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Annex A: MAC Commission

Home Secretary

2 Marsham Street
London

SW1P 4DF
www.gov.uk/home-office

Professor Alan Manning, Chair, Migration Advisory Committee
Sent via email only

27 July 2017
Dear Professor Manning,
| am attaching to this letter a commission for advice from the Migration Advisory

Committee (MAC). It covers both the impacts on the United Kingdom labour market
of the UKOG6s exit from the European Union an

closely |inked, how the UKOs idwmihamodan i on s
industrial strategy. | am grateful for the indications that | have been given of the
MACG6s willingness to take on this work.

| am sure you do not underestimate the significance of the task which we are asking
the MAC to undertake and | thought the Committee might find it helpful if | were to
set out some relevant background information.

The Government has been clear that it respects the outcome of the Referendum on

the UKO6s membership of the Eur opeaen UKiGson,
exit from the EU. We are working towards the goal of achieving sustainable levels

of net migration but we also want to ensure all economic impacts are well
understood and prepared for.

The Government also said that after the UK leaves the EU, free movement will end
but migration between the UK and the EU will continue. Migration benefits the UK,
economically, culturally and socially. Our businesses, agriculture, public services,
voluntary organisations and universities rely to a greater or lesser extent on
migration for labour, skills and ideas. Britain is a tolerant country, open for business
and will stay that way. We will remain a hub for international talent and our departure
from the EU must be seen in this context.

But sharply increased levels of net migration since 1997, from both the EU and

beyond, have given rise to public concern about pressure on public services and

wages. These concerns about the sustainability of unrestricted migration from the

EU featured strongly in the debate surrounding the referendum on the United
Kingdomés EU membership on 23 June 2016. TI
our ability to control immigration from the EU. Although net migration from the EU

has fallen over the last year, we cannot exercise control over the type and volume

of EU migration at present, as free movement gives EU citizens extensive rights to

reside.



As set out i n t he Government 0s Command Parf
Ki ngdomdéds withdrawal from the Eemvertpe®an Uni ol
derived law into UK law as it stands at the moment at which we leave the EU.
Without further change, that would mean that the free movement of EU citizens to
the UK would continue, albeit as part of UK law. We have therefore committed to
introduce to Parliament an Immigration Bill to repeal the current EU-derived free
movement provisions so as to be able, on our exit from the EU, to bring EU citizens
fully within the scope of UK law. This will mean that, in future, we will be able to

applydiff er ent i mmi gration rules and requirement
and social needs at the time, and reflecting our future deep and special partnership

with the EU, i ncluding on any i mplementatio
departure.

We do not envisage moving to that future system in a single step when we leave the
EU. It will be in the interests of migrants, employers and the UK authorities, to have
a predictable, well understood process which moves gradually from the free
movement regime to a new set of arrangements.

Ouir first priority is to safeguard the position of existing EU residents in the UK and

UK nationals in the EU. So, the first phase of our immigration proposals was to

publish our fair and serious offer on 26 Junel. This set out our proposals that

qualifying EU citizens, arriving and resident before a specified date, would be able

to apply for 0settled statusd in UK |l aw on
continuous residence i meaning that they would be free to reside in any capacity

and exercise any lawful activity, and to access public funds and services. Those

arriving and resident before the specified date but who had not yet accrued five

yearso residence would be able to remain un
residence. They would all have adequate time to apply for their documentation after

our exit as there would be a égrace periodo

EU citizens arriving after the specified date but before exit (if the specified date we

agree with the EU is prior to withdrawal) would be allowed to remain in the UK for

at |l east the temporary O6grace periodd, and,
settle permanently depending on their status and the rules in place at the time.

As part of a smooth and orderly transition as we leave the EU, the second phase of

our immigration proposals is based on a temporary implementation period to ensure
thereisnoclffedge on the UKOGs departure for empl
i ncludes the 0gr aada éhose EBU citizems avhodaurived befgre thveh i

specified date will have time to obtain their documentation from the Home Office.

During this period there will also be a straightforward system for the registration and
documentation of new arrivals (as well as for those who arrived after the specified

date but before exit, if appropriate). A registration system that enables EU citizens

to demonstrate their right to live and work in the UK is the basic requirement to be

able to operate any system of immigration control.

After this implementation period, we will move to the third phase which will be our
long-term arrangements covering the migration of EU citizens, designed according

1 Safeguarding the Position of EU Citizens Living the UK and UK Nationals Living in the EU,
published on 26 June 2017



to economic and social needs at the time, and reflecting our future deep and special
partnership with the EU.

The Government will want to ensure that decisions on the long-term arrangements
are based on evidence. The commission that we are now asking the MAC to
undertake is very much part of this. | very much hope that in undertaking its work
the MAC will want to consult widely and that those affected will take the opportunity
to make sure their voices are heard.

Alongside that, the Government will be undertaking its own extensive programme
of engagement and evidence gathering with all interested parties including
business, industry, trades unions, educational institutions and many others, to
ensure we strike a balance on future EU migration arrangements. It is important that
those affected contribute to the design of future arrangements and start to consider
how they might adapt to a future immigration system.

Only when all of this concluded, and
what the future long-term immigration rules for EU citizens should be. The
Government will be able to set and adjust the successor arrangements to meet the
needs of our wider immigration policy, our economic circumstances and the deep
and special partnership we seek to agree with the EU, as well as trade agreements
with other countries. | would be grateful if the MAC could report by September 2018,
though it would be helpful if you felt able to provide interim reports throughout the
period that you are working on this commission.

I look forward to receiving the MAC's advice on these important issues and | shall
be publishing this letter.

Rt Hon Amber Rudd MP

COMMISSION FOR THE MIGRATION ADVISORY COMMITTEE

The Government has made clear that part of its immigration policy is to continue to
reduce net migration, towards sustainable levels and to end free movement as we
leave the European Union. Against that background, and to support future policy
development, the Government would welcome advice and evidence from the MAC
in respect of current patterns of EU and European Economic Area (EEA) migration
and the role of migration in the wider economy and society.

EU and EEA Migration

1 Drawing on existing sources where appropriate, the MAC should set out
current patterns of EU and EEA migration, looking at:

sectors,

regional distribution,

skill levels,

duration of assignments,

self-employment, entrepreneurs, part time, agency, temporary and
seasonal workers; and

O O O O ©o

we



o0 any other characteristics the MAC considers relevant;

The MAC should consider the evolution of EU and EEA migration since 2000 and
possible future trends (absent new immigration controls).

1 What are the methods of recruitment used by UK employers to employ EU
and EEA migrants and how does this impact on UK workers?

1 What are the economic and social costs and benefits, including fiscal impacts
to the UK economy and impacts on public services and infrastructure of EU
and EEA migration?

1 Is it possible to estimate the potential impact of any future reductions in EU
and EEA migration (whether occurring naturally or through policy), at a range
of levels and how may these be felt differently across the economy and
society? This may include a consideration of the impacts on the different
parts of the UK, within the context of designing a UK-wide immigration
system. How could business adjust if EU and EEA net migration was
substantially reduced? What mitigating actions could be taken by employers
and government and over what timescale?

Aligning the UK immigration system with a modern industrial strategy

1 What is the current impact of immigration, both EU, EEA and non-EEA, on
the competitiveness of UK industry, including on productivity, innovation and
labour market flexibility?

1 What impact does immigration have on skills and training?

1 Is there any evidence that the free availability of unskilled labour has
contributed to the UK's relatively low rate of investment in some sectors?

71 Are there advantages to focussing migrant labour on highly skilled jobs or
across the entire skills spectrum?

1 Does the shortage occupation list need to be amended to include skills
shortages at lower skills levels than NQF6?

Where relevant to the above, we would welcome detail of what lessons can be
drawn from the approach taken by other countries.

The MAC is asked to report by September 2018. The MAC may wish to provide
interim reports throughout that period.



Annex B: MAC Call for Evidence

The MAC call for evidence set out the following questions for stakeholders. These
provided a general indication of the information the MAC would find most useful, but
respondents were informed that they could provide the MAC with other relevant
information. The MAC asked that responses be evidence-based and, where
possible, provide data and/or examples in support of answers. Stakeholders were
encouraged to respond to questions that are relevant to their expertise and were not
necessarily expected to answer every single question.

EEA Migration Trends

1 Please provide evidence on the characteristics (e.g. types of jobs migrants
perform; skill levels, etc.) of EEA migrants in your particular sector/local area/
region. How do these differ from UK workers? And from non-EEA workers?

1 To what extent are EEA migrants seasonal; part-time; agency-workers;
temporary; short-term assignments; intra-company transfers; self-employed?
What information do you have on their skill levels? To what extent do these
differ from UK workers and non-EEA workers?

1  Are there any relevant sources of evidence, beyond the usual range of official
statistics, that would allow the MAC to get a more detailed view of the current
patterns of EEA migration, especially over the last year?

1 Have the patterns of EEA migration changed over time? What evidence do you
have showing your employment of EEA migrants since 2000? And after the
Brexit referendum? Are these trends different for UK workers and non-EEA
workers?

1 Have you conducted any analysis on the future trends of EEA migration, in
particular in the absence of immigration controls?

1 Have you made any assessment of the impact of a possible reduction in the
availability of EEA migrants (whether occurring naturally or through policy) as
part of your workforce? What impact would a reduction in EEA migration have
on your sector/local area/region? How will your business/sector/area/region
cope? Would the impacts be different if reductions in migration took place
amongst non-EEA migrants? Have you made any contingency plans?

Recruitment Practices, Training & Skills

1 Please provide evidence on the methods of recruitment used to employ EEA
migrants. Do these methods differ from those used to employ UK and non-
EEA workers? What impact does this have on UK workers? Have these
methods changed following the Brexit referendum?

1 Do recruitment practices differ by skill-type and occupation?



1  What are the advantages and disadvantages of employing EEA workers?
Have these changed following the Brexit referendum result?

1 To what extent has EEA and non-EEA migration affected the skills and training
of the UK workers?

1 How involved are universities and training providers in ensuring that the UK
workforce has the skills needed to fill key roles/roles in high demand in your
sector? Do you have plans to increase this involvement in the future?

1 How well aware are you of current UK migration policies for non-EEA
migrants? If new immigration policies restrict the numbers of low-skilled
migrants who can come to work in the UK, which forms of migration into low-
skilled work should be prioritised? For example, the current shortage
occupation list applies to high skilled occupations; do you think this should be
expanded to cover lower skill levels?

