
some time before all these indicators move decisively to the positive side of the chart.

It is important to remember that the citizens of Bulgaria and Romania currently have no rights to 
live and work in the UK. Free movement has been delayed for a period by the UK government 
as provided for by the EU treaties. One can understand the political logic of that decision, given 
the rising concern about immigration in the UK, but the economic logic remains problematic 

63 EBRD Transition Report (2007)p.49, Chart 3.1, Satisfaction with life
64 Ibid, chart 3.2. Note that despite its poor performance on these measures, Hungary remains a ‘low migration’ country.
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– not least because the UK confronts an unavoidable demographic squeeze. Moreover, one 
cannot be certain that the Bulgarians and Romanians would demonstrate the same high 
propensity to migrate as the Poles, Latvians and Lithuanians65. In part this is because we do 
not fully understand the balance between the factors that drive the migration decision – more 
specifically, whether it is the level of unemployment, income per head or ‘life satisfaction’ that 
is most important. If unemployment is the driver then one would anticipate that few Romanians 
will decide to make the journey to the UK. Indeed, the same could be said of the Bulgarians 
too, since Bulgarian unemployment has fallen quite rapidly in the recent past, is below the level 
of current Polish unemployment and below the level that prevailed at the time of the Polish 
accession in 2004. On the other hand if income per head or life satisfaction is the main driver 
then we might anticipate rather more arrivals in the UK. 

‘Safety first’ may seem a sensible principle for the government to apply under conditions of 
uncertainty – and we just cannot be certain about the likely migration flows from these two 
new member states. But we might equally observe that government policy looks inconsistent 
in depriving the Romanians and Bulgarians of free movement whilst guaranteeing these rights 
to the Poles and Lithuanians. Moreover, the reduction in the inflow from the A8 countries could 
lead to domestic labour shortages. Perhaps if a more robust pro-immigration case had been 
made then the political environment would be different, although this approach would have 
required a rather better grasp of the numbers than the government has displayed so far. In any 
event, the government would have been in a stronger position had they acted consistently and 
extended free movement to the citizens of Bulgaria and Romania.

Whatever we might say about the likely choices made by the newest citizens of the EU, there 
can be little doubt that the wave of A8 migration that broke on the UK’s shores in 2004-06 was 
more a one-off shock rather than a sustained phenomenon. Continued economic growth in the 
A8 countries and rising real incomes will reduce the pressure to migrate. Polish plumbers may 
be ubiquitous today but could be a rather rare breed in five years time. 

So far our argument has been generally positive. Migrants have eased labour market pressures 
in the UK and, through their remittances, contributed to economic development in their home 
countries. Of course, we have already seen that some UK citizens have not necessarily gained 
from this process. Whether they have been losers in any meaningful sense is considered in the 
next chapter.

65 See Table 1 above 
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So far our story has been positive. Migrant workers have filled gaps in the domestic labour 
supply, helped to ease inflationary pressures in otherwise tight labour markets and enabled the 
UK economy to remain on a stable growth path. Moreover, while some studies suggest that high 
levels of migration can have an impact on the wages of the lowest paid, these effects have been 
avoided in the UK because the NMW has been rising fairly rapidly. Product markets and labour 
markets are lightly regulated and the policy mix in the UK is oriented to the rapid absorption of 
migrants.

On the other hand, it would be unwise to say that there have been no losers from the migration 
phenomenon. Indeed, the best evidence suggests that those already detached from the labour 
market, in other words those identified in the official statistics as ‘inactive’ may have been 
pushed even further away from participation in the world of work.

It is important to understand that this problem is neither new nor a direct consequence of high 
levels of inward migration. On the contrary, the problem of worklessness is a consequence of 
economic restructuring and inadequate support over a prolonged period for the communities 
that have been adversely affected. Furthermore, the problem has become concentrated in 
fewer households and in clearly defined geographical locations. It is this group – the so-called 
‘workless households’ – that are most likely to have seen their opportunities diminished as a 
consequence of migration.

