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Long-Term Migration
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Between January 2021 and June 2024, over 2 million visas were issued that could result in
migrants obtaining Indefinite Leave to Remain (ILR) in the UK after a period of five years. The
first of these migrants will be eligible for ILR beginning in January 2026.

ILR gives individuals the right to live in the UK indefinitely and ends the ‘No Recourse to
Public Funds’ (NRPF) conditions to which migrants are subject. They gain access to the NHS,
social housing, Universal Credit and other benefits on the same terms as British citizens.
After paying National Insurance for 10 years, they are also entitled to the state pension.

Due to the unprecedented surge in immigration under the last government, we estimate that
between 742,000 and 1,224,000 migrants are likely to get ILR in the coming years, based on
historical trends and the composition and observed behaviour of the post-2021 wave.

In our base case scenario, more than 801,000 recent migrants would receive ILR, the vast
majority before the end of this decade. In our alternative scenario, adjusted to take account
of early evidence on the behaviour of the post-2021 immigration wave, the figure could be
as high as 1.24 million.

The first scenario sees daily ILR grants running at almost twice the average rate seen in the
2010s, themselves a period of historically high migration; in the alternative scenario, the rate
would be 1,000 grants per day, three times the rate in the 2010s.

As previous CPS work has shown, there is significant doubt about the UK’s capacity to absorb
migration at its current pace, in particular in terms of the impact on housing and
infrastructure.

While there are many uncertainties around the long-term fiscal impacts of migration, their
overall fiscal impact is likely to be strongly negative — particularly given the huge numbers of
low-paid workers on the health and care visa.

In our central model, using the OBR’s extremely optimistic assumptions about migrant
earnings, the lifetime net fiscal cost to the state would be £234 billion — equivalent to a bill of
£8,200 for every UK household, albeit spread out over decades. Under more pessimistic
assumptions, the costs could be very significantly higher.

The Leader of the Opposition, Kemi Badenoch MP, recently raised concerns about the
hundreds of thousands of migrants who will soon be eligible to apply ILR, and called for the
period of ILR eligibility to be raided to 10 years. We would argue that there is a strong case to
be made for this or similar reforms, not least in order to give the country time to debate and
decide who we want to put on a pathway to ILR and eventually citizenship.



FOR POLICY
STUDIES

Est. 1974

Introduction

The recent wave of migration to the UK has been unprecedented in scale. As the Centre for Policy
Studies has pointed out in multiple papers, there are significant question marks not just around the
impact on the country’s housing and infrastructure, but on the impact on the public finances.

Traditionally, migration has been seen as an unmitigated economic good, not least in official
modelling. But the change in the nature of the immigration system has led to the arrival of many
hundreds of thousands of low-paid workers, in particular in the health and care sector, plus very
significant numbers of dependants.

Initially, the majority of these new arrivals came on time-limited visas. But as Sam Bidwell of the
Adam Smith Institute has pointed out, very large numbers from the 2021-24 wave are likely to claim
Indefinite Leave to Remain (ILR) starting from January 2026.!

ILR (alternatively, a ‘grant of settlement’) is typically available to a migrant after they have been in
the UK for five years on a valid visa or series of valid visas, though some wait considerably longer
before applying. Applying costs £2,885 per applicant and requires proof of English language
proficiency, successful completion of a ‘Life in the UK’ test and a clean criminal record.

With ILR, immigrants have:

e aright to live in the UK indefinitely and to apply for citizenship after a further 12 months

e entitlement to the NHS, social housing, Universal Credit, and disability and other benefits?
e entitlement to state pension after 10 years of National Insurance (NI) contributions

e entitlement to student loans and grants for universities on the same basis as citizens

e the right to bring family members to join them, who in due course will be able to claim ILR
e the right to British citizenship for any children born in the UK (before or after getting ILR)

The costs, or benefits, of these new arrivals are rarely accounted for in public spending projections.
For example, the forecasts produced by Office for Budget Responsibility (OBR) to accompany each
Budget have a five-year horizon — stopping just short of when any new cohort of migrants in the
forecast would gain full access to the welfare state.?

The OBR did make a welcome attempt to model the long-term fiscal impacts of migrant workers in its
2024 ‘Fiscal risks and sustainability’ (FRS) report. But compared to the fiscal cost-benefit analyses of
immigration produced in European countries such as Denmark and the Netherlands, this was pretty
rudimentary.* For example, there was no modelling of migrant earnings by nationality, despite the
huge differences in the available statistics.

Nevertheless, what data and modelling we do have should be a cause for significant concern,
especially in light of post-2020 migration trends.

The new immigration system, the Future Borders and Immigration System (FBIS), came into
operation on January 1, 2021. This (nominally) points-based system was calibrated such that record
levels of immigration followed. Net migration peaked at 906,000 in the year to June 2023 — three
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times the 2015 surge that helped precipitate Brexit, and almost four times the annual average for the
2010s (242,000).°

Indeed, over the January 2021 to June 2024 period, total net migration was almost 2.5 million
people, with an inflow of around 4.3 million people only partially offset by an outflow of roughly 1.8
million (including 400,000 British citizens).® (Immigration numbers and visa numbers — 3.8 million —
differ mainly due to the inflow of British citizens, and EU citizens who have Settled Status and who
therefore don’t require a visa) In particular, there was a very sharp rise in migration from non-EU
countries — notably India, Nigeria, Pakistan, China and Zimbabwe.”