Economic, Social and Fiscal Impacts

1  What are the economic, social and fiscal costs and benefits of EEA migration
to the UK economy? What are the impacts of EEA migrants on the labour
market, prices, public services, net fiscal impacts (e.g. taxes paid by migrants;
benefits they receive), productivity, investment, innovation and general
competitiveness of UK industry?

i Do these differ from the impact of non-EEA migrants?

1 Do these impacts differ at national, regional or local level?

1 Do these impacts vary by sector and occupation?

1 Do these impacts vary by skill level (high-skilled, medium-skilled, and low-
skilled workers)?

10



Annex C: Indicative list of bodies the MAC met

Advertising Association

AEG Europe

All Party Parliamentary Group on Migration
Apple

Appleman & Leiden Limited

Arup

ASDA

Association of British Orchestras

Belfast CBI

Belfast Chamber of Commerce

Benoy

Birketts LLP

Birmingham Chamber of Commerce
Bournemouth Tourism Council
BritishAmerican Business

British Fashion Council

British Film Institute

British Hospitality Association

British Rail Consortium

British Summer Fruits

British Veterinarian Association

Cambridge Research Park

Canadian High Commission

Cavendish Coalition

Confederation of British Industry (CBI)
Centre of Applied Science and Technology
Charity Finance Group

Chartered Association of Business Schools
Cisco

Construction Industry Training Board (CITB)
City of Birmingham Symphony Orchestra
Coadec

Convention of Scottish Local Authorities
Coventry and Warwickshire Chamber of Commerce
Cranswick

Creative Industries Federation

DAC Beechcroft

Deloitte

Department for Business, Energy and Industrial Strategy
Department for Digital, Culture, Media and Sport
Department for Education

Department for Environment, Food and Rural Affairs
Department for Exiting the European Union
Department for Work and Pensions
Department of Health

Doncaster Chamber of Commerce

EEF

English National Ballet

English UK

Ensco

11



Entrepreneurs Network

Ernst & Young

Expats Academy

Facebook

Focus on Labour Exploitation
Food Standards Agency
Fragomen

Go s

G5 Brunswick Group

GMC

Gourmet Burger Kitchen

Greater London Authority
GlaxoSmithKline plc (GSK)

Hall Hunter Farms

Herefordshire and Worcestershire Chamber of Commerce
Heritage Alliance

HM Treasury

Home Office

Honda Motor Europe

Hull City Council

IAG

Immigration Law Practitioners Association
Infosys

ING

Innovate Finance

Japanese Embassy

Kingsley Napley

Level 39

London Chamber of Commerce and Industry
London First

Low Pay Commission

Lush Cosmetics

Medical Research Councll
Microsoft

Mills & Reeve

Morgan Sindall

NASSCOM

Nati onal Farmersdéd Uni on
Newland Chase

NHS Employers

Nordic-BeNeLux Embassies

North East Chamber of Commerce
Northern Ireland Department of Agriculture, Environment & Rural Affairs
Nottingham University

Ocado

Office of Manpower Economics
One Dance

Penningtons Manches

Permits Foundation
PricewaterhouseCoopers
Publishers Association

Rail Delivery Group

12



Ralph and Russo

REC

RIBA

Rio Tinto

Royal Academy of the Arts

Royal College of Veterinary Surgeons
Russell Group

Secretary of State for Scotland
Scottish Chamber of Commerce
Scottish Government

Scottish Tourism Industry Skills Group
Seafish

Sheridan

Skills for Logistics

Society of Motor Manufacturers and Traders
Suffolk Chamber of Commerce

Tata Consultancy Services

Tech City

Tech UK

Tourism Industry Council
Transferwise

TUC

Ubisoft

UK Music

UK Screen Alliance

Ukie

Universities Scotland

Universities UK

Viacom

13



Annex D: List of respondents to MAC call for

evidence by sector
Agriculture, Forestry and Fishing

AJ and CI Snell

Angus Growers

Associated British Foods Plc

Boxford Suffolk Farms Ltd

British Poultry Council

CLA

Clyde Fishermen Association

Concordia

Confor

Countryside Alliance

Department for Environment, Food and Rural Affairs
East of Scotland Growers

English Apples and Pears Ltd

Flixton Mushrooms

Fresh Produce

Gos Hres

Haygrove Ltd

Hayloft Plants Ltd

Horticultural Trades Association

Kettle Produce

Laurence J Betts Ltd

McGill and Co

National Association of Agricultural Contractors
Nati onal Farmersd Uni on
Nati onal Farmersd Uni on
Orchard Lodge Farm

Place UK

Roughway Farm

Seafish

Southalls of Norchard

Supply of British Labour to Seasonal Horticulture
Walsh Mushrooms

West Sussex Growers Association

Whitting and Hammond

Wilkin and Sons

Wyevale Nurseries

Mining Activities

Ground Forum
Lantoom Ltd
Mineral Products Association

Scotl and

14



Manufacturing of Food and Beverages

British Meat Processing Association
Charles Bloor Meat Processing
Cranswick

DAERA

Diageo

Donald Russell Ltd

Fish Processing Case Study
Food and Drink Federation
Forresters Sales Ltd

Fresca

Indo European Foods

Manor Fresh

National Pig Association
Provision Trade Federation

TS Bloor and Sons

Wicks Manor

Other Manufacturing

British Fashion Council

British Furniture Federation

British Generic Manufacturers Association
Cambridge Institu Ltd

Caterpillar

EEF

Johnson & Johnson

Mitsubishi Heavy Industries Group
Polypipe Ltd

Rolls Royce

Society of Motor Manufacturers and Traders

Textile Services Association
Toyota Motor Manufacturing
UK Fashion and Textiles

Utilities

Artemis

Biffa Waste Services
BP

Centrica

EDF Energy

Energy and Utility Skills
Energy Institute

Energy UK

General Electric*
National Grid

15



Nuclear Decommissioning
Nuclear Industry Association
Oil and Gas UK

Scottish Power

Total E&P UK Ltd

UK Atomic Energy Authority

Construction

AECOM

Arup

Brexit Infrastructure Group
Build UK

Chartered Institute of Building
CITB

Construction Industry Council
Federation of Master Builders
Home Builders Federation
ISG

National Rail

Royal Institute of Chartered Surveyors
Skanska

Wholesale and Retail Trade

Amazon

Asda

British Retail Consortium

Challs International Ltd

John Lewis Partnership*
Mitsubishi Electric Europe

Motor Cycle Industry Association
Planet Organic Ltd

Wm Morrison Supermarkets Plc
Zip Yard

Transport

Enterprise Holdings

Freight Transport Association

Hertz

Maritime Skills Alliance

National Franchised Dealers Association
Nautilus

RMT

Road Haulage Association

Strategic Transport Apprenticeship Taskforce



Warehousing

British Institute of Facilities Management

Accommodation and Hospitality

ABTA

ALMR

BALPPA

Bournemouth and Poole Tourism
British Beer and Pub Association
British Hospitality Association
British Sandwich and Food To Go Association
British Takeaway Campaign
Carlson Rezidor Hotel Group
Goldstar Chefs

Hotels Sector in Northern Scotland
McDonalds

Northern Ireland Hotels Federation
Seasonal Businesses in Tourism
Tourism Alliance

Wentworth Jones

Media and Communications

British Telecommunications

Broadcom

Commercial Broadcasters Association
Russia Teleradio

Sheridans (on behalf of Arabic TV station)
Vodafone

Information Technology

Canon*

Colt

IBM

Improbable Worlds Ltd
Intel

NASSCOM

SAP

ScotlandIS

Siemens*

Skyscanner

Tata Consultancy Services*
Tech City

techUK

17



TIGA
Ukie

Finance and Real Estate

American Express

British Property Federation

Chartered Association of Business Schools
Chartered Management Institute

ICAEW

Lloyds

London Market Group

Personal Investment Management and Finance
S&P Global

UK Finance

Virgin Money

Zurich Insurance

Professional Services

ABIO BIA

Academy of Medical Science
ACE

Advertising Association
AIRTO

Association of the British Pharmaceutical Industry

ARM

AstraZenica

BAL Global

Bloomberg

Bright Blue

British Future

British Institute of Facilities Management
Buro Happold

BVA RCVS

Cancer Research

Campaign for Science and Engineering
Centre for Progressive Capitalism
Charles Russell Speechlys
Chartered Institute for Archaeologists
Common Futures Network

Council for Global Immigration
Constantine Law Ltd

Deloitte

Denton

Design 2

Elekta

Employment Lawyers Association
Engineering Council

Engineering the Future

Enviresearch

18



Ernst & Young LLP

Eville and Jones

Federation of Archaeological Managers
Foresight Society

Fragomen

Global Entrepreneurship Monitor

GSK

Immigration Law Practitioners Association
IPEM

Jacobs UK

Johnson Mathey

Kingsley Napley

KPMG

Law Society

London Design Capital

Magrath Sheldrick

Management Consultancies Association
Medicine and Healthcare Regulatory Agency
Merck

MigrationWatch

Mott McDonald

MWH

Mylan

National Institute of Agricultural Botany
National Institute of Economic and Social Research
Newland Chase

Office for National Statistics

Omnicon

Penningtons Manches

Pfizer

Plymouth Marine Laboratory
PricewaterhouseCoopers

Research Councils UK

Royal Pharmaceutical Society

Royal Society

Royal Society Edinburgh

Royal Society of Biology

RIBA

Scottish Lifesciences Association
Smith Stone Walter

Squire Paton Boggs

ucB

UKSpace

VPHA

Withers LLP

Wellcome Sanger centre

Weightmans



Non-Professional Administrative and Support Services Activities

Charities and Voluntary Bodies

Apostleship of the Sea

Charity Finance Group

Focus on Labour Exploitation

Independent Age

National Council for Voluntary Organisations
Northern Ireland Council for Voluntary Action
Salvation Army

Recruitment Services

Adecco Group

Association of Labour Providers
Mploy Staffing Solutions

REC

Smart solutions

Representative Bodies

British Chambers of Commerce
British Services Association
BritishAmerican Business

CBI

CBI Northern Ireland

Chartered Institute of Personnel and Development
City & Guilds

Federation of Small Businesses
Institute of Directors

Mi g r a ghtsNetwdrk
Scottish Chambers of Commerce
The 3million

Trade Unions

NASUWT
Prospect
TUC
Unison
Unite
Usdaw

Public Administration

Buckinghamshire County Council
Department for Business, Energy and Industrial Strategy
Local Government Association