The problem of workless households was first identified by Paul Gregg and Jonathan 
Wadsworth in 1994. They attributed the emergence of this new phenomenon to the 
unemployment generated by the recessions of the 1980s and 1990s66. Low skill and low-income 
families were most affected by the restructuring of the economy and, once workless, found it 
much harder to return to the labour market. At the time the figures offered a brutal account of the 
consequences of Thatcherism. In 1993 one in seven households had no adult in work – up from 
one in twenty in 1975. Over 40 per cent of single adult and 11 per cent of two adult households 
in 1993 were without work, an increase since 1975 of 27 per cent and 4 per cent respectively. 
Essentially, unemployment had become concentrated in a smaller number of households over a 
period when the number of households with two adults in work increased from 52 per cent to 61 
per cent.

This polarisation of employment opportunity meant that some households had become so 
disconnected from the labour market that they failed to benefit from falling unemployment 

66 Gregg and Wadsworth, More Work in Fewer Households, NIESR (1994)
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as the economy recovered. Worklessness and social exclusion became mutually reinforcing 
phenomena. For example, in 1993 a jobless individual in a working household had twice the 
probability of returning to work than an otherwise identical person in a workless household. This 
reversed the pattern of the 1970s when jobless households were more likely to find work.

Gregg and Wadsworth’s analysis is now fourteen years old. Surely the situation has improved 
since that time? After all, we have witnessed more than a decade of strong growth, falling 
unemployment and a rising employment rate. Have the previously workless households seen 
any benefit at all?

Recent research suggests that some progress has been made in dealing with the workless 
households problem, but nowhere near as much as might have been anticipated given the UK’s 
strong economic record. Indeed, as Cooke and Lawton point out, the net effect of government 
policy has been to move a small but significant proportion of households from workless to 
working poverty (see Table 5)67.

Table 5: Breakdown of households by working and poverty status (millions)

Poor Not Poor

1996/7 2005/6 1996/7 2005/6

Working 2.0m 2.5m 12.1m 13.8m

Workless 2.2m 1.8m 0.9m 0.9m

TOTAL 4.3m 4.3m 13.0m 14.7m

But what we also know of course is that a significant number of households have been 
untouched by the rising prosperity of the last decade. Amongst developed countries the UK 
continues to have one of the highest rates of people living in workless households and, while 
the absolute number of workless households has reduced, the number of economically inactive 
workless households has not changed (Figures 31 and 32). 

Of course, one might think that this is not too much of a problem. After all, the employment 
rate is high and it might seem absurd to try and force people into the labour market if they are 
suffering from problems that make work difficult. This view may have some commonsense 

67 Cooke and Lawton, Working out of poverty: A study of the low paid and the ‘working poor’, IPPR (2008)

Source: Households below average income, 2005/06. Cooke and Lawton, Working out of poverty (2008)
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Figure 31: Percentage of people living in a workless household
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Figure 32: Economic activity and workless households
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appeal, but it underestimates the corrosive effect of worklessness on both physical and mental 
health68. 

There is also a close association between worklessness and child poverty – 34 per cent of 
workless households include at least one dependent child and 1.74 million children live in 
workless households69. If we are concerned about poverty, life expectancy and improving the 
life chances of the least advantaged then policy makers must continue to try and get adults in 
workless households back into the labour market.

The experience of the last decade shows that this will be no easy task. As the National Audit 
Office has pointed out, people in workless households are more likely to experience multiple 
disadvantages – low skills, poor health, and lone parenthood. 

Worklessness is also associated with residence in social housing and while this is not 
necessarily a source of deprivation in itself, the geography of worklessness is relatively 
concentrated – it is not too fanciful to suggest that the stereotype of the ‘benefit dependent 
estate’ has some basis in reality (Figure 33).

For example, sixty per cent of workless households are to be found in 40 council districts. 
Twenty-five per cent of the concentrations of worklessness are in three per cent of wards 
and sixty per cent of all concentrations of worklessness are in ten per cent of wards70. In 
other words, some communities are more familiar with worklessness than with work and this 
phenomenon, which emerged as a result of rising unemployment in the 1980s, has remained 
untouched by later periods of economic growth – even though the individuals affected will be 
different; the children of workless households in the 1980s are today’s workless parents.