As per the table below, during this period, 3.8 million long-term visas were issued across various
work, study, family and humanitarian routes.® (Long-term means non-visitor, non-temporary visas,
where the holder is allowed to stay in the country for a period of at least 12 months, as per the UN
definition.)®

Long-term visas issued, Jan 2021 to June 2024

. Number of Share of total Share on route issued
Visa route o o q
visas issued visas issued to non-EU nationals
Skilled worker visa 360,473 9.5% 87.7%
Workers 204,066 5.4% 83.1%
Dependants 156,407 4.1% 93.7%
Health & care visa 647,134 17.0% 99.4%
Workers 269,999 7.1% 98.8%
Dependants 377,135 9.9% 99.8%
Other work visa 248,665 6.5% 88.3%
Workers 174,876 4.6% 85.5%
Dependants 73,789 1.9% 88.2%
Sponsored study visa 1,743,262 45.9% 96.3%
Students 1,399,254 36.8% 95.4%
Dependants 344,008 9.0% 99.8%
Family visa 218,094 5.7% 97.4%
Other (inc. humanitarian) 584,202 15.4 81.7%
Ukraine 261,184 6.9% 100.0%
Hong Kong (BNO) 169,892 4.5% 100.0%
Other (inc. EEA Family) 153,132 7.3% 53.4%
Grand total 3,801,836 100.0% 95.9%

The ILR door will begin to open for these new arrivals at the start of 2026, less than a year from now.
Yet as far as we are aware, no government department has even begun planning for the potential
impact of this on public services and spending. Indeed, there is apparently no official estimate for the
number of people likely to claim ILR, let alone their fiscal impact, if the official response to a recent
Parliamentary Written Question submitted by Jack Rankin MP is any guide.°

In an attempt to grapple with this problem, this briefing looks at a range of scenarios for how many
immigrants are likely to claim ILR, and via what routes. In the final section, we then look at the
potential fiscal implications.
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How many immigrants are likely to get ILR?

If we are to estimate the number of ILR grants to migrants who were issued visas during this period —
now generally described by its critics as the ‘Boriswave’ — we need to determine two things: the
number of these immigrants who could be eligible for ILR, and proportion who are likely to stay.

1) How many immigrants could be eligible for ILR?

Many of the visa routes created under the new system do not provide a direct route to applying for
ILR. These include sponsored study visas (1.74 million) and visas for Ukrainian refugees (260,000).
(This may seem cruel, but the Ukrainian government itself argues that it will need its citizens to
return to rebuild.)!!

However, other major routes such as the skilled worker and health and care visa routes can lead to
ILR, both for actual workers and their dependants (1.01 million visas), as can other niche work routes
(many of the 250,000),'? the Hong Kong (BNO) route (170,000) and a wide range of family (220,000),
humanitarian and other visas (150,000).:

In other words, between January 2021 and June 2024, more than 1.7 million visas were issued that
could enable their holders to apply for and gain ILR, the vast majority after five years. That equates to
46% of all long-term visas issued to migrants outside of the UK’s borders.

We also need to think about those switching from non-ILR-eligible visas to ILR-eligible visas after
arriving in the UK. In particular, from study to either work, family or humanitarian visas.

The Home Office publishes fairly good data on visa extensions, which also covers immigrants moving
between types of visa.’® From this data we can see that in the years 2021-2023, just under 23,000
people switched from study to family or ‘other visas’ — which will include, for example, the 5,000
international students who claimed asylum in the year to March 2023 within 12 months of having
arrived in Britain.®

We can also see that a much larger number switched to work visas. But included in this category is
the two-year Graduate visa, which is not itself a direct route to ILR on the five-year route (although it
can be counted towards a separate 10-year route).®

Fortunately, the Migration Observatory at the University of Oxford has obtained data on the
breakdown of international students moving into the skilled worker route versus the Graduate visa
route for 2021-2023.Y7 In 2022, 53.3% switched onto the skilled route and 46.7% on to the Graduate
route; in 2023, it was 57.9% and 42.1% respectively. We therefore know that around 200,000
students had switched into the skilled worker visa route by the end of 2023.

This fits with the argument made by Neil O’Brien MP, co-author of the CPS paper ‘Taking Back
Control’, that many of the new one-year taught masters courses offered by universities are designed
to accommodate those on ‘Deliveroo visas’, whose priority is access to the UK labour market rather
than higher education. Fully 88% of the increase in international student numbers between 2018/19
and 2022/23 was driven by taught postgraduate courses.'® And sure enough, as Migration
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Observatory analysis has found, only around a quarter of those switching to from study into skilled
worker visas were actually doing graduate level jobs —in fact, the majority were going into the low-
paid social care sector.’®

As a result, the contrast with the pre-2021 trend is stark. Between 2015 and 2019, the number of
international students switching to new visa routes averaged 9,900 per annum — roughly 2%. In 2022
and 2023, it averaged 145,000 — 20% the total.?° The Home Office has not yet published visa
extension data covering the first half of 2024. However, if we use the 2023 figures and ratios, we can
reasonably assume about 50,000 switchers to ILR-eligible work and non-work routes in the first half
of 2024. So overall, we can say that around 250,000 immigrants who arrived on student visas have
since switched to other visa routes and will be eligible for ILR by mid-2029 at the latest.

But there is one further factor to consider. Analysis published by the Home Office indicates that a
substantial proportion of students who switch to the Graduate visa go on to switch again from that
route, to other visas that are ILR-eligible.?! In 2023, a very considerable 46% of Graduate visa holders
switched to work routes, 6% to family routes and 5% to other routes (such as asylum). That’s another
14,500 visas to add to the ILR pile. Applying the same rates to Graduate visas that were set to expire
in the first half of 2024 adds another 24,800.

In total, therefore, the theoretical pool of recent immigrants who could get ILR is over 2 million:
more than 1.7 million via the visa route they entered the UK on and a further 289,000 students who
have acquired a different type of visa post-arrival. These visa holders will start to become eligible for
ILR from January 2026 (five years on from January 2021), and eligibility reaches the theoretical
maximum at the end of June 2029 (five years on from June 2024). The graph below shows
cumulative ILR eligibility over this period.