London Borough of Camden

Education

Higher Education

Aberystwyth University

Association of Colleges

Association of Schools and College Leaders
Bath University

Birmingham University

Cambridge University

Conservatoires UK

Destination for Education

Edinburgh Napier University

Edinburgh University

Education and Training Foundation
Education Institute of Scotland

Exeter University

Glasgow University

GuildHE

Heriot Watt University

Imperial College

Institute of Physics

Kingébs Coll ege London
London Higher

London School of Economics

MillionPlus

Oxford University

Russell Group

St Andrews University

St Marybds University
Strathclyde University

Surrey University

Universities and Colleges Employers Association
Universities Scotland

Universities UK

University Alliance

University College London

University of the Arts London

Warwick Business School

Warwick University

Non-Higher Education

Department for Education
Education Workforce Council

21



English UK

Heathfield School, Ascot
Independent Schools Council
London Business School
NAHT

National Education Union
Nottingham College

Princess Helena College

Health

Academy of Medical Royal Colleges
Association of Dental Groups

British Dental Association

British Heart Foundation

British Medical Association

BUPA UK

Cavendish Coalition

Chartered Society of Physiotherapy
Department of Health

General Medical Council

HCA Healthcare

HCL Workforce Solutions

HR Leaders in Health Care Network
NHS Grampian

Nuffield Trust

Nursing and Midwifery Council

Royal College of Anaesthetists

Royal College of Emergency Medicine
Royal College of General Practitioners
Royal College of Midwives

Royal College of Nursing

Royal College of Paediatrics and Child Health
Royal College of Pathologists

Royal College of Physicians

Royal College of Physicians and Surgeons of Glasgow
Royal College of Radiologists

Residential and Social Care

Care Association Alliance

Care England

Christies Care

Four Seasons Healthcare
Home Counties Carers

Macklin Group

Methodist Homes

National Care Association
Scottish Care

Scottish Social Services Council

22



Surrey Care Association

Creative Arts and Entertainment

Art Fund

Artists Info Co.

Arts Council England
Association of British Orchestras
BFI

British Academy

British Art Market Federation
British Horseracing Authority
British Library

British Racing School

British Recorded Music Industry*
British Screen Advisory Council
Creative Industries Federation
Department for Digital, Culture, Media and Sport
EFL

Film London

Heritage Alliance

Historic England

Incorporated Society of Musicians
Live Nation

Mojohobo

Museums Association

Natural History Museum
National Museums Scotland
One Dance

Pact

Royal Academy of Music

Rugby Football League

Society of London Theatres
Sport and Recreation Alliance
Storm Management

UK Music

UK Screen Alliance

UKRG

Visual Artists Ireland

Yvonne Courtney

Other Stakeholders

Brexit Advisory Committee for Public Services
Embassy of Japan
Japanese Chamber of Commerce and Industry in the UK

Devolved Administrations



Convention of Scottish Local Authorities

Executive Office, Head of the Northern Ireland Civil Service
Highland and Islands Enterprise

Northern Ireland Strategic Migration Partnership

Royal Society of Edinburgh

Scottish Chamber of Commerce

Scottish Government

Social Support and Migration in Scotland

Welsh Government

Government Departments

Department for International Trade
Food Standards Agency

Local Government Bodies

City of Bradford Metropolitan District Council

Cornwall Council

East of England Strategic Migration Partnership

Greater Manchester Combined Authority

Hampshire County Council

Herefordshire and Worcestershire Chamber of Commerce
Hull City Council

Local Government Association

London Chamber of Commerce

London First

Mayor of London

North East Brexit Group

Plymouth City Council

School of Social Sciences, Nottingham University

South East Councils and South East Strategic Partnership for Migration
West Sussex County Council

West Midlands Combined Authority

West Yorkshire Combined Authority

*These respondents asked for their evidence to be regarded as confidential and
not to be published.
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Annex E: Technical Annex

Defining Migrant Groups

In what follows, and in line with previous MAC reports, we use country-of-birth to
define migrants as those not born in the UK. In contrast, some recent ONS
publications have argued it is preferable to use nationality. Neither measure is
perfect and the use of one over the other depends on the purpose for which the
statistics are being used. Individuals have only one country of birth while they might
have multiple nationalities (and our data sources typically record only one) and
individuals might also be eligible for nationalities they do not currently hold.
However, some foreign-born individuals will be eligible for British citizenship from
birth in which case they would not be subject to any migration controls and it may
be misleading to categorise them as migrants. In the rest of this note, we exclude
Irish-born from our EEA-born migrant definition, as it is assumed that the Common
Travel Area will continue between the UK and Ireland. And the group we refer to as
EU13+ are those countries who were members of EU before 2004 plus EEA
members plus Switzerland.

This leads to migrant groups being classified as follows:

UK and Ireland

EU13+: Austria, Belgium, Denmark, Finland, France, Germany, Greece,

Italy, Luxembourg, Netherlands, Portugal, Spain, Sweden, Iceland,

Liechtenstein, Norway and Switzerland.

1 New Member States (NMS): Bulgaria, Croatia, Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Malta, Romania, Slovakia, Slovenia

1 Non-EEA

T
T

Source of data is APS/LFS. The coding of country of birth has changed over time
and we use 3 different variables; CRY (changed to CRYO01 in 2001), CRYO and
CRYOX7. CRYOXTY is used after 2007, and a combination of CRY and CRYO is
used until 2006.

Defining Sectors

Sectors are grouped by SICO7 codes, and the earlier SIC92 and SIC03
classifications are transformed to correspond with SICO7 using a proportional
mapping provided by the ONS.

The 88 2 digit SICO7 codes have been grouped into 20 MAC sectors. There is a
trade-off between picking and choosing amongst these and not capturing the whole
economy, and aggregating these up and potentially missing individual industries that
dondét follow the pattern of the aggr
taxonomy that allowed for separate analysis of industries with particularly high EEA
employment.

Defining Skill Levels
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Skill levels are determined by occupation and their corresponding NQF level. NQF
| evel 1 and 2 are determined to be 0I
l evel 6+ lilsB.6hi gh ski

Skill level is determined by occupation (classified using SOC10 coding). Each
occupation corresponds to an NQF level and is categorised into the low, medium
and high categories discussed above. The mapping from occupations to NQF levels
comes from Immigration Rules Appendix J2.

Chapter Specific Analysis
Cross Cutting Themes

Figures 1.4., 1.9. and 1.10.: data is from OECD Stat3. Sample is restricted to older
OECD countries that are likely to be more like the UK in terms of economic
development. Growth rates of employment, labour force, and output per worker are
for as long a period as is available and converted to an annualized rate. Period
varies slightly from country to country.

Analyses of wages, absenteeism and night/evening work.

These analyses use the LFS and the migrant classification described above. The
sample period is 2011-2016 inclusive. Information on LFS and APS variables can
be found in the LFS User Guide vol. 3, which is updated annually.*

The controls in the regressions are occupation, industry, region, age, gender, job
tenure and year.

The dependent variable in Figure 1.1. is usuwrk2 and usuwrk3 i whether it is usual
to work evenings or nights.

The dependent variable in Figure 1.2. is the percentage of days scheduled to work
that the worker was absent.

The dependent variable in Figure 1.7. is the log of hourly earnings.

For Figure 1.3. the fraction with a degree is computed using the answer to the
guestion on the highest qualification (HIQUL11D and HIQUL15D)

Figure 1.8, which presents wage growth for UK and Ireland born workers by skill
level, proportional mappings between SOC1990, SOC2000 and SOC2010
classifications were used to assign NQF levels to individual observations
consistently overtime.

2 https://www.gov.uk/guidance/immigration-rules/immigration-rules-appendix-j-codes-of-practice-
for-skilled-work

8 http://stats.oecd.org/

“https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetype
s/methodologies/labourforcesurveyuserguidance
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Estimating Compliance with the Minimum Wage

The problem with estimating compliance with the minimum wage in the LFS is that
the measure of hourly pay that is available for everyone (HOURPAY) is derived by
dividing weekly earnings by weekly hours, a procedure that is known to have errors
that lead to an over-estimate of the numbers paid below the minimum wage. An
alternative measure (HRRATE) is a direct question about the hourly pay rate so is
regarded as more accurate (though still not perfect because it is self-reported) but
is only asked of those who are paid by the hour who tend to be on lower earnings
SO are not representative of the workforce as a whole. To deal with this the LPC
uses a matching procedure® to assign an hourly rate measure to those where it is
missing. We cannot use exactly this methodology. Instead we use a simpler re-
weighting methodology which assumes that within different 5p bands for HOURPAY
(capped at £35 per hour) the fraction reporting an HRRATE is random. This fraction
is then used to re-weight the observations on HRRATE to be representative of the
whole workforce.

Our methodology provides similar estimates to those reported by the LPC in Figure
2 of their report. The LPC caution against using estimates of the levels of non-
compliance derived from the LFS (because the earnings data is self-reported) but
argue it can be used to evaluate trends over time. Our assumption is that it can also
be used to compare non-compliance rates at a point in time across migrant groups.

We follow the LPC in defining the low-paid as those paid within 5p of the minimum
and focus on 2016 and workers aged 25+ so eligible for the National Living Wage.
Our estimates suggest that low-paid EU13+ migrants are 2.5 percentage points
more likely to comply with the minimum than the UK-born, and NMS migrants are 2
percentage points more likely to comply. But non-EEA migrants are 3.9 percentage
points less likely to comply with the minimum wage. There is no evidence here that
underpayment is especially serious among EEA migrants.

Regional

Migrant share

The Annual Population Survey (APS) is used to calculate the population shares of
the different country of birth groupings at the level of the English regions, Scotland,
Wales and Northern Ireland. Figure 2.1, which presents population shares at the
local authority level, using published ONS tables which also use the APS.

Historic and projected population changes

At the level of the UK nations the historic population data was provided by the ONS
mid-year population estimates. The population projections are also provided by the
ONS. The projections used are 2016-based and were published in 2017. These
projections also form the basis of the analysis presented in the ageing section of the
chapter.

5 https://lwww.gov.uk/government/uploads/system/uploads/attachment_data/file/645462/Non-
compliance_and_enforcement_with_the National_Minimum_Wage.pdf
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At levels below the nations of the UK a combination of sources were used for the
population projections. Publications by the ONS, StatsWales, National Records
Scotland and the Northern Ireland Statistics and Research Agency were combined
to get a picture of expected population change for each local authority in the UK.
These subnational projections are 2014-based and were published in 2016.