It is important to understand that our purpose here is not to make an argument about the 
distinction between the deserving and undeserving poor, between ‘scroungers’ and the 
respectable who have fallen on hard times. As the National Audit Office have pointed out, the 
problems of low skills, poor health (particularly long-term disability) and residence in social 
housing are compounded by the following factors:

Lack of recent work experience.• 
Living in concentrations of worklessness.• 

68 Coats and Max, Healthy Work: Productive Workplaces, TWF (2005)
69 NAO, Helping people from workless households into work, (2007)
70 NAO, op cit, p.15, para 1.8
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Figure 33: The geographical distribution of worklessness
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Caring for children without access to adequate childcare that makes work a practical • 
proposition.
Poor social networks• 71. 
Cultural and language barriers.• 
Limited local job opportunities.• 

71 For more on the impact of social networks and social capital on employment prospects see Putnam, Bowling Alone 
(2000) Ch19, Economic Prosperity.
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Poor local transport.• 
Real or perceived discrimination by employers. • 
Poor job search skills.• 
Low motivation, aspiration or confidence.• 
Poor financial incentives and real or perceived financial barriers to move into work or • 
study72.

These are significant barriers for anybody to overcome. And these problems can be 
compounded by a social environment that is not particularly supportive of formal employment. 

This is not to say of course that government has done nothing to reconnect the workless with 
the labour market. The various New Deals that have been put in place since 1997 and the 
recent initiatives to reduce the number of Incapacity Benefit recipients have all been focused on 
the workless household problem. That progress has been slow reflects the deep rootedness of 
a phenomenon that has perplexed policy makers for almost two decades. One would be wrong 
to conclude that government policy has failed and right to conclude that government should do 
more rather than less.

The implications for public policy are reasonably clear. There must be more investment in active 
labour market programmes, higher benefits, tighter job search conditions and a real sense that 
the workless are receiving something (active labour market support) for something (a serious 
commitment to find work)73. The principle of mutuality is at the heart of good policy design.

Another particularly important element is a commitment by employers to employ those who 
have benefited from the active labour market programmes. The Local Employment Partnerships 
(where a generally large company commits to employ those who have until recently been 
workless in a particular locality) are an excellent example of policy reconnecting the most 
disadvantaged with the labour market. It can help to overcome the motivational problems 
referred to a moment ago and self-evidently avoids the problem of employer discrimination 
against applicants from workless households.

It is here that the link to migration policy begins to emerge. If employers are confronted with a 
choice between employing a low skilled individual from a workless household or a better skilled 
A8 migrant then they are almost certain to opt for the latter over the former. The net effect of A8 

72 NAO, op cit, p.16
73 For a longer account see Coats, Who’s afraid of labour market flexibility? (2006)
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migration may therefore have been to increase the distance still further between the remaining 
workless households and sustainable labour market participation. Nobody lost their job and 
nobody saw their wages fall, but some individuals from workless households may have been 
deprived of employment opportunities that would otherwise have been available.

Of course, one should not overplay this argument – many of the workless were not (and are not) 
‘job ready’. In the absence of A8 migration employers might have responded to labour shortages 
by increasing wages (to recruit ‘better’ more motivated employees), which could have had an 
overall negative effect on the economy – because interest rates would have risen to choke off 
any inflationary pressure. This is, in essence the obverse side of Salaheen and Shadforth’s third 
scenario, which we have already accepted as a reasonable explanation of recent labour market 
developments.

Perhaps we should also note, assuming that the economy remains on a stable growth path, 
that a combination of rising prosperity in Central and Eastern Europe and more restrictive 
immigration policy (the government’s points system) may have the effect of reducing the supply 
of migrant labour. This might be the case even if free movement were granted to the Bulgarians 
and Romanians, because we cannot be certain that they would display the same propensity to 
migrate to the UK as their Polish, Slovak, Latvian or Lithuanian counterparts, for all the reasons 
that were discussed in Chapter 7.