Cumulative ILR elegibility from visas issued
January 2021 - June 2024

million visa holders

20 M Arrival visa

1.8 B Post-arrival visa
1.6
1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0

2026 2027 2028 1H 2029

Source: Home Office, CPS analysis
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Of course, many migrants will end up leaving the country before they become eligible for ILR. Indeed,
many will have already done so. The next step, therefore, is to work out what share of the more than
two million ILR-eligible visa holders are likely to actually end up claiming ILR.

2) What share of these immigrants will actually stay and apply for ILR?

When it comes to immigration post-2020, the past is a limited guide to the future — because the
change in the immigration mix has gone hand in hand with a change in behaviour.

For example, stay rates so far appear to be higher than historically has been the case, and more
migrants are switching visa routes while in the UK. Hence the repeated revisions to ONS net
migration estimates, as old assumptions have been updated on the basis of observed trends.?

In November 2024, the ONS revised the net migration figure for the year ending June 2023 up by
166,000 —a 22% increase on the previous estimate. The initial estimate for 2022 was 606,000. It now
stands at 872,000.

Nevertheless, looking at the historical data does at least allow us to establish a baseline for how
many of the 2 million visa holders we might expect to get ILR — even if this proves to be an
underestimate.

There are two Home Office datasets that together give us some insight into historical ILR grant rates,
which in turn allows us to make some broad-brush predictions of future ILR grants. The first is the
‘migrant journey’ dataset, which attempts to track how migrants’ leave status changes as they
journey through the immigration system until the point where they acquire ILR.%

This data has its limitations. It tracks ‘journeys’ rather than individual migrants per se, so for
example, if an individual is granted new leave more than a year after their previous leave expired, a
‘new journey’ begins; conversely, if a new visa is granted within a year of previous leave expiring, it is
not counted as a new journey. This means the number of journeys recorded is always less than the
number of visas issued. It also makes it hard to isolate visa switchers in the data.

Additionally, the migrant journey data is mostly only relevant to non-EEA migrants. Before 2021,
under Freedom of Movement, EEA migrants did not need a visa to live and work in the UK, and so
mostly do not show up in the data. However, since the vast majority of recent immigration is non-
EEA in origin (96% of visas granted since January 2021 went to non-EEA nationals), this is not a
massive problem for our purposes.?

Finally, ILR-eligible immigrants need not claim ILR immediately after five years and instead can wait
much longer. This limits what we can infer about ILR rates for more recent immigrant cohorts.

That being said, as analysis below shows, the vast majority of a cohort who do get ILR do so within
three years of being eligible. So even if the most recent migrant journey data is not perfect, it can still
be a useful guide.

The oldest cohort of migrant journeys for which we have data is 2005, when 210,000 migrant
journeys began on work visas. By 2023, 54,000 of those held ILR and another 4,000 held valid leave
to remain (i.e. they were on a valid visa but had not claimed/been granted ILR). Around 152,000 had
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seen their leave expire and left the system (and in theory the country).? In short, 26% of the cohort
gained ILR, and another 2% still had potential to gain it at some point in the future.

Among the 50,000 who began their migrant journey on family routes in 2005, conversion rates were
significantly higher. Some 39,000 (79%) had gained ILR by the end of 2023, with just over 500 (1%) on
valid leave but not yet with ILR, and the other 10,000 having left the system.

As per the chart below, the migrant journey data suggests that on average, around 25% of those who
enter the country on work visas eventually get ILR, and around 81% of those who initially enter on
family visas. Rates on other visa routes (mostly humanitarian and niche family/dependant visas) are
closer to the family route than the work route; if you put family and other routes into the same non-
work bucket, the combined ILR rate is around 73%.

Non-EEA immigrants with ILR by the end of 2023
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Source: Home Office, CPS analysis

The migrant journey data also shows that while not all immigrants who go on to get ILR do so at the
first opportunity, the vast majority do so within three years of becoming eligible. For non-EEA
migrants from any given cohort who start on an ILR-eligible visa, on average 61% have ILR by the end
of year six of their migrant journey, rising to 75% by the end of year seven and 82% by the end of
year eight.
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Cumulative settlement grants as share of total recorded grants
by year of initial visa grant and time elapsed since initial grant
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For example, if we take the cohort of migrants who arrived in 2009, 93% of those who have so far
obtained ILR did so by the end of 2014. There is then a long tail of diminishing numbers receiving ILR
in each subsequent year, down to 99 or 0.3% of the total in 2023.

Then there is another Home Office dataset we need to consider, the Settlement dataset it publishes
in its regular quarterly update of the immigration statistics.?® This contains data on ILR grants up until
the end of 2023.

In the charts below, we have compared the number of work visas issued with the number of ILR
grants five years later.?’ The relationship between the two is remarkably consistent, suggesting that a
relatively predictable proportion of those arriving on work visas will convert into permanent UK
residents.
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Work visas and ILR grants, five-year lag
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What about those on non-work visas? As the graph below indicates, the relationship is looser. (These
are mostly family or humanitarian visas, but the ILR categories in the settlement dataset do not map
neatly on to visa categories or the categories used in the migrant journey data, so we have had to
consider all non-work visas together.)

Non-work visas and ILR grants, five-year lag
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This provides us with two ways to estimate the proportion of migrants who will end up receiving ILR,
from two different datasets — either a straightforward extrapolation from the number of visas issued
five years previously, or a calculation based on the trends in the ‘migrant journeys’ dataset. And
fortunately, the two match up extremely well.

For example, we know that over the period 2012-2018, 844,897 work visas were issued. On the
migrant journey trendline, we would therefore expect to see 207,432 ILR grants over the period
2018-2023. In fact the total was 206,993 — a difference of just 0.2%.