Where both national and sub-national geographies are presented, such as in Figure
2.3, 2014-based projections were used at both the subnational (English regions)
and national levels for consistency.

Sectoral Analyses
Totals and Shares

Totals from the ONS dataset Workforce Jobs (WFJ)® and shares of migrant groups
our own calculations from APS/LFS

Analysis carried out using LFS and APS. LFS pooled quarters are used 1997 to
2003, and APS from 2004-2016.

Weighted shares were found for each of the four migrant groups in each MAC sector
and applied to the ONS Waorkforce jobs datasets for consistency with the productivity
analysis.

Total employment in each sector for the period 1997-2016 is plotted with the total
number of UK-born workers in the sector. The gap between the two lines is the
employment of migrants. The aggregate figure for the entire economy is presented
below.

Employment

(Millions)
36
34
32
30
28
26
24
22

20
1997 2000 2003 2006 2009 2012 2015

Total Workers in the UK economy UK and Irish workers in the UK economy

Shttps://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetype
s/datasets/workforcejobsbyindustryjobs02
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The three non-UK-born migrant groups considered throughout the paper are
EU13+, NMS and non-EEA. A figure showing the total employment of migrants in
the UK over the 20 year period observed throughout the sectors is presented below.
The figures in each sector show the migrant composition of each sector by share of
sector employment opposed to absolute numbers.

Share
- 15%

- 10%

- 5%

e
T T T T T T T 0%
1997 2000 2003 2006 2009 2012 2015
EU13+ Workers NMS Workers e NoN-EEA Workers

Wages

ASHE data is used over the period 1997-2016 to compare median wages in each
sector to the economy average over time. The ASHE dataset has no country of birth
identifier, so the data considers all migrant groups.

SIC92-SIC07 mapping was carried out using a proportional mapping within the
dataset.

We use the OHEXOO6 variable to estimate nom
overtime. These values were collapsed by MAC sector, and deflated using ONS
published CPI data with the base year 2016.

Where earnings by country of birth groups are presented the LFS and APS datasets
are used. Common with other analysis described, LFS pooled quarters are used
from 1997 to 2003 and APS datasets are used from 2004 onwards. We use the
OHOURPAY® variable to estimate nominal gros

Productivity

The productivity series presented in the Sectoral Annex are calculated using
published ONS tables. As the MAC sector taxonomy used in this publication does
not fully align with standard SIC groupings some aggregation was required. For the
labour input data, work force jobs and productivity hours, this causes no issues.
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However, the Chain Volume Measure of Gross Value Added (GVA (CVM))’, the
preferred measure of real output which is used as the numerator, is not fully additive
across sectors. To limit this issue, we take advantage of division level GVA
estimates where possible T instead of aggregating fully from the 2-digit SIC level.
This means there are relatively few sectors within the MAC taxonomy that require
much aggregation.

Skills
This analysis uses the 2014-2016 3-year APS.

No SIC or CoB recoding is required, as SICO7 and CRYOX7 are used for all years
considered,

The figure for skills presents proportion of migrants in each skill category for each
sector . The OMigrantdé bar i s a-BEAavgrkersegat e o
and provides an overall comparison to the UK-born worker skill composition. Where
individual skill categories have fewer than 30 unweighted observations, the
categories have been merged together. These composite categories contains at
least 30 observations, and may contain any combination of either skill level.

The aggregate skill composition of the entire economy by migrant group is shown
below for comparison against individual sectors.

UK + Ireland Migrant EU13+ Non-EEA

- 100%
- 90%
- 80%
- 70%
- 60%
- 50%
- 40%
- 30%
- 20%
- 10%
0%

m High Skill = Medium Skill Low Skill

https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
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Annex F: Sectoral Analysis
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F.1. Agriculture, Forestry & Fishing (SIC 01-03)

Key facts

Share of UK | EEA Median hourly [ Output/hour
Employment | employment | wage (% of UK [ (% of UK

share average) average)

Agriculture, forestry and fisheries have below-average wages and productivity, with almost
a third of occupations classified as low skill (NQF levels 1 and 2) in 2016.

The sector is heterogeneous, with different methods of production and different
requirements for labour, but is overall heavily reliant on migrant workers, especially for
seasonal work (which is very important in this sector) and in low-skilled occupations. The
reliance on migrants is not fully reflected in the LFS/APS figures because of the nature of
those samples. Migrants from NMS have become increasingly important since 2004.The
number of seasonal workers each year is estimated to be around 80,000, the vast majority
of whom are from the NMS. UK and Irish workers are estimated to hold only 1% of the
seasonal occupations in the sector.

Most employers in the sector see little alternative to migrant labour. Some respondents cited
inability to automate as the key issue, others cited issues with hiring domestic workers due
to unwillingness to work unsociable hours, and different work ethics. Low wages are also
likely to be a factor but many employers feel low margins offer little scope to raise wages.

The sector has experienced difficulties currently in recruiting and retaining migrant workers
since the referendum, most likely because the fall in the pound has made Britain a less
attractive destination, especially for seasonal workers. Attitudes to migrants post-Brexit
were also mentioned as having played some role.

The sector generally feels it needs to have access to migrants under any new regime, with
a widespread view that some version of the Seasonal Agricultural Workers Scheme (closed
in 2013) should be re-introduced.
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Data

Figure 1.1 Sector Employment Figure 1.2 Migrant Share of Employment
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Figure 1.3 Median Hourly Real Wages Figure 1.4 Median Hourly Wages by Migrant
Groups
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Figure 1.5 Sector Productivity Figure 1.6 Sector Output Growth
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Figure 1.7 Top Occupations in the Sector by Figure 1.8 Occupation Skill Level by Migrant
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Overview of the sector

After a prolonged period of decline (beginning long before the earliest data we
present), total employment levels have risen slightly since the early 2000s (Figure
1.1, whilst the sector share of the UK labour force has remained relatively steady
around 1.2%.

The share of workers from the New Member States (NMS) rose steadily after 2004
(Figurel.2), accounting for 8% of the labour force in 2016. This is a significant
underestimate due to serious limitations with using the Annual Population Survey
(APS) and Labour Force Survey (LFS). By design, these surveys do not cover
seasonal workers or those living on farms in communal accommodation.

The ONS recently produced a paper on the available data on labour in agriculture
including a discussion of the available data on seasonal workers®. None of the
sources are ideal but the longest-running series is a snapshot of the number of
seasonal agricultural workers in England on June 1%t each year, shown below.

Employment
(000s)

- 68
. 66
L 64
- 62
- 60
- 58
. 56
L 54
L 52

r T T T T T T T 50
2000 2002 2004 2006 2008 2010 2012 2014

Seasonal, casual or gang labour workers

This series is purely to demonstrate how many workers are potentially missed out
of the Workforce Jobs (WFJ) figures at any given time, and is by no means
representative of the flows of seasonal workers across a full year. The peak period
of seasonal employment changes year on year depending on when the season
occurs i which is heavily influenced by the weather. It shows fluctuations in the
number of seasonal workers but no clear trend over time.

Agriculture, forestry and fishing is a low productivity sector, with output per job at
50% and output per hour at 38% of the
seen in Figure 1.5. Relative to the average, both measures have declined over time.

8https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigr
ation/articles/labourintheagricultureindustry/2018-02-06
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Due to low sample sizes, even in the sample of the 3-year APS, we cannot make
estimates of the wages earnt by EU13+ migrants. The median hourly wages of NMS
workers and non-EEA workers do appear to be below that of UK workers (Figure
1.4), though this is likely to be due to the higher proportion of workers in low-skill
occupations across these groups (Figure 1.8). Overall wages in the agriculture,
forestry and fishing sector are significantly below the economy average (Figure 1.3),
at just 77.1% of the economy average in 2016.

Most occupations in this sector by share, comprise of farmers and farm workers,
with 32% of occupations being classed as low skill, defined as National Qualification
Framework (NQF) levels 1 & 2.

EU13+ workers have been excluded in Figurel.8 levels due to small sample sizes
after the migrant groups in the sector were broken down into skill compositions.
These workers are captured in the migrant category, where medium and high skilled
workers have been combined?®. This figure demonstrates the share of workers from
outside the UK and Ireland that are in low skilled occupations is higher than that of
the UK-born counterparts in the agriculture, forestry and fishing sector.

What we were told - sector responses

Trends and Evolution

Employment

Access to migrant labour was reported as being vital to business development
among those employers who have experienced employment and output growth. The
NFU said that EU nationals were vital to filling the great diversity of roles and in
some cases, make up the vast majority of a particular workforce. Horticulture,
mushroom farms and fishing all indicated a reliance on EEA workers. However, it
was not the only factor behind growth. For example, English Apples and Pears
argue that a growth of 27% in fruit production between 1997 and 2016 is due to
Ai mproved production methods and access to

Access to migrant seasonal labour was reported as particularly important. UK
farmers and producers employ approximately 80,000 seasonal workers every year,
the clear majority of these people come from countries within the EU. The NFU
Supply of Seasonal labour to British Horticultural Farms May 2017 Survey results
said that 75% of seasonal workers were recruited from Romania and Bulgaria (A2
countries), with the remainder largely from A8 countries. UK citizens account for
less than 1% o f the sectords seasonal wor kf or ce.
number of seasonal workers required could increase to 95,000 by 2021. Sub-

9 Where individual skill categories have fewer than 30 unweighted observations, the categories
have been merged together. These composite categories contains at least 30 observations, and
may contain any combination of either skill level.
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sectors which have reported heavy reliance on seasonal workers include
horticulture, orchard fruit production, timber transport and game farming.

Wages

Fresca Group Ltd said that rises in the National Minimum Wage and National Living
Wage meant that the agricultural industry paid the same minimum wage rates as
other, more attractive industries. They said it has eliminated piecework payment
models which underpinned efficiency within the farming sector. People simply would
sooner work in a coffee shop than work in an agricultural field.

By contrast G Fresh said that with piecework rate, workers can earn £15 per hour
leading to an average weekly wage of £365, above that of many retail jobs.

Methods of recruitment

Many farms use a mixture of returnees from previous years, agencies within EU
countries, UK agencies such as Concordia and Staffline as well as word of mouth.
As an example, Southalls Norchard (a smaller labour employer) recruited via direct
contact 58%, Concordia i 36% and Staffline Agriculture 1 12%. G Fresh (a large
labour employer) said they recruited their own staff (rather than through an agency)
in Europe as well as online.

