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Executive Summary
The post-Brexit immigration system liberalised access to the UK labour market for non-EU citizens but introduced visa 
requirements for EU citizens who had previously been able to work in any job. As a result, low-wage occupations that used 
to rely heavily on EU workers are now ineligible for work visas, with some limited exceptions for social care and seasonal 
workers.

Free movement ended during the Covid-19 pandemic, at a time when EU migration had already fallen sharply. But as 
the economy recovered, employers have faced an unusually tight labour market, with record-high vacancy rates and low 
unemployment. This has raised the question whether Brexit is the cause of UK labour shortages and what role immigration 
policy should play—if any—in addressing employers’ recruitment difficulties.

Evidence on the impacts of the end of free movement is still incomplete and new data will emerge in the coming months 
and years. The evidence available so far suggests that immigration policy is one of multiple factors contributing to labour 
shortages. First, high vacancies and low unemployment have been a feature of post-pandemic labour markets, including in 
several other countries that have not changed their immigration policies. Second, recruitment difficulties in some low-wage 
industries have resulted in part from longer-term problems with unattractive pay or working conditions. Third, the end of 
free movement appears to have exacerbated these existing problems employers have faced.

In theory, employers can respond to labour shortages in different ways, including switching from EU to non-EU workers; 
raising wages (and prices) to attract workers from the existing labour force; or reducing their need for staff by turning to 
automation or by changing the mix of what they produce.

By mid-2022, some qualitative evidence of pay increases for certain roles and among certain larger employers had started 
to emerge but there was no evidence of widespread wage increases in low-wage industries that previously relied on EU 
workers. Further data over the course of 2022 and 2023 will provide a fuller picture, however.

For the most part, employers who relied heavily on EU workers before 2021 will not have been able to switch to hiring 
non-EU workers from overseas instead, because the immigration system does not permit them to. There is evidence of a 
shift towards non-EU recruits in some industries that can access the immigration system relatively easily, such as seasonal 
agricultural work and health. But several occupations that are eligible for skilled work visas, such as construction, have seen 
relatively low take-up—perhaps because of the administrative costs and difficulty adjusting to a new system.

What should policymakers do about labour shortages in the post-pandemic, post-Brexit environment? A challenge for 
government is that there is no consensus on how much of a problem shortages of workers in low-wage jobs actually 
presents and thus whether immigration policy should attempt to prevent them. Some shortages are more costly to the rest 
of the economy than others but it is difficult to identify and address these shortages in a systematic and evidence-based 
way. Some shortages are transient and will resolve of their own accord in the long run, although the process of ‘adjustment’ 
may be disruptive for employers who cannot reduce their labour needs through alternatives such as automation. Ending free 
movement may also have long-term effects in certain parts of the country, such as rural areas where it may be harder for 
industries that relied on primarily EU workers to be replaced by other industries if they shrink.

Policymakers concerned about the impacts of labour shortages have various strategies they can adopt. One option is to wait 
it out, sticking to the current system and hoping that shortages will resolve themselves, as economic theory suggests many 
of them should. Alternatively, policymakers could expand work visa eligibility in low-wage jobs. This strategy would benefit 
employers who have struggled to attract workers after free movement; but it comes at a cost, most notably higher risks of 
exploitation in low-wage work—especially if visas are employer sponsored and tie workers to specific industries. Deciding 
where to make concessions for low-wage jobs in an evidence-based way is also a big challenge, and it is not realistic to 
assume that policy can adjust quickly to emerging shortages and be based on rigorous evidence. Unsponsored visas such 
as an expanded Youth Mobility Scheme avoid the problem of tying workers to employers and are not targeted at specific 
industries; this means they are expected primarily to benefit industries that find it easier to attract young workers, such 
as hospitality. Finally, options to facilitate overseas recruitment in skilled jobs that are already eligible for work visas mostly 
involve reducing administrative requirements or fees for some or all employers.
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1. Introduction

The post-Brexit immigration system for migrant workers is simultaneously liberal and restrictive compared to the one 
that preceded it. Introduced in January 2021, the new system liberalised access to the UK labour market for non-EU 
citizens, lowering salary thresholds and skills requirements for work visas. But it was much more restrictive that the 
previous status quo for EU citizens, who had enjoyed full access to the UK labour market before the end of the post-
Brexit transition period in December 2020.