On non-work visas, this methodology is less accurate. We would have expected to see 408,167 ILR
grants over this period, but there were 483,554 — 18% higher than projected. However, this
discrepancy seems to be mainly due to various refugee schemes in recent years that have granted ILR
in year zero.”® For example, the ‘Afghan citizens resettlement scheme’ opened in January 2022; over
16,000 Afghans received ILR by the end of the year.

It is worth nothing that two ten-year routes to ILR were introduced in 2012: the ‘Private Life’ and
‘Family Life’ routes. The first migrants on the 10-year routes to get ILR did so in 2022 — but this was
only 142 individuals in total.?® Numbers appear to be rising but at this stage it is very hard to know
what effect the 10-year route will have on ILR grants, for as the Migration Observatory noted in 2021:
‘Aside from the nationality and previous immigration status of people on ten-year routes, there is no
published information available about this group,’ noting further that ‘annual Migrant Journey
publication does allow for calculation of length of time until settlement, but again is not structured in
such a way that migrants originally placed on ten-year routes can be identified’, among a litany of
data gaps with regards to the route.°

But to return to our main theme, in summary, we can assume that around 25% of those arriving on a
work route, and 73% of those on other ILR-eligible routes, will end up getting ILR — at least for a ‘base
case’ forecast. These same rates, 25% and 73%, can also be applied to those who we know are
switching to the work and non-work routes from student visas.

So to recap, we have established that:

1. There over 2 million recent migrants who will become eligible for ILR from January 2026
onwards — almost 1.5 million on work visas (including their dependants) and 576,000 on
non-work visas.

2. On a historic basis, around 25% of migrants on worker visas (including dependants) and 73%
of migrants on non-work visas will end up gaining ILR.

We should therefore expect that out of a potential 2 million, around 801,000 migrants — 376,000 on
work visas (including dependants) and 435,000 on non-work visas — will eventually obtain ILR. Based
on historic patterns, around 686,000 of them should do so by the end of the decade (86% of the
total), with the remaining 115,000 doing so by 2040.

10
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Projected timing of ILR grants, based on visas issued
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If we combine these projections with the backlog of ILR grants we would expect from pre-2021
immigration, then we would expect ILR grants to rise to 235,000 by 2028, as per the graph below.
That’s 644 per day, compared to an average of 327 per day in the 2010s — so very nearly double the
previous rate. (The vertical lines shows where migrants who arrived under the new immigration
system will start to become eligible for ILR — after 2025.)

Projected ILR grants, 2024-2028
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Source: Home Office, CPS analysis
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Of course, it is also worth considering alternative scenarios, where ILR uptake rates are lower or
higher than the historical average. For example, if we use the first and third quartile of the historical
ranges of ILR uptake (21.8% and 26.7% for work, and 71.7% and 76.5% for non-work), we get
different numbers: 742,000 recent migrants ending up with ILR by 2040 in the low case (329,000
work and 403,000 non-work); and 844,000 in the high case (413,000 work and 441,000 non-work).

Indeed, before we move on to looking at the potential fiscal implications, there is one more thing we
ought to ponder.

As noted above, we know that the profile and behaviour of immigrants post-2020 seems to be very
different to the pre-2021. Above all, there was the switch from EU to non-EU. There was also a very
relaxed attitude towards dependants. On the main skilled worker route, there are 0.76 dependants
for every actual worker; on the health and care route, there are 1.40 dependants for every worker. In
comparison, in the 2010s there were 0.57 dependants per worker on average each year. Similar
trends have been playing out with student visas.

If more workers are bringing family members with them, does this suggest that more workers are
coming with the intention of settling in the UK long-term? It’s certainly a possibility. Given that we
are taking many more people from poorer countries — GDP per capita in India is $10,166, Nigeria
$6,207, Pakistan $6,037, and Zimbabwe $3,820 — there is a strong case that they would be more
motivated to stay in the UK than those arriving from wealthier countries under the old migration
system, especially as there is now a significant existing diaspora from such countries to settle into.3!

So let’s consider what a post-2020 ‘new paradigm’ scenario might look like. In the base case, 25% of
work visa holders get ILR. But what if settlement patterns among those holding work visas post-2020
are closer to the historical patterns we see for those on the family routes? In that group, projected
ILR rates are around 81%.

What happens if we assume, for the sake of argument, that 53% (the midpoint of 25% and 81%) of
immigrants on work visas get ILR after five years? Leaving the rate on non-work routes the same as in
our base case, this would result in 1.224 million immigrants getting ILR: 799,000 on work visas
(including workers’ dependants) and 425,000 on non-work routes. Certainly, as per the graph below,
this ‘new paradigm’ trajectory looks rather more compelling than the base case, given overall visa
trends.

12
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Projected ILR grants, 2024-2028
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Finally, before we move on to considering fiscal costs, a note on ‘chain migration’, i.e. when
‘individual members of a community migrate and then encourage or assist further movements of
migration’, often through family connections.?? Each migrant who receives ILR will have the right to
bring over spouses and children on family visas. Given the flaws and gaps in the official data, we have
excluded this phenomenon from our analysis. But it is another reason to think that the range of
numbers we have arrived at represents a baseline rather than an average — indeed, we could be
substantially underestimating the long-term consequences of the post-2022 immigration surge.

So to conclude this section: we have looked at different scenarios for ILR uptake stemming from
immigration to the UK across the January 2021 to June 2024 period. The summary table below
specifies the total projected ILR grants in each scenario, as well as the implied average daily rate of
ILR grants in 2028, when three years’ worth of new migrants will be eligible for ILR. This is five years
on from what seems to be the peak of the post-2020 immigration wave (net migration was 906,000
in the year ending June 2023, and 728,000 in the year ending June 2024 — though both figures could
be subject to further revisions). By way of comparison, ILR grants averaged 327 per day in the 2010s.
In our base case scenario, the 2028 peak rate is almost double that average. In our ‘new paradigm’
scenario, it exceeds triple that rate, with around 1,000 migrants getting ILR per day.