All sub sectors agreed that agriculture, forestry and fishing were no longer viewed
as an attractive career for UK workers. A number of enterprises indicated they are
in affluent areas with low unemployment and/or rural areas with poor public
transport. Fishing has issues of crew shortages that may be linked to depopulation
in rural areas.

Skills and training

Most workers in the agriculture, forestry and fishing sector were classified as low-
skilled in the NQF framework. Some farms accepted their staff were low skilled but
essential, whereas others saw holding a NPTC spraying ticket as skilled (these are
two day courses). Seafish said that within fishing the highest qualification of just
over half of the workers in their survey sample (53%) was basic safety training.

Ot her responses questioned the definition g
the migrant workers would be low skilled. We have invested in training them in

courses such as English lessons, Fork lift truck driving, various Health and
Safety/ First Aid courses, spraying PAL1l/ PAE
Induction, training and practise takes three weeks.

Some farms indicated that many migrants were well educated and arrived with
excellent transferable skills including good English and IT skills. These workers were
quickly identified by their employers as having potential and were promoted into
more skilled and senior management positions. Historically migrants have often
been educated beyond the requirements of the roles that they were undertaking.
But, a number of enterprises have indicated that currently there is a drop in skill
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levels of the EEA nationals they are employing as a result of the tightening labour
market including poorer English and literacy skills.

The responses said that not all jobs within the sector were low-skilled. In horticulture,
there was a need for higher skilled workers including skilled operators, engineers
and line leaders (particularly where automation has increased). G Fresh has PhD
partnerships with 8 universities, supporting 13 PhD students.

Future Prospects
Shortages of seasonal labour

Many submissions reported difficulties in recruiting low skilled workers since early
2017. The NFU seasonal labour survey said there was a shortfall of over 1500
workers in May 2017. In the same month returnee rates fell to a record low of 33%.
The proportion of workers failing to arrive to take up seasonal work, or leaving their
job early was increasing (17%). The same methods of recruitment were being used
since the referendum but fewer workers were applying. Labour providers also
reported a smaller pool of labour upon which to draw.

Employers said they were having to take workers who were not of the same high
standard as previously, G Fresh and other responses reported language and literacy
difficulties. The NFU said that past experience made returnees more technically
proficient than new recruits and losing them would be a big concern for the industry.
G Fresh indicated that new starters harvested 65% of crop accurately, whereas
more experienced staff harvested 95% of the crop effectively.

A number of enterprises said that crops were not being harvested/picked due to
shortages in migrant labour.

Several reasons were suggested for this emerging labour shortage. A number of
organisations indicated that the EEA migrant workers they employed were in the UK
to earn money to send home or to save for a better life in their home country. The
fall in the value of the pound after the referendum has meant that a worker interested
in spending their income in Romania saw the wages available in the UK fall by up
to 15% although increases in the National Living Wage partially compensated for
that. Earnings gaps remain large, Hayloft Plants Ltd stated that workers from
Romania and Bulgaria earned approximately five times what they would earn in their
home country.

The perception that EU workers are no longer welcome in the UK was also
mentioned as a reason for labour shortage, as well as stronger economic growth in
the rest of the EU and the A2 leading to better opportunities elsewhere. The NFU
reported increased numbers of Romanian and Bulgarian workers using seasonal
horticultural work as a stepping stone into the wider UK labour market following the
end of transitional controls.

In response to these problems, the NFU said that companies were seeking
commitments from seasonal workers that they would take up positions further in
advance than previously. Some companies reported that they were less thorough in
their experience requirements when seeking workers, relying instead on increased
levels of training when they were in post.
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Some farmers and growers said that they were already raising wages to offset the
fall in the pound to attract and retain seasonal workers. Others expected these
pressures to continue with some businesses arguing that that a lack of available
labour will drive an increase in wages as well as a fall in quality of workforce.

Alternatives to the use of migrant labour

Domestic labour

Few responses saw UK workers as a viable replacement for migrants because the
jobs on offer were not considered attractive to them. Many farms indicated that they
perceived migrant workers as having a better work ethic, and a willingness to work
long hours and be flexible.

The sector said there were attempts to attract UK workers to horticulture through
better training and progression opportunities, working with universities and
education providers, offering a range of placement, intern, management training
schemes and apprenticeship opportunities. An increasing number of agricultural
businesses were actively engaging with schools and colleges to raise the profile of
agriculture. They indicated they had not so far seen huge amounts of success.

Fresca group said that "Working in the food industry can provide fulfilling careers,
consistent work and opportunities for upskilling, but there are issues which restrict
how attractive the industry is to potential employees and which are barriers to
recruitment. Fewer EU migrant workers are happy to work in food and farming now
when more attractive roles in other industries exist with more stable working hours
and more hospitablecon di t i ons. 0

Other responses in the sector provided a range of suggestions as to how to adjust
to a decreased flow of available labour from the EU. These included schemes to
incentivise part time workers i the fresh produce sectors said it had the potential to
trial and implement a wide variety of shift models, for example increased flexibility
to make shift patterns more attractive to parents.

Visits to farms and some responses said the current tax and benefits system made
it difficult for those who were unemployed to enter into short term seasonal work as
it impacted on their benefits.

Fresca suggested that safe routes could be established for vulnerable workers (ex-
prisoners etc.) 1 they said that agricultural and horticultural work could often provide
a fulfiling way back into the workforce. It was argued that Local Enterprise
Partnerships could engage more around the UK to both promote and support the
industry through strategic planning for infrastructure and through local economic

policy.
Automation and investment

Automation has increased but many farms suggest that they are 5 to 10 years away
from automated harvesting in some areas, for example strawberry picking.
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Increased automation and mechanisation of processes is possible to ease pressure
on businesses in the case of any shortage of labour, but there are limitations to this.
The high capital investment required is a major barrier, with the investment required
typically measured in millions of pounds to reduce the need for labour.

Fresca Group Ltd argued that AFarm businesses
production horticulture are likely to consider long-term switching to more automated

forms of agriculture and arable crops. At the very least, usual land rotations would

be disrupt ed, with wunpredictability and volatili!H
sai d that Afarmer confidence is absolutely
profitable and productive food and farming sector. Confidence feeds through to

investment. Making investment decisions for the long term e.g. in buildings and

other farm infrastructure, against a backdrop of increased political uncertainty, is

chall enging. o

Horticultural responses said the industry is a long-term business (crops can have a
3 to 15-year life span) and uncertainty about labour supply was affecting investment

deci sions. Angus Growers said that ASome gro
crops they will plant in 2018 and more are saying they will not plant in 2019 unless

their confidenc e i mproves. 0 West Sussex Growers AssSOQO
t hat AThere iIs no point il nvesting I n gl ass
operations i f they candét staff them and sat.i

Changing Crop Mix and Relocation

Other businesses also predict that labour intensive crops would be imported rather
than grown in the UK if the flow of migrants is restricted. Fresca Group Ltd
suggested that fAa price increase for service
UK will make supply chain reviews inevitable 7 with UK operations competing
against service providers elsewhere. It is reasonably predictable that consolidation
would have to occur, with only the largest companies able to invest in the
mechanisation and automation of processrequi red t o compete effect

This switch away from production of labour-intensive crops in turn could have a
negative effect on those UK businesses currently supplying horticultural inputs to
farms and on the innovation and research sector which has seen activity and growth
in recent years.

But many businesses said there were no contingency plans for a fall in the supply
of migrant labour.

Suggested Future Migration Regimes

There was widespread support for a new SAWs scheme for the rural economy
including game farming and forestry with requests for an immigration policy to reflect
the importance of workers from the EU to the food and farming industry and the
broader rural economy.

40



F.2. Mining and Quarrying Activities (SIC 05-09)

Key statistics

Share of UK | EEA Median Output/hour
Employment [ employment | hourly wage | (% of UK

share (% of UK average)

This sector represents a tiny share of total UK employment but generally has high
productivity, high wage and high skill, largely because it includes the North Sea Ol
and Gas industry.

Across the sector most migrants are from non-EEA countries so the sector is not
heavily reliant on EEA workers.

But it is very heterogeneous and some parts of the sector e.g. quarrying may be
much more dependent on EEA workers. The sector ranges from oil and gas
production to quarrying activities. Some respondents highlighted the inter-
dependency with other sectors, such as logistics and the construction industry as
well as catering, cleaning and facilities management. Recruitment methods were said
to be uniform across both UK and non-UK nationals.

Respondents said that the skill level of EEA employees was comparable with those
of UK workers, although one respondent from the quarrying industry said that they
had concerns about the attitude to work of local recruits.
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Data

Figure 2.1 Sector Employment Figure 2.2 Migrant Share of Employment
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Figure 2.4 Median Hourly Wages by Migrant
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Figure 2.5 Sector Productivity Figure 2.6 Sector Output Growth
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Figure 2.7 Top Occupations in the Sector by Figure 2.8 Occupation Skill level by Migrant
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Overview of the sector

The mining and quarrying activities sector which includes the North Sea oil and gas
industry has seen large fluctuations in total employment over the twenty years
observed, with an overall downward trend. The sector share of employment in the
UK economy is extremely small, just 0.2% in 2016, down from 0.3% in 1997 (Figure
2.1.).

The share of UK and Irish workers in the sector has fallen over time, with non-EEA
workers taking the largest share at around 12% of the sector workforce (Figure 2.2).
The EU enlargement in 2004 appears to have increased the NMS share of
employment, though workers from both NMS and EU13+ countries still only account
for a very small share of employment in the sector.

In Figure 2.4, both EU13+ workers and NMS workers have been omitted due to
small sample sizes. The figure shows that the median hourly wages of non-EEA
migrants are significantly higher than that of UK born workers, though these figures
do not control for skill level and are likely to be reflective of the higher skill
composition of non-EEA migrants.

At the beginning of the period observed, the mining and quarrying activities sector
had extraordinary productivity, at 745.3% of the economy average. This number had
more than halved by 2016, but remains at over 300% of the economy average
(Figure 2.5). Despite the sector share of the employment being just 0.2%, the sector
accounts for 1.5% of total UK GVA, though GVA growth in the sector has fallen
behind that of the economy average. Mining and quarrying activities saw a growth
rate of just 18% in GVA from 1997-2016, compared to the overall average of 54.9%.