Since free movement ended at the end of December 2020, many employers in industries that previously had relied 
heavily on EU citizens can no longer recruit newly arriving EU citizens because the jobs are not eligible for work visas. 
Most EU citizens newly recruited to work in the UK must qualify for Skilled Worker visas, which require a salary of at 
least £25,600 per year (with rates starting from £20,480 in some cases, such as jobs on the Shortage Occupation 
List) and are only open for jobs that require at least A-level education. Most low-wage jobs are not eligible, although 
there is a dedicated work visa route for seasonal workers (mostly in horticulture), and care workers can qualify for 
skilled worker visas if they earn at least £10.10 per hour, which is £0.60 above the minimum wage. Common low-
wage roles such as bar staff, cleaners, drivers, food processing labourers or baggage handlers are not eligible for 
work visas, although intermediate skill-level positions such as plumbers, electricians and chefs can qualify if they are 
sufficiently well paid.

Analysis conducted over the past six years repeatedly showed that some industries would be particularly affected by 
the introduction of a ‘skill-selective’ work visa system (Vargas Silva, 2016; MAC, 2018; Morris, 2020). Such industries 
included hospitality and retail, where employers relied heavily on EU citizens before Brexit and where relatively few 
jobs that met the skill and salary criteria for work visas.

In addition to the change in eligibility to come to the UK, the end of free movement changes the rights that migrant 
workers in low-wage jobs enjoy. Free movement gave EU workers many of the same rights that UK citizens have, 
such as the ability to switch employers with ease, experience unemployment without losing their residence rights, 
access welfare benefits and bring family members to the UK. Work visas bring a greater number of restrictions on 
workers’ rights, and this has important policy implications such as greater risks of exploitation, particularly in low-
wage jobs (Sumption and Fernandez Reino, 2018)—risks that receive relatively little attention in debates about work 
visa options.

Over the course of 2021 and 2022, headlines were filled with stories of labour shortages, including shortages of HGV 
drivers driving fuel tankers and stocking up retail stores; pig farmers claiming that they must slaughter thousands of 
animals because of a lack of abattoir workers and skilled butchers; and requests from numerous other industries—
from hospitality to airports to the care sector—for greater access to visas to supply their labour. Behind the news 
headlines, employers complained of shortages of workers in less visible roles such as forklift drivers and kitchen 
assistants (REC, 2021). So what do we know so far about the impacts of ending free movement on industries such 
as these? This briefing examines the evidence from the first year of the post-Brexit immigration system. It looks at 
three main questions:

•	 Whether the UK is facing labour shortages as a result of the end of free movement;
•	 What we know so far about how employers are adjusting to the end of free movement;
•	 What the immigration policy options are for responding to labour shortages and what their effects would be.

2. Is the end of free movement responsible for labour shortages in the UK?

Brexit and the pandemic have together had a significant impact on the shape of the migrant workforce in the UK, 
especially in low-wage jobs where EU workers have been overrepresented over the past decade (Sumption and 
Fernandez-Reino, 2018).

First, substantial job losses during the pandemic—combined with other longer-term factors such as the decline in the 
value of the pound and the political and legal uncertainty related to Brexit—coincided with a sharp fall in net migration 



THE MIGRATION OBSERVATORY | WWW.MIGRATIONOBSERVATORY.OX.AC.UK PAGE 4

REPORT: How is the End of Free Movement Affecting the Low-wage Labour Force in the UK?

of EU citizens (Sumption and Walsh, 2022a). Second, as the economy and labour market started to emerge from the 
pandemic, the new immigration system changed the way immigration could respond. Whereas under free movement, 
we might have expected EU migration to bounce back during the economic recovery, the new immigration system 
provides few options for EU workers to take up low-wage jobs. (Limited exceptions apply to seasonal agricultural 
and poultry workers and to EU ‘frontier workers’ who do not live in the UK but who performed short-term work here 
before the end of 2020).

Indeed, relatively few EU citizens used the new immigration system in the first year of its operation (Sumption 
and Walsh, 2022b). The 43,000 EU citizens who received visas for work, family, study or other purposes in 2021 
(excluding visitors and ‘frontier workers’ who do not live in the UK) made up only 5% of visas granted that year (Figure 
1). Those who did move to the UK were strongly concentrated in London (Sumption & Strain, 2021).