ILR projections for 2028

Average number of

Scenarios Indefinite Leave to Remain grants
grants per day
Low case 742,000 570
Base case 801,000 620
High case 844,000 650
New paradigm 1,224,000 1,000

13
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What is the likely long-term fiscal impact of post-2020 immigration?

We are now in a position to begin working out the fiscal consequences of these new migrants
moving from short-term migrants to permanent residents. To do so, we need to assign a lifetime
fiscal impact to those migrants we project to obtain ILR. There are two key variables we need to
consider:

1) The age at which these migrants arrived in the UK — since those of prime working age are
more likely to be net contributors than those who are very young or old

2) The likely earnings of these migrants — since the more a migrant earns, the more taxes they
will pay to any offset services and benefits consumed (and the less likely they are to draw on
the benefit system)

However, this exercise is likely to be extremely difficult — since, as CPS Director Robert Colvile
recently pointed out, and we lamented at length in our paper ‘Taking Back Control’, the quality of
data on recent migrant earnings in the UK is desperately poor.®?

For countries like Denmark and the Netherlands, extremely detailed analysis of the lifetime fiscal
impact of immigration has been built up using a wealth of government data.3* These analyses slice
immigration by route, age at arrival, nationality and host of other variables, and take into account
factors like differential educational achievement, crime, employment and earnings outcomes.®

The Danish government found that, for example, immigrants from non-Western countries and their
descendants cost the public finances 31 billion kroner (£3.6 billion) in 2018, the equivalent of 1.4% of
GDP. In particular, migrants from ‘MENAPT’, or the Middle East, North Africa, Pakistan and Turkey,
accounted for 50% of non-Western migrants and 77% of the costs — the equivalent of 85,000 kroner
(£9,800) per migrant.

Unfortunately, the quality of data and analysis in the UK is depressingly rudimentary in comparison.
Both the OBR and the Migration Advisory Committee (MAC) have begun to look into replicating the
Danish and Dutch approach. But so far the MAC can only give a snapshot focused on the year of
arrival, which covers only a few types of migrant household — all of them headed by a migrant on a
skilled worker visa.

The OBR, meanwhile, has made useful attempt at life-cycle analysis for ‘low-wage’, ‘average-wage’
and ‘high-wage’ migrant workers.3® But this is produced using the Labour Force Survey (LFS), whose
data is so unreliable that it is being shelved and overhauled. It is particularly unreliable, sadly, when
it comes to migrant families and those on low earnings.

In addition, the OBR modelling also uses highly stylised assumptions: the migrants it models arrive
age 25 and have no dependants. Since the ratio of dependants to workers on the skilled visa routes is
about 1.3 to 1, and historically a non-trivial number of migrants have arrived at much older ages, we
need to be cautious about these assessments. Nor are profiles provided for migrants arriving on
family or humanitarian visas. However, in lieu of anything better, the OBR analysis is where we shall
have to start.
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Last summer, the OBR provided the below chart and accompanying data on the lifetime net fiscal
contributions of its three profiles of skilled migrant who arrive aged 25. In the OBR analysis, these
low-wage migrants are a net fiscal burden from day one, average-wage migrants are net positive until
relatively old age, and high-wage migrants are a boon to the country even if they live to 100.
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Note: Cumulative fiscal impact include the cost of a skilled work visa, NHS surcharge, indefinite leave to remain and immigration
skills charges for employers. Figures for migrants includes the fiscal spending required to keep public capital stock per person constant.

Source: OBR

But what about if the migrants arrive at younger or older ages than 25? Well, if they arrive as a child,
we would expect the lifetime fiscal profile to look more or less as it does for the ‘representative UK
resident’, at least if they go on to become an average-wage worker. But if they arrive when they are
older than 25, the picture is more complicated.

Helpfully, the OBR has published the underlying data in sufficient detail for us to be able to see the
change in the net contribution between each year in a given fiscal profile — and therefore to assign a
number to each specific year of life. For example, an ‘average-wage’ migrant worker in the 50th year
of their life will accumulate a net contribution of around £21,000 over the course of that year; if they
arrived age 25, that would take their lifetime contribution to date up to around £516,000.

If we assume an average life expectancy of 82, we can use these OBR figures to work out a rough
estimate of the lifetime net fiscal impact of a migrant arriving on a skilled worker visa, based on the
age they arrive.’” For example, as the graph below shows, an ‘average-wage’ migrant who arrives
aged 25 will make a net lifetime contribution of around £405,000 if they live to the age of 82. But if
they arrived aged 40, their net contribution would total £147,000. If they arrived at any age older
than 46, they would end up being a net drain on the public purse.

A ‘high-wage’ migrant, meanwhile, could arrive aged 55 and still just about be a net contributor if
they lived to the age of 82. A ‘low-wage’ migrant would probably not be a net contributor at any age
(though somewhat paradoxically, from a purely fiscal point of view, the older they arrive the better,
as they will accumulate less of a deficit before reaching 82).
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Net lifetime fiscal impact based on age of arrival, assuming
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1) What is a plausible age distribution for the migrants we project to get ILR?

In theory the Home Office should hold data on the ages of all migrants issued with visas. But this is
not something the department chooses to publish in its quarterly statistical updates. This leaves us
relying on historical ILR data. Thankfully, the Home Office does break this down by age — though
again, we must enter the caveat that the past is probably a less useful guide to the future than it was
before 2021. Nevertheless, the graph below shows the age distribution for all non-EEA migrants who
obtained ILR from 2010 to 2023, by their age at the time they obtained it.