Despite small sample sizes leading to the exclusion of both EEA groups from Figure
2.8, itéds evident from the aggregated
high skill sector®C. The larger proportion of high skill occupations in the migrant group
echoes the higher wages for migrants in the sector, presented in Figure 2.4.

What we were told - sector responses

We received responses under this sector from BP, Total E&P and Oil and Gas UK
from oil and gas production, the Mineral Products Association (the trade association
for the aggregates, asphalt, cement, concrete etc. industries), Ground Forum (a
representative body which included members who are involved in this sector as well
as others involved in delivering infrastructure projects so some of their evidence
may refer more to the construction sector), and Lantoom (a Cornish quarrying firm).

Trends and Evolution

10 Where individual skill categories have fewer than 30 unweighted observations, the categories
have been merged together. These composite categories contain at least 30 observations, and
may contain any combination of either skill level.
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Employment

Oil and Gas UK told us that there was what they described as an extensive range
of jobs which EEA migrants performed, none of which differed from UK or non-EEA
workers. The jobs ranged from high-skill to low-skill but essential roles, for example
in catering, cleaning and facilities management. These roles were said to be
particularly important on offshore facilities. EEA migrants employed by Oil and Gas
UK members spanned all business functions and disciplines, from engineering and
earth sciences to professional and administrative functions such as information
technology, finance and supply chain. Almost 10% of the workforce in the oil and
gas sector were said to be EEA nationals.

BP told us that the skill level of EEA employees was comparable with those of UK
born workers and non-EEA workers. Within the organisation, EEA nationals
accounted for 5.8% of the overall FTE population, including the 0.69% on expatriate
assignments, all of whom would be considered highly skilled. The assignment roles
performed by EEA nationals included: economists, business development
managers, engineers, traders, human resource professionals, geologists among
others.

Total E&P (an energy producer and provider) said that they employed highly skilled
individuals in a variety of technical disciplines. They said they employed primarily
UK nationals (81%), however, it was essential to them that they retained the ability
to employ, or assign to their UK business from overseas, highly-skilled individuals
both from within and outside the EEA. Migrant workers who came to the UK to work
for Total E&P were said to bring a diverse range of skills and competencies,
international experience and global best practices which were not available from the
resident labour market. Total said that, in their view, migration to the UK did not just
fill skills shortages; it also addressed skills deficits by training UK workers.

The Mineral Products Association carried out a survey of their members which found
that 75% of companies participating in the survey employed EU-born workers, either
directly or indirectly (as contactors), and EU-born workers accounted for 5% of the
workforce. EU-born workers were employed in a wide variety of roles. Survey
respondents indicated that production supervisors and operatives were the most
common on-site roles. 52% of EU-born workers were reported as working in haulage
and logistics, largely as HGV drivers. 15% of respondents replied that replacing EU-
born workers (if they left the UK) would be very difficult and 46% of respondents
replied that replacing EU-born workers would be challenging. If companies were
unable to freely recruit from abroad post-Brexit, 12% of respondents said their
business would be significantly affected and 65% said their business would be
moderately affected. When asked to identify the most significant risk for business
growth following Brexit, 35% of respondents identified a more restrictive migration

policy.

Lantoom told us that EEA nationals made up 42% of their staff and that this figure
was 100% for their stone cutting staff. They said that the pattern of EEA migration
had changed since the referendum with increased difficulty in hiring good quality
workers from the EEA. They suggested that the more competent EEA nationals
were less likely to want to work in the UK since the referendum. Ground Forum
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reported that current uncertainties with Brexit were not helping them attract the best
candidates in competition with other countries.

Methods of recruitment

BP said that their global headquarters were in the UK and they required what they
described as a multitude of disciplines to be based here. To sustain their core
businesses in the UK, BP told us they were continually competing globally for the
best candidates, regardless of nationality, with their major competitors, who were
also global multinationals. In doing this, BP said that they did not differentiate
recruitment practices by skill type and occupation. They made use of specialist
recruitment vehicles and head hunters and agencies across the world. They
targeted good engineering universities for graduate engineers and operated a
graduate Challenger programme and an apprenticeship scheme into which they
brought talent on an annual basis.

Ground Forum reported that its members had the same recruitment methods for
staff irrespective of their nationality, while Lantoom reported that EEA nationals were
recruited through a specialist agency. 80% of these were on permanent contracts.
UK nationals were recruited from the local labour pool and they were generally on
permanent contracts.

Skills and training

BP said that experts brought into the UK were able to share knowledge with UK
employees, particularly for areas such as refining where there were fewer
opportunities for learning in the UK and more across Europe. The firm also said it
valued the ability to send UK employees out on assignment or as business visitors
to countries within the EEA and beyond, which enabled BP to train their global
employees consistently and enabled upskilling of employees both in the UK and
across the globe. They said they were concerned that the UK would not be as
attractive as a training hub in the future if the immigration rules made travel less
agile and other locations in the EEA were better able to host.

Ground Forum reported that universities were closely involved in providing the
training that their industry required and had strong links with them. Lantoom reported
that they did not cooperate with universities who they saw as uninterested in their
work. Lantoom reported further that although EEA workers in general had lower skill
levels than their UK counterparts, their attitude levels were considerably higher.
They said that since they had started to employ EEA workers, their labour cost had
fallen substantially and that their production per day had grown . They also said that
the number of management hours spent on disciplinary or performance-related
employee issues had fallen from significantly disruptive to almost zero.

Impact

Both Ground Forum and Lantoom agreed that, in their view, the benefits of EEA
migrant labour outweighed the costs. They suggested that the increased productivity
and profitability provided by EEA migrant labour allowed them to invest more
resources in UK workersoé training and devel
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growth of their business. Lantoom said that the sector was experiencing skills
shortages that were predicted to increase as older skilled workers retired. In their
view, EEA migrants contributed positively to productivity, kept consumer prices
lower and improved the levels of services.

Future Prospects

Adjustment

Lantoom reported that they had been taking a more restrictive view on investment
to ensure they have sufficient liquidity to deal with an uncertain future. They said
that they were considering training recruits from within the local labour force but had
concerns about what they described as the attitude to work of local recruits.
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F.3. Manufacture of Food and Beverages (SIC 10-11)
Key statistics

Year | Share of UK EEA Median hourly | Output/hour (%
Employment employment wage (% of UK [ of UK average)

share average)

The sector currently has a very large percentage of migrant workers, particularly NMS
migrants, the share of which has risen from 2.6% in 2004 to 24.3% in 2016. EU migrant
labour is primarily employed in lower-skilled factory based roles. Access to flexible
migrant labour has been critical to growth of this sector.

Recruitment methods varied from word of mouth to use of recruitment agencies and
labour providers. Respondents said that NMS migrants were from societies that were
more rural than the UK and had a higher number of people familiar with this kind of work.
Current turnover of staff was described as around 20% and respondents reported that
they could not recruit sufficient staff. The sector has argued that UK workers no longer
want to work in factories and undertake the roles offered by the food and drinks sector.
Some felt this was due to an image problem, others felt it was due to the willingness of
EEA workers to undertake less attractive roles. The fall in sterling had resulted in higher
turn-over of staff as it is less financially attractive to come to the UK. Respondents said
that they needed to make plans to offset future shortages and identified some aspects
of these including upskilling staff and building links with schools and colleges. Increased
use of automation was viewed as problematic. There was concern that businesses
would be unviable if they did not have access to EU migrants. Others suggested higher
wages would lead to increased costs of production.

Submissions wanted either low-skilled workers added to the shortage occupation list or
a sector-based scheme to allow access to migrant workers.
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Data

Figure 3.1 Sector Employment Figure 3.2 Migrant Share of Employment
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Figure 3.5 Sector Productivity Figure 3.6 Sector Output Growth
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Overview of the sector

A long-running decline in employment within the sector has reversed in the past 10
years, to see modest recent employment growth (Figure 3.1)!. Employment in
sector makes up just 1.3% of total employment in the UK, but is one of the largest
employers of EEA workers.

The recent employment growth has been driven almost exclusively by migrant
labour, as the employment of UK and Irish nationals has remained constant in
recent years (Figure 3.1). The sector has had an extraordinary increase of migrant
workers over the data presented; in 1997, the migrant share of sector employment
was just 5.42%, compared with 35.65% in 2016, the highest in any of the MAC
sectors. NMS workers make up the largest share of migrants within the sector.

The manufacture of food and beverage sector is a low wage sector (Figure 3.3), in
which the median wages of non-UK-born workers are significantly less than the UK
born workers (Figure 3.4). The wage disparity may be partially explained through
the varying skill levels of migrant workers and UK-born workers (Figure 3.8.),

Productivity at an hourly level is very similar to the UK average, whilst it is much
higher at the per job basis (Figure 3.5), suggesting that workers in this sector work
more hours in their job than in other sectors. Productivity growth in the sector has
been much smaller than the economy average (Figure 3.6).

Most occupations in the sector are lower-skilled (Figure 3.7). The composition of
skill levels varies significantly across migrant groups (Figure 3.8)*?; 53% of UK-born
workers work in low-skill occupations, compared with 81% of migrants. Workers

from NMS have the highest proportion of low skill occupations, at 88%, whilst EU13+
workers have the lowest, at 46%.

What we were told - sector responses

Trends and Evolution

Employment

The sector reported a heavy reliance on migrant labour in both low-skilled and high-skilled
roles, arguing that access to migrant labour has enabled businesses to grow.

The Food and Drinks Federation (FDF) stated that the non-UK permanent workforce
is 34% with non-EU migrant labour representing 6% of this figure. The FDF also

11 The Workforce Jobs dataset for this sector also includes the manufacture of tobacco.

12 Where individual skill categories have fewer than 30 unweighted observations, the categories
have been merged together. These composite categories contain at least 30 observations, and
may contain any combination of either skill level.
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argue that EU migrant labour made up 38% of roles that required no qualifications
and 19% of high-skilled roles.

There is variation within the sector in the reliance on EU labour. According to the

Provision Trade Federation EEA workers accounted for 35% of workers in the dairy

sector and 55% in bacon and pig meat sectors. The British Meat Processing

Association said that within meat processing 69% of sector workers are EU27

nationals, with many plants having EU migrant shares of 70-80%. The variation in
reliance is noted by the Br i ti sh Poul try Council who sai
qualified on a site by site basis. In some slaughterhouses and processing plants the

proportion of EU labour can be 90%, whereas across the farming estate it would

average 25%. 0

Companies told us that most of the roles within food and drink processing are
permanent however seasonal workers are required at peak times e.g. poultry meat
and salmon processing over the Christmas period.