At the time of writing there were no data to compare these 43,000 EU visas to pre-pandemic immigration levels. In 
particular, there were no figures on the number of EU citizens returning to the UK without a visa because they already 
had status as a result of having lived here before Brexit. However, long-term immigration of EU citizens in the six years 
before March 2020 averaged in the hundreds of thousands (between 230,000 and 430,000 depending on the data 
source used) (ONS 2021c)—and these figures do not include between one and two hundred thousand short-term EU 
citizens coming for work-related reasons in a typical year before Brexit and the pandemic (ONS, 2021a). The figures 
available so far are therefore consistent with the possibility of a large decline in EU immigration.

Figure 1

So how has the end of the free movement combined with the pandemic affected the migrant workforce? The best 
data to look at this question come from tax records and are published by HMRC and the Office for National Statistics 
(ONS), and show the number of jobs held by people of different nationalities at the time they registered for a National 
Insurance Number. (If the same person has two different jobs, they are counted twice.) At the time of writing, the data 
covered the period up to June 2021, i.e. the first six months of the new immigration system. And they showed that 
overall, EU citizen employment had not returned to its pre-pandemic size by mid-2021. In June 2021, it remained 6% 
smaller than two years previously and stood at just under 2.5 million.
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By contrast, non-EU employment was less affected by the pandemic and indeed increased by 9% from June 2019 
to June 2021, reaching just over 2.2 million. (Note that these figures probably understate the number of non-EU 
citizens because they exclude anyone who lived in the UK long enough to become a citizen before they registered 
for a National Insurance Number.) In the aggregate, this increase offset the decline in EU employment, leading to an 
overall rise in non-UK employment of 0.3% over the same two-year period. However, non-EU workers in the UK are 
concentrated in higher-skilled jobs (Fernandez-Reino, 2022) and thus do not substitute for EU workers on a one-to-
one basis. This means that employers in low-wage industries who employed migrant workers often relied primarily on 
workers from EU countries, and were more exposed to the consequences of ending free movement.

The picture of changing migrant employment varies substantially by industry. In fact, the overall decline in the 
employment of EU workers was primarily driven by two industries: hospitality, which saw a net decline of just over 
98,000 EU citizen jobs in the two years to June 2021, and administrative and support services (a category that 
includes a range of mostly low-wage service positions such as building cleaning and maintenance, as well as some 
agency work), where the same figure fell by just under 64,000.

Some industries have therefore seen a much sharper-than-average decline in the EU migrant workforce, while in 
others the number of jobs held by EU migrants increased despite the pandemic and post-Brexit immigration system 
(Figure 2). These figures alone do not tell us whether industries are facing shortages but do indicate that the role of 
EU migration in meeting labour demand is changing.

Figure 2

Different EU employment patterns by industry are partly driven by the fact that some industries expanded while 
others contracted during this two-year period during the pandemic, but that is not the whole story. Some industries’ 
relative reliance on EU migrant workers also shifted. In hospitality, for example, the EU workforce recovered much 
slower than the UK or non-EU workforce, as a result of which the EU share of jobs held decreased by four percentage 
points. By contrast, jobs held by EU migrants increased faster than for other groups of workers in construction and in 
transport and storage, despite Brexit and the pandemic (Figure 3). The increase of EU worker jobs in the transport and 
storage sector took place in 2020 in particular, with small declines in the first six months of 2021.
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Several sectors have also seen strong increases in non-EU employees, particularly health and construction (Figure 3). 
These will not necessarily be people arriving on work visas, but will in many cases come from the existing population 
of non-EU migrants in the UK (including those who arrived in previous years on family visas or who are refugees). The 
largest decline in EU employment was in London, which saw a 10% decline (and just under 30% in hospitality) from 
June 2019 to June 2021.