Age distribution at grant of ILR, 2010-2023
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Of this cohort, just over 37% fall in the 25-34 age bracket. Based on what we know about the typical
delay between arriving in Britain and gaining ILR, most of these migrants will probably have arrived
between the ages of about 17 and 29. Similarly, the 26% in the 35-44 age bracket will have mostly
arrived in the UK from their late twenties until the age of 39. These migrants are the most likely to
have positive fiscal profiles. This is obviously less the case for the 16% arriving as young children, and
even less so for the roughly 2% who would have been over 55.

The next step in the modelling process is to apply this population pyramid to the number of migrants
we have projected will get ILR across the work and non-work routes. Obviously this will mean a large
number of migrants on work visas are treated as children. However, since the data we have been
working with for ILR via work visas includes dependants, this actually captures this dynamic quite
neatly. And in terms of the fiscal impact, we can use the same fiscal profile the OBR applies to the
representative UK resident. We appreciate this is an imperfect process, but would argue that it is still
more realistic than assuming everyone arriving in the country is aged 25.

In fact, if anything, this approach probably slightly understates child dependant numbers. There are
62,000 in the base case ILR scenario, which represents 0.38 child dependants per worker, whereas
the MAC estimates that there are an average of 0.5 child dependants per worker across the skilled
worker (including health and care) routes.3 As such, our analysis could well be underestimating the
fiscal costs of ILR by shaving off some of the expenditure associated with healthcare and schooling.
We are also implicitly ignoring the costs of any children born in the UK to recent migrants who then
go on to get ILR.

Age profile of migrants at point of claiming ILR, base case projection

80 ®m Work route to ILR
70 ® Non-work routes to ILR

0 5,000 10,000 15,000 20,000 25,000 30,000 35,000

Source: Home Office, CPS analysis

One slight quirk of this approach is that in effect, we are assuming that a migrant arriving aged 77
will get ILR aged 82, and then drop dead before they can incur any of the massive fiscal costs

associated with extreme old age (indeed, we are also assuming that no migrants arrive aged 78 or
older). In the OBR analysis, the net fiscal cost of the average 70-year-old is about £16,060 for that
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single year of their life. Aged 80, it is £29,460. At 90, £48,020. Again, this means we will probably be
underestimating fiscal costs (though at the upper end of the age distribution this time).

2) What are recent migrants earning?

For migrants on skilled work visas, the OBR thinks that the earnings distribution is pretty close to that
for UK-born residents. The earnings of its ‘average wage’ migrant are roughly in line with the median
salary of existing UK residents. The earnings of the ‘low-wage’ migrant worker are 50% lower and
roughly in line with the 25th percentile of UK-born workers; the earnings of the ‘high-wage’ migrant
are 30% higher and roughly in line with the 75th percentile of UK-born residents.

It is these difference in earnings potential which drive the difference in the OBR’s three migrant life-
cycle profiles, as state spending on each is assumed to be the same, based on the same age-adjusted
fiscal and economic profile, with just earnings (and hence tax receipts) adjusted.3

If we follow the OBR in its distribution of worker earnings, then of the recent migrants getting ILR
from work visas, we would expect around 25% to be ‘low-wage’, 50% ‘average-wage’ and 25% ‘high-
wage’. On the assumption that the children of migrants will end up with comparable earnings to their
parents (again, the UK data is lacking, but this seems to be the case elsewhere in Europe),* then we
can divide the fiscal profiles in the same way among the under-18s.

Spouses coming over as dependants on work visas are more tricky to allocate fiscal profiles. As the

Migration Observatory has noted, dependants on work visas face no salary thresholds on the work

they can legally do.** Given their much lower barriers to the labour market, we have almost no idea
what they are earning as distinct from any other group — if indeed they are working at all.

Adults who were unemployed and had never worked, as a

share of the population by country of birth, Census 2021
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However, as per the graph above historical data shows that economic inactivity has been relatively
high among certain groups. For instance, according to the 2021 census, 55% of all adult women born
in Bangladesh or Pakistan but now living in England and Wales were not just unemployed but had
never worked in their lives (at least in the UK). That compares to 12% of all adult women — of any
ethnicity — born in the UK.%?

We know that 62,000 Bangladeshi or Pakistani dependants arrived on work visas as part of the
cohort we are studying. If, as above, around half of these dependants are children, most of the rest
will be spouses (and a smattering of elderly dependants). Even if we in turn assume only half are
women (and over the 2013-23 period, the ratio was actually two-to-one, 48,000 wives versus 23,300
husbands),*® that’s still 15,500 migrants who are much less likely to be in work than the UK average.

In our base case ILR scenario, we would expect about a quarter of these migrants to end up getting
ILR — 3,860. If historical patterns hold, around 55% of these will probably never work.

However, for the sake of simplicity, we have assumed in our model that all adult migrants on work
visas will be working, rather than incorporating dependants who may have essentially zero lifetime
earnings. Instead, we assume the same earnings distribution among adult dependants as we do
among adult workers — though once again, we might therefore be significantly underestimating the
fiscal costs.

In total then, in our base case scenario, we have 376,000 migrants getting ILR via work visas, of
whom we are assuming 94,000 have fiscal profiles roughly cognate to the OBR’s ‘low-wage’ migrant
worker, 188,000 to the ‘average-wage’ migrant worker and 94,000 to the ‘high-wage’ migrant worker.

Finally, that leaves us to contemplate the fiscal profiles of the migrants getting ILR on non-work
routes — 425,000 in our base case ILR scenario. This is far from straightforward, for again no
comprehensive analysis of the lifetime costs on migrants on non-work visa routes has been produced
in recent years.