A number of companies suggested that the heavy reliance on migrant labour was
because they operate in areas of low unemployment and/or rural areas with limited
public transport. Manor Fresh reported that there were only 419 people in an area
covering 290 square miles looking for work. The British Poultry Council indicated
AOur industry has grown beyond wedperatdiabour a
which is why nearly three-f i f t hs of our wor kforce are EU n:

The Food and Drinks Federation argued that a key reason for the increase in EU
workers is the aging workforce. They said that by 2024 a third of the workforce will
retire and that the sector needs 140,000 new staff just to stay level.

Image Problem

The Food and Drinks Federation said that the food and drink manufacturing industry
has a long-standing image problem, with potential applicants, young people and
their influencers viewing the sector as a low skilled, low-tech, low pay industry
without opportunity for progression. Companies indicated that factory roles are no
longer appealing to UK workers. A number of companies indicated they had
particular difficulty in recruiting candidates with the necessary STEM (science,
technology, engineering, maths) skills.

Many submissions indicated that EU workers are more willing to work in
uncomfortable (hot, cold, damp) environments or that require protective clothing or
shift work. Many companies viewed EEA nationals as having a mindset/lifestyle that
complements their business model. One fish processing company in Grimsby
argued that the advantages of employing non-UK workers included a willingness to
work longer hours, and actively seek overtime, flexibility on shift patterns, a
consistently strong work ethic and listening to instruction and working efficiently.

Definition of low-skilled

There was some frustration about the current definition of low-skilled and high-
skilled in the non-EEA migration system. The British Meat Processing Association
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said AGood knife and butchery skills are
nevertheless a skill. About 40% of workers need some level of knife skills. It is

important that industry has access to skilled labour and we regret that the current
Government view seems to be that oOskilled w
academic qualifications. We would Iike to :
ability that has to be learnt through study and/or practice, something that someone

could not walk in off the street and more or less immediately do to the necessary

l evel . 0

Others were willing to accept the term low-skilled. The National Pig Association said,

ADue to tHhehenavtourke icmfvol ved, the pig sector
per manent | abour. As the MAC wil |l already b
skill edd; ani mal husbandry clearly requires

roles do not require graduate level training. We require a regular supply of reliable
dedicated staff, be they domestic or migrant workers, with good animal husbandry
skills in order for the sector to function

Methods of recruitment

Similar to recruitment for agriculture, forestry and fishing, recruitment for low skilled
roles in manufacturing of food and drinks varied from being via word of mouth, to
the use of recruitment agencies and labour providers. Higher skilled roles are
recruited through different channels (e.g. company websites, trade magazines and
recruitment agencies).

Skills and training

A number of responses observed that NMS migrants are from societies that are
more rural than the UK so are more familiar with the type of work in this sector. The
Nati onal Pig Association said AMany pe
with or are connected to agriculture,
are keen to come and work here where opportunities at home have been lacking.
They have provided a welcome solution to the historic issue, predominantly in
stockman rol es, or on the |l ine in abattoir
(FACE) reported in 2013 that the British consumer is, on average, more than six

generations removed from farming.
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Future Prospects

Shortages of labour

A Survey of The Association of Labour Provi
labour supply to meet demand with current turnover at around 20%. This has led to

an increase in overtime for workers. The majority of submissions indicated that
companies were struggling to get the staff they required and there was higher

turnover in staff. A key reason given was the devaluation of sterling leading to

migrant workers choosing to work in other EU countries for higher wages.
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A Food and Drinks Federation survey indicated that a third of respondents said that
if they did not have access to EU migrants then their business would become
unviable. A range of businesses indicated that their business will be severely
impacted without access to EU migrant workers.

Several companies argued that a reduction in labour supply would lead to greater

competition for staff leading to higher wages and an increased cost of production.

This could potentially lead to products being unviable to produce in the UK and a

rise in imports. Associated British Foodssaid,il n t he regi ons where E
form a higher proportion of our workforce, we would expect any rapid reduction in

the availability of EEA migrants to materially reduce labour supply resulting in higher

wages, higher recruitment costs and potentially some reduction in our production
capacity. o

Alternatives to the use of migrant labour

Domestic labour

The Food and Drinks Federation said that they need to make further plans to offset
future labour and skills shortages. This involves upskilling current staff, building
closer links with local schools and other third parties. They also intend to work with
Skills Development Scotland to extend their current apprentice scheme to build a
talent pipeline for the future.

The Manufacturing of Food and Drinks sector suggested it must do more to recruit
local talent in the area they operated in. Companies said there was no cluster for
industries to provide apprenticeships, so there were often company specific training
schemes. It was argued that engineering and technical and quality control roles
were among the hardest to recruit for. Currently each sub-sector trains its staff to
the relevant requirements of the industry.

With regard to the dairy industry, The Provision Trade Federation said, i Me mb er s

report that attracting non-skilled UK labour to re-locate to an area where they would

lose their network of family support without a compensating increase in income is

very difficult. Companies are aware that they will need to be more creative and
resourceful in their future recruitment, but

Automation and investment

A number of submissions and site visits suggested that the unique relationship with
supermarkets in the UK meant that automation was not an easy solution. The British
Meat Processing Association said, i Me at processors in the UK n
adapt quickly and economically to retail erso
a new/different pack sizes, cuts, formats. Add in short promotions of one-off
products, frequent new product launches and the cost and investment of
mechani sation is quickly too risky or has to

This experience was echoed by other sub-sectors. Companies felt they needed to
retain flexibility to stay profitable, and access to migrant labour allowed them to
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remain flexible. Those working in animal husbandry said there was a limit to how far
automation could be put in place when it came to breeding, rearing and caring for
animals.

A fish processing factory in Grimsby said that they were increasing automation
where the proven technology exists but that, A Thi s wi | | not
requirement significantly and, in some cases, it will increase our unit costs. Most of
our labour is employed in the processing and packing of variable (weight and shape)
fish that requires skilled people handle the fish. As an example, they need to select
and pack similar shaped products to maximize pack fill and meet product
specifications. 0

In addition, the uncertainty of Brexit and the future migration system meant that
companies were unwilling to invest in automation or new training programmes which
bore additional costs. Companies wanted greater certainty on the future migration
regime with the EU before making substantive contingency plans.

Associated British Food said, il n t he | onger term we
increase in labour costs (or a shortfall in labour availability) by further increasing the
level of automation in our operations. However, our ability to deliver this is
constrained by a shortage of suitably qualified and experienced engineers of any
nationality. o

Suggested Future Migration Regimes

All respondents wanted to retain access to migrant labour. Some felt the Shortage
Occupation List (SOL) would be acceptable or wanted specific roles added to the
SOL (for example butchers), whereas other respondents wanted a different system
to allow them access to low skilled workers referring to the sector based scheme
that was closed in 2013.

The Food and Drinks Federation want a system in place to direct people to the areas
and/or the sectors where they are needed, rather than a shortage occupation list.
i L ow dwoikdrsl can move between occupations easily due to the low skilled
nature of each role, therefore restricting people by occupations could hamper the
processa Similarly, others wanted a sector based scheme similar to the Seasonal
Agricultural Workers scheme abolished in 2013.

In addition, the Food and Drinks Federation makes a number of suggestions
including creating an industry STEM pledge, building on the existing Food and
Drinks Manufacturing apprenticeship ambition. They also suggest building a
network of training centres across the UK to enable FDM business to access the
sector specific training they need.
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F.4. Other Manufacturing (SIC 12-33)

Key statistics

Share of UK | EEA Median Output/hour
Employment [ employment | hourly wage | (% of UK

share (% of UK average)

The manufacturing sector is heterogeneous with a wide range of jobs within it.
Employment has been falling for many decades but at a much slower rate in the past
decade. There has been an increasing use of EEA migrants, attractive because of
skills shortages and work ethic. The NMS migrants are much more likely to be in lower-
or medium-skilled jobs.

Manufacturers reported a need for staff in high-skilled and low-skilled roles depending
on the nature of the business. EEA nationals were employed in plant, process and
machine operative roles as well as skilled trades and roles such as engineer. They
said that they did not get enough UK applicants applying for jobs while others said that
the skills required were not available in the UK labour market. STEM skills were
mentioned as being in short supply.

Respondents said that they were investing in their workforce and many were offering
apprenticeships. It was indicated that employers had plans to increase investment in
apprenticeships and working with schools, colleges and universities.

Respondents said that any future migration system should be simple, transparent and
low cost but not mirror the current non-EEA system. Restriction on EEA worker access
totheUKmay affect the sectords ability tg
would reduce UK industryod6s competitiver
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Figure 4.1 Sector Employment Figure 4.2 Migrant Share of Employment

Share of
Share Employmer sector
(000s) workforce
25% - - 4,00 - 25%
- 3,50
20% - - 20%
- 3.0
15% - 2! L 15%
- 2,00
10% - L 150 - 10%
- 1,00
S R EE R EE R E EE B E R BB B B T - 5%
o0 \’/\M___A
0% - -0 e ———— =1 0%
1997 2000 2003 20068 2009 2012 2015 1997 2000 2003 2006 2003 2012 2015
mmmm Sector employment as share of total UK employment (LHS) e E1J 13+ Workers
e Total workers in sector(RHS) NMS Workers
s JK and Irish workers in sector (RHS) = Non-EEA Workers
Source: Workforce jobs (WFJ), Labour Force Survey (LFS) and Source: WFJ, with weighted LFS/APS shares

Annual Population Survey (APS)
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Figure 4.5 Sector Productivity Figure 4.6 Sector Output Growth
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Figure 4.7 Top 10 Occupations in the Sector Figure 4.8 Occupation Skill level by Migrant
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Overview of the sector

In 1997, the other manufacturing sector employed over 3.7 million workers,
accounted for 13.1% of the UK labour force and consisted of 97.1% UK and Irish
workers (Figure 4.1). The sector has steadily declined, and in 2016 the number of
workers stood at 58.7% of the 1997 number, whilst the share of the UK labour force
had more than halved to just 48.6% of its 1997 share. The UK and Irish share of
workers in the sector has remained high, at 89% in 2016, whilst the share of NMS
workers increased from almost 0% in 2004 to 7.7% in 2016 (Figure 4.2).

The sector has higher median wages than the economy average (Figure 4.3),
though when the median wages are broken down into migrant groups, significant
variation in earnings by migrant groups was found (Figure 4.4). The median hourly
wages of migrants seem to reflect the skill composition of each migrant groups
(shown in Figure 4.8), in that groups with a higher proportion of low skill occupations
average a lower wage.