There are two final observations to be made in this context. First, migration has caused the 
most serious social tensions in those areas with the biggest concentrations of worklessness – 
witness for example the relative electoral success of the British National Party in the London 
Borough of Barking and Dagenham. Those who are at the bottom of the social hierarchy may 
display obvious resentment to those who are on the next rung of the ladder and appear to be 
reaping some of the benefits of the nation’s rising prosperity. But far from being an argument 
against migration, the case presented here is that government must redouble its efforts to help 
these communities under pressure and recreate the range of employment opportunities that 
began to disappear at the end of the 1970s – albeit that they may be very different jobs in very 
different industries. 

Improving educational attainment and skill levels are essential ingredients in the policy mix. But 
these initiatives will only be seen as relevant by communities under pressure if the consequence 
of training is access to a worthwhile and sustainable job. The local employment partnerships 
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are a good start but need to be developed with much greater ambition if they are to make a 
significant impact on the problem of worklessness.

Second, we should recall the research by Manacorda et al, which suggests that any negative 
impact of migration is felt by other migrant workers who arrived somewhat earlier74. As we have 
seen, migrant workers generally complement (rather than substitute for) the supply of skills 
in the native workforce. Far from competing with ‘British workers’, this study suggests that 
migrants are in competition with other migrants – to the extent that an increase in migration 
widens the gap between native workers and migrants by around 2 per cent or, in the authors’ 
words75:

(T)he rise in immigration experienced in Britain over the past decades does appear to 
have changed the wage structure. It seems that immigration depresses the earnings of 
immigrants relative to the native born…Our conclusions suggest that the main impact 
of increased immigration in the UK is on the outcome for immigrants who are already 
here.76

This conclusion appears to be counter-intuitive, given the popular view about the impact of 
migration on the wages and employment prospects of British workers but it reinforces the story 
that we have told throughout this paper. So far as economic analysis is concerned immigration 
has had a benign or positive impact – the labour market has performed more efficiently because 
a ready supply of labour has been available at a time of high demand. As we have already 
observed, the roots of the popular concern about migration are to be found in questions of 
culture and identity. Politicians and policy makers must be clear about this argument. They must 
make the case that there are more winners than losers from migration and that, with appropriate 
policies in place, the adverse consequences for the losers can be minimised. This is the basis 
on which sound public policy can be made. 

 

74 Manacorda et al, op cit
75 Ibid, p.3
76 Ibid pp.18-19
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The purpose of this paper has been to make a positive case for the free movement of workers in 
the EU and for managed migration into the UK. We have seen that many of the concerns about 
the labour market impact of migration are at best misplaced and at worst are being used to 
promote a xenophobic political agenda. Any dispassionate analysis of the data would conclude 
that the impact on immigration has contributed to the UK’s economic growth and has oiled the 
wheels of labour market efficiency. In the absence of migration the UK would have experienced 
slower growth, higher inflation and higher interest rates.

Where controversies about numbers have arisen, they have been caused more by weaknesses 
in the data and an inconsistent approach by different government departments than by 
compelling evidence that migration is having an adverse impact on the economy. In large 
measure the government has been the architect of its own misfortune by failing to give simple 
answers to straightforward questions. At least policy makers are now (belatedly) getting to grips 
with the issue and the recent intervention by the Statistics Commission suggests that the public 
conversation may, in the future, be more informed by accurate data than by prejudice or political 
grandstanding. 

The priority must be to ensure that the official data are accurate, consistent and easy to 
interpret. More specifically, the government must be able to answer the following questions with 
conviction and determination:

How many migrants are there in the UK?• 
Where have they come from?• 
Are they in the UK for a short period or do they intend to settle?• 
Where are they working?• 
How much do they earn?• 
What is their contractual status?• 

We have also seen that the policy mix in the UK is, according to the OECD, amongst the most 
conducive to the effective absorption of migrants. Flexible labour markets and liberal product 
markets mean that any impact on employment will be small and the rising National Minimum 
Wage has ensured that there is an effective wage floor to prevent exploitation. This is not to say 
of course that everything is for the best in the best of all possible worlds. Many migrant workers 
experience appalling exploitation and unsafe working conditions in the informal economy. 
But the solution is not to curb the number of migrants but to redouble the effort to ensure that 
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employment rights are properly enforced. Recent evidence suggests that the government is 
alert to the issue and the gangmasters’ licensing legislation is an important step in the right 
direction.