By the very nature of the routes, many of those arriving will not be working — though we would
expect at least some of the children arriving by these routes to eventually enter the labour force.

In general, European analysis shows that migrants arriving as refugees have by far the worst fiscal
profiles of any group, ‘mainly due to the very weak labour market and performance and high benefit
utilization’, on top of ‘the costs of integration and especially the reception of asylum seekers’.**
Indeed, whereas the average ‘non-Western’ migrant arriving on a family visa was assessed as having
a lifetime net fiscal cost of €263,000, the average ‘non-Western’ migrant who gained asylum in the

Netherlands was estimated to have a 65% worse outcome, with a lifetime net fiscal cost of €433,000.

Insofar as there are migrants arriving on these routes and going into work, we would instinctively
expect those arriving on Hong Kong BN(O) visas to be among the most fiscally positive. Yet even so,
studies have found that only 52% of those who arrived via this route are employed. Moreover,
almost half (47%) of those who are working say they are doing so at a level below their skills and
qualifications. According to Dr Heather Rolfe, writing for UK in a Changing Europe last summer, the
cost of living crisis forced many ‘to take low paid jobs in warehouses, supermarkets and restaurants
rather than hold out for jobs that match their skills’.4®
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Bearing all this in mind, we would expect the average migrants arriving on non-work routes to have
an even worse lifetime fiscal outcome than the ‘low-wage’ migrant worker in the OBR’s analysis.
However, in lieu of more detailed data, we shall forbear from attempting to construct a fiscal profile,
and instead treat these migrants as similar to the OBR’s ‘low-wage’ migrants — even though that will
yet again leave us underestimating rather than overestimating the long-term fiscal costs.

Across our four different ILR scenarios, the breakdowns of how the fiscal profiles are allocated are set
out in the table below.

Allocation of fiscal profiles in different ILR scenarios

Low case Base case High case New paradigm
Work route to ILR*
Low-wage 82,331 94,038 100,836 199,784
Average-wage 164,661 188,077 201,672 399,568
High-wage 82,331 94,038 100,836 199,784
Non-work route to ILR™
Low-wage 412,882 424,974 440,522 424,974
Total 742,202 801,128 843,867 1,224,111

*Includes worker dependants and visa switchers. ~ Includes visa switchers.

By applying our matrix of age distributions to these groups of fiscal profiles, we can finally derive
projections for the lifetime net fiscal impact of the recent migrants who get ILR.

Before we do that, however, it is worth entering some final caveats. As noted above — and as we have
explained in detail elsewhere*® — there are strong grounds for scepticism about the distribution of
migrant earnings used in the OBR’s analysis.

As the OBR noted at the time, the Labour Force Survey data on which it was based were so flawed
that ‘low sample sizes and volatility in recent periods means that these figures should be interpreted
with caution’.*’ Survey response rates have collapsed since the pandemic; the Governor of the Bank
of England has described the LFS as a ‘substantial problem’. Migrant interview data seems to have
been the worst hit by the pandemic,*® though the MAC have long held strong doubts about its use.*

Bearing this in mind, in our paper ‘Taking Back Control’, we highlighted analysis that cast some doubt
on the LFS distribution of migrant earnings. Looking at skilled worker visas, we found that more than
50% were issued for what were essentially minimum wage jobs, often in social care.

Indeed, the health and care visa is the elephant in the room here. The Department for Health and
Social Care (DHSC) estimated 6,000 migrants a year would make use of it. Other departments
thought the number could be as high as 40,000. These were woeful underestimates. In 2023 alone,
348,000 migrants received a health and care visa — 58 times the DHSC projection.

The majority of these workers, moreover, were not doctors (5%) but low-paid care workers (58%).>°
So low-paid in fact, that the Migration Advisory Committee estimated the average worker on such a
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visa would pay £6,500 a year in income tax and National Insurance, vs £22,800 a year for the rest of
those coming in on the main skilled worker route.>!

On top of which, there were huge numbers of dependants to consider. Overall, 647,000 migrants
received health and care visas in the period we are studying — but 377,000 of those were
dependants. That’s 1.4 dependants per worker.

We believe there is a very strong case that the average salaries of this new migrant cohort are
substantially lower than the OBR suggests, and that optimists such as Professor Jonathan Portes
claim. Of course, as Professor Portes says, average salaries for new arrivals tend to rise over time,
and early PAYE data suggest this might be happening more rapidly with the post-2020 migrant
cohorts.>? As he also noted, this could be driven by ‘selective out-migration’ rather than a huge
improvement in their skills or salaries — in other words, migrants on low wages leave, pushing up the
salary average for that cohort, while new migrants on low wages arrive. But if so, that might result in
a better fiscal outlook overall for the group who do eventually get ILR — which we would certainly
welcome.

But against this is the data on earnings by nationality obtained by Neil O’Brien MP via FOI requests to
HMRC. In his analysis of this data, he found that the average salaries of various groups strongly
represented in the post-2020 migration wave — such as Indian and Nigerian nationals — have
absolutely cratered in the last few years, especially among those aged 22-40.% On average, these
nationals — not just the new cohort, but all nationals who have arrived and remained in the UK — now
earn less, not more than UK nationals. This contrasts strongly with pre-2021, and is consistent with a
very large number of lower earners from those countries arriving and staying. So again, this supports
our thesis that the LFS has been overstating the distribution of migrant earnings.

All that said, even if we take the OBR figures as gospel — putting the most optimistic gloss possible on
the fiscal contribution of these new arrivals — we find that the long-term fiscal impact of those likely
to be granted ILR is negative.