Figure 3

The data do not distinguish between people who have recently arrived in the UK versus those who have lived in the 
country for some time. The variable picture by industry is consistent with the expectation that some industries, such 
as hospitality, have traditionally relied more heavily on newly arriving migrants while others recruit in larger numbers 
from the existing workforce. In 2019, for example, hospitality was the industry whose EU workforce was most likely 
to comprise recent arrivals. An estimated 35% of EU-born workers in hospitality had arrived in the previous five 
years, well above the average across all industries of 22% or the 18% share in the construction industry (author’s 
calculations from the Annual Population Survey). The fact that some industries such as construction rely less heavily 
on workers who have arrived recently implies that the impact of Brexit on those industries may simply take longer to 
emerge, as more years of low EU migration deplete or at least slow the growth in the EU workforce. It is also possible 
that some industries became less attractive to prospective EU recruits already in the UK or returning to the UK with 
existing (EUSS) work authorisation.
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Are employers experiencing shortages?
There are certainly signs that the labour market in 2022 is tight, i.e. that it is more challenging than usual for employers 
to find workers. Vacancy rates have risen sharply in the UK, particularly in hospitality and health (ONS, 2022), and one 
third of businesses with at least 10 employees said that they were facing staff shortages in early April 2022 (ONS, 
2022b). The number of people job-hopping—quitting their jobs and moving to another one—reached a record of 
more than one million in the fourth quarter of 2021. Among them, 41% moving between industries (ONS, 2022b), 
although more may have moved occupation within the same industry. Voluntary job moves are an indicator of a tight 
labour market (Cominetti, 2022). And unemployment in the three months to February 2022 was only 3.8%, close to 
the record lows seen in 2019 (ONS, 2022c).

Figure 4

Experimental ONS data based on online job ads paints a similar picture, with many industries showing substantially 
higher vacancies than pre-pandemic (ONS, 2022f). The same data also suggests substantial variation by geography. 
At the regional level, estimated growth in vacancy levels in the year ending mid-May 2022 was highest in Scotland 
(36%) and London (26%) (ONS, 2022f). Analysis of vacancy rates in the summer of 2021, based on data below 
the regional level, showed stronger growth in vacancy levels in more rural areas such as Cornwall and Cumbria—
potentially reflecting the particular impact of the pandemic on cities and the lower impact on areas with high public 
sector employment (Cockett and Wilson, 2021). Indeed, unemployment tends to be lower in more rural locations 
(DEFRA, 2021a). For example, in 2021 the estimated unemployment in Great Britain was 4.4%, but largely rural 
areas such as Cumbria (2.8%), Cambridgeshire (3.6%), Suffolk (3.0%), and Cornwall (3.5%) experienced lower rates 
(Nomis, 2022).

The type of migration that different parts of the UK experience also differs. In particular, higher shares of the population 
of urban areas (and particularly London) are foreign born. But migrants who live in rural areas are much more likely to 
be from EU countries. In 2019, before the pandemic, more than half of foreign-born residents in local authorities with 
mostly rural populations were from EU countries compared to only 32% in major conurbations (Figure 5).
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Figure 5

Is Brexit the cause of the tight labour market?
Many high-income economies are currently experiencing high vacancy rates during the recovery from the pandemic, 
which suggests that the end of free movement is by no means the only cause (Duval et al, 2022). For example, 
several other countries have faced disruption in the aviation industry due to a lack of staff (Kotoky et al, 2022) 
and shortages of HGV drivers (Arnold and Vladkov, 2021) despite not having seen big changes to their immigration 
policies. Unemployment rates have been very low in some comparable high-income countries too. For example, in 
May 2022 unemployment was 2.8% in Germany, 3.3% in the Netherlands, and 3.6% in the United States (Eurostat, 
2022a). Job vacancy rates in the EU increased sharply in 2021 and 2022, exceeding pre-pandemic levels (Eurostat, 
2022b).

The rise in vacancies in the UK has been highest in jobs that relied most heavily on EU workers pre-pandemic, such 
as warehouse workers (Joyce et al, 2022)—potentially reflecting persistently unfilled vacancies as outmigration 
reduces the number of workers available. However, there are other competing explanations, such as high job turnover 
following the pandemic recession and larger numbers of people becoming economically inactive (e.g. retiring early). 
Higher inactivity among people over the age of 50 has been the most important contributor to the decrease in the 
size of the workforce compared to what might have been expected based on pre-pandemic trends (IES, 2022).