A further unavoidable reality is that free movement for all EU citizens will eventually become 
a fact of life. This is the clear intention of the EU treaties and even those countries who have 
kept their borders closed temporarily will be obliged to adopt a more open stance. Far from 
being a disadvantage or a source of economic instability, the operation of open borders ought 
to lead to higher incomes and sustainable, non-inflationary growth. After all, the purpose of the 
single market, at least in principle, is to allow for a more efficient allocation of resources across 
Europe. 

So far as the labour market is concerned, it is a good thing that workers can migrate from 
countries or regions where jobs are scarce to countries or regions where jobs are plentiful. 
Of course, there is a role for regional policy and the use of the structural funds to prevent 
imbalances emerging (under-development and over-development), but geographical flexibility 
is an important element in the flexibility of the European labour market. There can be little doubt 
that, on balance, the UK has benefited hugely from the A8 migration since 2004. This is a fact 
to be celebrated, not an embarrassing phenomenon only to be mentioned sotto voce in polite 
society. 

Once again, the lesson for politicians is clear – tell a confident story about the benefits of 
migration, root the arguments in the data and ensure that opponents of A8 migration are not 
allowed to advance dubious arguments of doubtful economic respectability. It means too that, 
in retrospect, it may have been a mistake not to allow free movement to the citizens of Bulgaria 
and Romania. By accepting the need for short-term political reassurance the government may 
have sacrificed a long-term strategic goal; the UK will need more migrants in the future if gaps 
in labour supply are to be filled (even if more of the workless return to the labour market) and by 
limiting free movement the government has made it just that little bit more difficult to advance a 
compelling, positive case.

Much of what has been said so far is about political and intellectual confidence rather than 
specific elements of policy, but there is a huge field for public policy action. It is not our intention 
to suggest radical revision to public policy but there are several areas where more attention is 
needed, not least to ensure that some basic principles of fairness are observed.
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Enforcement of employment rights: First, government has to ensure that fundamental 
employment rights are observed by employers of migrant workers. The application of the NMW 
has to be a priority. While compliance is almost universal in the formal economy, there may 
be employers operating beyond the margins of legality who believe they can avoid paying the 
NMW. The case for better resourced and more proactive inspection (targeting the areas of 
greatest risk) is irresistible and should be treated as an urgent priority.

The same might be said of those rights established by the Working Time Regulations – paid 
holidays, rest periods during the working day, one day’s rest per week etc. Once again, policy 
makers have no clear sense of the extent of non-compliance and the resources available for 
inspection and enforcement should be increased.

Some have suggested that specific protections for temporary and agency workers would 
go a long way to reducing the scope for exploitation. There may be some truth in this, but it 
should be borne in mind that simply adding regulations to the statute book is not the only (or 
most effective) way to improve conditions of employment – particularly if there are no effective 
arrangements for enforcement. Moreover, it is difficult to conclude from the official data that 
exploitation is confined to the temporary agency sector or, given A8 migrants’ propensity to 
return to their home countries, that the offer of a permanent contract would solve the problem. 
This is not to say of course that there is no case for regulation, but simply to argue that the more 
effective enforcement of existing rights may do rather more to tackle the problem. 

A fair and flexible points system: The introduction of the new points-based system has been 
welcomed at several points in the text. It offers a more sophisticated attempt to match labour 
demand to labour supply and, through the role of the Migration Advisory Committee, should lead 
to a more informed assessment of employers’ needs. On the other hand, there is also a case 
for a little more flexibility, particularly in relation to migrants with specific skills (chefs in ethnic 
restaurants for example) who may fail to meet the criteria specified for entry to the UK as a 
‘skilled migrant worker’. Whether this is a problem or not has yet to be demonstrated empirically 
– although journalists have been zealous in collecting anecdotes. One would assume that 
employers could approach the MAS if problems began to emerge and the government would be 
required to respond accordingly.