Lifetime net cost impact for different ILR scenarios

ILR Scenario Number of ILR Grants Lifetime net fiscal cost Cost per UK household
Low Case 742,000 £233 billion £8,100
Base Case 801,000 £234 billion £8,200
High Case 844,000 £241 billion £8,500
New Paradigm 1,224,000 £168 billion £5,900

In the base case ILR scenario, the lifetime net fiscal cost of recent arrivals who receive ILR comes in at
around £234 billion in total, or over £8,000 per existing household.

This might sound like an impossibly large number. Nevertheless, we have consistently erred on the
side of caution: potentially significantly underestimating the costs of very old age; and the costs of
very young age; the costs of migrants getting ILR via family and humanitarian visas. We have also, as
outlined above, adopted what we strongly believe to be an overestimate of recent migrants’
earnings, for want of any more useful data.
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Interestingly, therefore, the scenario that turns out best (or least bad, anyway) is actually one where
we have the highest number of recent migrants getting ILR, namely the ‘new paradigm’ scenario.
This is because there would be a sufficiently high number of ‘high-wage” migrant workers with
extremely positive fiscal profiles offsetting much of the cost associated with the ‘low-wage’ fiscal
profiles of those gaining ILR through family and humanitarian visas, or through low-wage work. Of
course, if we are right that salaries for many in this recent migration wave are much lower than the
OBR suggests, then the same scenario also becomes by far the most costly.

There is admittedly a counter-argument that many of those already in the UK are taking more from
the state than they contribute, so why should we object to new arrivals doing the same? That may be
true. But it is little use exacerbating the problem by importing more people who will not pay their
way, even if the costs will be spread out over very many years.

Indeed, it is commonly argued that immigration is needed to stop our public services from collapsing.
But whatever the veracity of this claim over the short term, the recent migration wave looks likely to

load more pressure on to public services over the longer term. As we argued in ‘Taking Back Control’,
we need a long-term plan for weaning public services off high levels of immigration (which is why the
‘NHS Long Term Workforce Plan’ was such a welcome step).

As we have consistently argued, what really matters from a purely fiscal perspective is not raw
numbers, but the earnings potential of immigrants. This is one of the reasons why we have
championed a much more selective immigration system — the ‘grammar school of the Western
world’ approach — under which migrants should be overwhelmingly high-skilled, high-wage workers.

Conclusion

We have explored a range of possible scenarios for how many of the recent wave of migrants,
arriving between January 2021 and June 2024, might end up claiming ILR. We have looked at how
much they might earn, and hence their fiscal impact when taking into account their likely age of
arrival. We have been dealing with a lot of unknowns throughout. Nevertheless, it is hard to escape
the conclusion that the lifetime fiscal costs of these migrants, if they do get ILR, is likely to be
measured in the hundreds of billions of pounds.

Under our central scenario, over 800,000 migrants will gain ILR, with grants of ILR running at a peak
rate of 620 per day by 2028. This results in a net fiscal impact over the next several decades of £234
billion. That equates to a bill of £8,200 for each and every household in the country.

Of course, many of these people will be those we want in this country, and/or have a moral
obligation to accept. Skilled NHS workers, talented entrepreneurs, research scientists training at
Russell Group universities, residents of Hong Kong who prefer to live in a democracy than an
autocracy.

But in many other cases, it is much harder to see why a short-term work visa should be translated
into a permanent entitlement to British residency. Other countries in Europe, such as the
Netherlands and Sweden are already revisiting their assumptions around their equivalents of ILR and
naturalisation that will apply to existing residents.>*

22



FOR POLICY
STUDIES

Est. 1974

Kemi Badenoch has announced that it is Conservative policy for the ILR eligibility period to be
extended to 10 years instead of five, and for citizenship after ILR to take a further five years, rather
than 12 months. Given the need to assess the likely impact of the post-2020 migration wave on the
public finances once they start to get ILR before that happens, this is a welcome and timely
intervention.

In particular, as Sam Bidwell of the Adam Smith Institute has pointed out, the Home Secretary has
the power to change the Immigration Rules ahead of January 1, 2026. In the first instance, this would
not even entail primary legislation. Indeed, Britain has done this before. In 2006, then Home
Secretary Charles Clarke extended the length of time required to obtain ILR from four to five years, a
change which applied retroactively.

Such a move would inevitably cause disruption, not least to those who have already made plans for
their lives. But even just postponing the ILR grants — possibly with exemptions based on salary,
occupation or nationality — would buy time for the Government to commission a proper study into
the likely rates of ILR among recent migrants, and the long-term fiscal implications of their
settlement. We think — or at least hope — that the government has access to much richer internal
datasets, which would allow the MAC and the OBR to go into more depth than we have been able to.

In the meantime, the Government should also develop more rigorous criteria for granting ILR to
future migrants to the UK, criteria that prioritise high-skilled migrants who are very likely to be
lifetime net fiscal contributors. For example, it could be that case that to get ILR, a migrant (or rather
HMRC) should have to produce 10 or 15 years of tax returns, showing them to have been a
significant net contributor over their time in the country. Or the Government could introduce an age
restriction on ILR for key visa routes such as the skilled worker and health & care routes, to ensure
that immigrants are arriving when they are young and most productive. Based on OBR fiscal profiles,
our analysis suggest 45 years of age as the cap for ILR eligibility, although this could be raised for high
earners, perhaps on a sliding scale.

There would doubtless be complaints from campaign groups that Britain had ripped up an implicit
contract with those arriving. And of course the changes would need to be sensitively handled. But
the purpose of the immigration system, and of the grant of ILR, is to do what is best for this country,
not the world. We still have a window to prevent the permanent resettlement here of a great many
people who are hugely unlikely to be fiscal contributors to the country —indeed, will under the most
optimistic modelling we could produce represent a long-term cost to the country in the hundreds of
billions. It is not too late for the Government to think again, and remedy at least some of the error
made in establishing the new visa system on such a generous and unselective basis.
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