Productivity in the sector has risen significantly, particularly in output per job, which
increased by over 65% from 1997-2016 (Figure 4.5). The sector share of GVA in
the economy has declined, partially due to lower productivity growth than the
remainder of the economy, but still makes up a significant portion at 8.6% (Figure
4.6).

The types of occupations across the sector vary significantly by skill (Figure 4.7).
The skill level of the sector once broken down into migrant groups (Figure 4.8) is
almost evenly distributed for UK-born workers, with EU13+ workers appearing to be
more focused in medium and high-skill occupations, and NMS workers more
concentrated in low-skill occupations.

What we were told - sector responses

This is a very heterogeneous sector varying from relatively low-skill manufacturing
such as textiles to much higher-skilled manufacturing such as the aerospace
industry. Consequently, not all responses summarised here should be taken as
representative of the whole sector.

Employment

EEF, the manufacturerso6é organisation,
members. They found that, on average, EU nationals made up 11% of the
manufacturing workforce. They were typically recruited in plant, process and
machines operative roles as well as skilled trades and associate and professional
roles e.g. engineers. Two-thirds of manufacturers said that there were an insufficient
number of UK nationals applying for jobs within the industry. A third of
manufacturers said the skills they needed could not be found within the UK labour
market.
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The EEF survey indicated that over three-quarters (76%) of manufacturers had at
least one EU national working within their business. Of the manufacturing workforce,
the majority (87%) were UK nationals and a small number (2%) were non-EU
nationals. Mid-sized and larger firms were more likely to have a stronger presence
of EU nationals than small companies. Just under half (48%) of manufacturers with
less than 50 employees employ no EU nationals. Of those small businesses that do
recruit EU nationals, they made up a smaller proportion of the workplace - a third of
small businesses saying EU nationals made up between 1-10% of their workforce.
In comparison, only 12% of larger companies (those with more than 250 employees)
had no EU nationals in their business. Almost four in ten (39%) of larger firms said
that between 1% and 10% of their workforce was composed of EU nationals and
27% said that between 11% and 25% of their workforce was made up of EU
nationals.

The EEF survey also indicated a sub-sectoral variation in the employment of EEA
nationals. For example, EU nationals made up 14% of the workforce in the metals
and metal products sector and 11% of the vehicles and transport sector. This falls
to 8% for mechanical equipment. There was also variation by region. Manufacturers
in the East Midlands, South East and Greater London reported they were more likely
to have a higher percentage of EU nationals in their business than in other regions.
EU nationals were in higher volumes in companies in the South East and Greater
London, with one in five manufacturers saying that between 25% and 100% of their
workforce were EU nationals. This was compared to the North West where one in
five manufacturers said they had no EU nationals and half said EU nationals made
up between 1% and 10% of their workforce.

The Society of Motor Manufacturers and Traders (SMMT) told us that the UK
automotive sector employed 814,000 people with 169,000 directly in manufacturing.
SMMT estimated automotive manufacturing to have 10-11% EEA migrants in the
workforce. Rolls Royce said that over 95% of their 25,000-strong workforce were
British citizens. Two-thirds of the rest were EEA nationals and the remainder non-
EEA nationals. The company said that whilst the percentage of migrant workers was
small, these employees were vital to the continued success of their business with
some in key engineering and executive roles. The average annual salary for UK
hired EEA nationals paid by the company was more than £43,000.

Caterpillar said that the make-up of their workforce varied significantly. Some of their
facilities were located in areas significantly dominated by EEA nationals. For
example, in Peterborough they said they employed over 3,000 people of which at
least 600 were EEA nationals. Additionally, the varied and cyclical nature of their
business meant that peaks and troughs in production levels were part of the normal
business cycle and the company was dependent on its ability to access temporary
hires. Polypipe said that EEA migrant numbers could swell due to seasonal variation
by circa 100 individuals when agency worker numbers were added to the employed
numbers. Agency workers were described as carrying out largely unskilled roles.

Johnson & Johnson told us that 12% of their hires were migrants, the main sources
being Poland, France, Italy and Ireland. Most were hired into finance, marketing and
research and development roles. They said that it had not been harder to recruit
migrants since the Brexit referendum and that anecdotal evidence suggested people
wanted to come to the UK before the rules were clarified in the hope that they would
then be able to stay.
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The British Generic Manufacturers Association said that the UK generics industry
primarily employed UK citizens, but must occasionally recruit long term employees
with specialised skills and qualifications from outside of the UK. An average of 12%
of UK Generics industry employees were said to be from non-UK EEA origins.

The British Fashion Council said that they had carried out a survey and found that
87.5% of respondents employed EEA nationals. The UK Fashion and Textile
Association said that employment in London across the fashion and textile sector
was estimated at 13,500 workers and it was estimated that EEA workers made up
as much as 70% of that workforce. The UK Fashion and Textile Association said
that their industry suffered from an image problem and that it was very challenging
to recruit UK nationals into it.

The British Furniture Confederation told us that while levels of employment of EEA
workers had increased since 2000, there was a lack of conclusive data. The
Confederation cited the large pool of immediately-available and adequately skilled
migrant workers as being a positive, but that poor levels of English proficiency were
a negative that had to be managed.

Skills and training

EEF said that manufacturers were investing heavily in their workforce. Over two-
thirds of EEF members were currently offering apprenticeships, only 5% had never
done so. They said that members continued to recruit engineering graduates, had
increased training investment within their existing workforce and engaged in the next
generation of workers by working with schools, colleges and universities. They
indicated that employers had plans to accelerate such activity in the light of a
reduction in job applications from EU nationals and an increase in EU nationals
leaving their companies.

STEM skilled talent was described as at critical shortage levels across the
aerospace industry and beyond. Rolls-Royce told us that they had invested in the
education, development and attraction of individuals into engineering through an
outreach programme and they gave us several examples of this, but skilled and
available talent remained in very short supply in the UK.

The British Generic Manufacturers Association told us that 53% of employers were
enhancing their internal skills development programmes; 20% were developing
specialised internship and graduate recruitment programmes; while 20% were
exploring options for dedicated apprenticeship schemes. However, 33% were said
to be not planning any action or asserted that they did not perceive any future
recruitment challenges.

Polypipe told us that 85% of their EEA migrant workers were considered unskilled
and largely worked within manufacturing, undertaking basic operative and assembly
type roles. The remaining 15% were considered skilled, sitting in either
development, technical, clerical and supervisory type roles. Around 6% of this
number had been promoted to more senior positions or supervisory/team leader
type roles. All roles had had some form of training and/or development.
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The British Fashion Council said that EEA and non-EEA migration had not affected
the skills and training of UK workers. The Council said that some manufacturers
invested in skills and training, others had tried the existing apprenticeship
framework, but found it challenging with no guarantee the training would result in a
worker staying within the factory. The British Furniture Confederation told us that
they were working with UK Fashion and Textiles to support the co-ordination of skills
activities.

Future Prospects

Johnson & Johnson told us that a possible reduction in the availability of EEA
migrants would affect all of their work areas. They said that their preference would
be for less strict requirements for the recruitment of EEA nationals, including access
to lower skilled workers, as they said that many of their third-party contractors would
not meet the current immigration criteria for non-EEA nationals. The firm said that if
the Government stopped EEA migration or put in place more onerous requirements,
including impact on cost and timescales to enter the UK, there would be an increase
in off-shoring work to other EEA countries.

Automation and investment

Polypipe told us that they had taken the view that investment into automation and
robotics was of paramount importance and several projects were already underway,
with considerable investment earmarked for these initiatives. To remain competitive
in the UK industry they said it was essential for them to work towards production
processes at less cost with better quality whilst at the same time tackling the long-
term labour challenge by reducing their future needs on unskilled labour.

Suggested Future Migration Regimes

EEF told us that any future migration system must be simple, transparent and low
cost. It must not mirror the non-EEA system, which should be reviewed. Rolls Royce
said that, in their view, the shortage occupation list (SOL) was relevant for longer-
term migration needs in respect of the recruitment of highly skilled and specialised
talent, but that it was not appropriate to support the day to day operational mobility
needs of businesses to support project work (or work peaks) under extended
business travel or short-term assignment arrangements. Businesses were said to
need autonomy to operate their talent mobility programmes as they best understand
and see fit. The SOL was said to be unable to keep pace with the granular
operational needs of global businesses.

The Society of Motor Manufacturers and Traders said that moving staff between
sites, across Europe or even globally, was part of how their businesses were
structured. The industry had need of immediate or urgent travel of staff to and from
sites, perhaps to support production line issues or other unplanned requirements.
Any restriction on EEA worker access may affect t he sector 6s
transfer skilled labour between European entities to support projects. Additional
administrative and cost burdens for moving skills, even for short periods, and a
reduction in the ease of access to skills would, we were told, reduce UK industry
competitiveness. They said that their experience of the current Tier 2 route was that
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it was complex, burdensome, lengthy and costly, even prohibitively expensive,
requiring a huge resource, even for just a few employees. Therefore, this made the
current free movement for EEA staff an even more attractive talent pool. The
industry said it would not want to see the current non-EEA immigration system or
approach replicated for any new EEA migration system.
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F.5. Utilities (SIC 35-39)

Key statistics

Share of UK | EEA Median Output/hour
Employment [ employment | hourly wage | (% of UK

share (% of UK average)

Employment in utilities has been rising over the last 15 years. It is high productivity though
with very weak growth in recent years. Relatively low share of migrants though much higher
in waste management.

Respondents said that companies did not use different recruitment methods for UK and
non-UK staff. The waste management industry made greater use of recruitment agencies
who tended to deliver mostly EEA nationals.

A number of employers highlighted that they had invested in training for staff but also said
that for areas such as engineering skills these could take time to acquire.

Respondents said that any measures to reduce the pool of talented personnel available to
them would lead to further labour shortages, increased labour costs and increased time to
hire staff.

Respondents said that the definition of high-skilled was too limiting and precluded what
were described as vital middle-level skills from being brought to the UK; access to such
skills needed to be taken account of in any new UK migration system.
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Figure 5.4 Median Hourly Wages by Migrant
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Figure 5.5 Sector Productivity Figure 5.6 Sector Output Growth
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Figure 5.7 Top 10 Occupations in the Figure 5.8 Occupation Skill level by Migrant
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