The alternative to a points system, advanced most recently by the House of Lords Economic 
Committee, is an annual cap on the number of non-EU migrants to be admitted to the UK. But 
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if the government’s points system could prove a little inflexible, then an annual cap is absurdly 
rigid. Presumably a highly skilled premiership footballer or a world-class clinician (let alone a 
junior doctor) would be denied admission to the UK if the ‘quota’ had already been reached. 
The notion that ‘the UK is full, we have no more room’, may have some populist appeal, but 
it lacks economic logic and could exacerbate problems of community cohesion. Viewed from 
this perspective, the eminent members of the Committee have made a somewhat injudicious 
recommendation that is out of kilter with the evidence that they received.

More determined action to tackle worklessness in the UK: We have seen that while the 
impact of migration has been generally benign, an unforeseen consequence has been to push 
those already detached from the labour market even further away from the world of work. The 
solutions are by no means straightforward and are not simply related to labour market policy. 
Certainly there is a question about skills development, but the deficiency here may be as much 
in soft skills as in formally accredited qualifications. Furthermore, getting the workless back to 
work will depend on housing policy, transport policy, the creation of more local job opportunities 
and the personal support needed to boost confidence and improve incentives to work. The 
minimum wage also has an essential role to play here in fixing a floor under wages and, with the 
tax credit system, helping to make work pay.

These recommendations may look slightly odd in a discussion about migration policy, but the 
real issue here is that unless a wide ranging policy initiative is taken then the children of today’s 
workless adults will be workless adults themselves tomorrow. The consequences for community 
cohesion should be obvious. A significant minority of our fellow citizens will be living parallel 
lives, disconnected from the mainstream and nurturing a legitimate sense of grievance. This is 
fertile ground for a populist right-wing politics that blames migrants for all society’s ills.

While a prudential argument may be moderately persuasive, a better articulation of the case 
would make clear that citizens in workless households are being deprived of life chances that 
many of us take for granted. Children can hardly be said to ‘deserve’ their socio-economic 
status in the same way that nobody can be said to deserve their parents. By allowing 
concentrations of worklessness to continue, we are condemning the poor to diminished 
opportunities, poorer health and shorter life expectancies. A positive prospectus for migration 
must have as its corollary a commitment to tackling disadvantage in the UK.
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Genuine free movement in the EU: We have already observed the inconsistency in 
government policy – allowing free movement for the A8s, but restricting it for the citizens of 
Bulgaria and Romania. Leaving aside the tactical political considerations, we would suggest 
that there is a convincing case for a reversal of the policy. The government’s points system 
envisages that UK employers’ requirements for low skilled labour can be met by inflows from 
Central and Eastern Europe. But we have already seen that the inflow of A8 migrants has 
fallen and there is some evidence to suggest that Poles in particular are going home. Recent 
experience suggests that the A8 migrants have had a keen appreciation of the dynamics of 
supply and demand (exemplified by their employment rates in the UK). In other words, if the UK 
economy is performing well and there are plenty of jobs available then the supply from East-
Central Europe will increase to match demand. It may be a risk to grant free movement to the 
Bulgarians and Romanians, but we would argue with some determination that this is a risk worth 
taking.

Perhaps the most important conclusion that we can draw from this lengthy account is that 
labour market or economic issues must be disentangled from concerns about culture and 
identity. There is no doubt that rapid migration can change the character of a locality and that 
this can be a destabilising experience for existing residents. Equally, we would be wrong to 
ignore the issues of social cohesion, diversity, tolerance and the planning of public services 
even though they are largely beyond the scope of this paper. But these very difficult questions 
may become more tractable once they are disconnected from concerns about pay and jobs. 
Indeed, there may be a greater willingness to accept the positive case for migration once it is 
clear that the economic impact is generally benign. A failure to grapple with these issues could 
lead to a further deterioration in an already distorted debate. This will be damaging for both 
social cohesion and for rational economic policy making. It is an outcome that all responsible 
politicians and policy makers should be keen to avoid. 
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