Disentangling the impacts of the end of free movement from other quirks of the post-pandemic labour market is thus 
difficult. Indeed, where employers face difficulties recruiting sufficient staff, often it is because multiple factors come 
together, including longer-term trends such as low pay growth making some jobs less attractive.

For example, the Migration Advisory Committee’s review of the social care workforce found that the industry was 
facing serious staff shortages that were having a significant impact on the quality and availability of adult social care. 
It found that these shortages had been exacerbated by the end of free movement but was fundamentally driven by 
other factors—most notably years of insufficient funding (MAC, 2022). Similarly, a high-profile shortage of HGV 
drivers in the second half of 2021 had multiple potential causes, including a decline in EU driver numbers but also a 
gradual decline in the attractiveness of the industry to UK workers over the years and a sharp decline in driving tests 
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due to Covid-19 related restrictions (ONS, 2021). Research on labour shortages in 2021 found deeper and longer-
term causes of employers’ difficulties recruiting staff in low-wage industries such as transportation and warehousing, 
including poor working conditions, hours, promotion opportunities or job security contributed to employers’ difficulties 
recruiting staff. The same analysis found that limited management skills made it harder for employers to adjust to 
lower labour supply, for example by adopting new technologies, increasing productivity or making jobs more attractive 
(CIPD, 2021).

3. How are employers responding to the end of free movement?

In principle, there are various different ways employers could respond to the end of free movement:

•	 Attracting more workers from the UK workforce (whether UK born or migrants who already live in the UK), 
for example by raising wages, improving working conditions, being more flexible on hours and contracts, or 
strategies to diversify the workforce;

•	 Recruiting workers from abroad, usually by sponsoring them on a work visa;
•	 Reducing the need for workers, e.g. through automation, switching to less labour-intensive goods and services, 

or cutting back production in the UK.

Wages and other strategies to attract and retain workers
Policy debates about migration often focus on the first of the adjustments outlined above, i.e. attracting more UK 
workers and ignore the fact that other responses also exist. In theory, we should not expect employers’ primary 
response to be to raise wages and attract more UK workers, since past research has generally found that immigration 
has limited impacts on wages (see e.g. Vargas-Silva, 2020). Where there are impacts on wages, they are expected 
to be relatively short lived and disappear within a few years as the economy adjusts to accommodate newly arrived 
workers (Peri, 2010; MAC, 2020a).

In general, tighter labour markets—with high vacancy rates and low unemployment—are expected to cause higher 
wage growth at least in the short term, as employers seek to attract or retain staff (Cominetti et al, 2022; Duval et 
al, 2022). However, during the pandemic period and the first months of the post-Brexit immigration system in the 
UK, analysis from the Institute for Fiscal Studies suggests that there has been no correlation between rising vacancies 
(which have been higher in jobs reliant previously on EU workers) and wage growth. It concludes that vacancies did 
not push up wages from 2019 to 2022. In fact, the hospitality industry, which saw one of the largest declines in the 
share of EU citizens in employment from June 2019 to June 2021 (see Figure 1, above) was one of the industries 
with the lowest wage growth during that period (ONS, 2022d).

A survey of employers in June-July 2021 found that most employers facing recruiting difficulties did not plan to raise 
wages in response (77%), although the share that did plan to do so had increased from 16% in 2018 to 23% in 2021 
(CIPD, 2021). Initial qualitative evidence from the ESRC LIMITS project found that some employers were increasing 
the use of signing-up bonuses (e.g. for delivery drivers) and that some had raised pay, although wage increases were 
more feasible for larger than smaller businesses (Alberti et al, 2022). Some employers struggled to raise wages at 
the same time that other input costs were increasing, such as energy (Logistic sector employer interview, April 2022 
LIMITS project).

In other words, the early figures have not shown any evidence that tight labour markets—whether due to lower EU 
migration or other factors—have increased wage growth in low-wage jobs. Also unclear is how long any wage effects 
of immigration would last even if they do start to emerge. In theory, increased wages are expected to encourage 
employers to reduce the number of people they employ, either by turning to alternatives, such as automation; or by 
passing on costs to consumers via higher prices. Higher prices should in turn mean lower demand for UK-produced 
goods and services, as consumers either buy less or turn towards imported goods. As more data become available on 
wages in the coming months, the short-term effects of lower immigration on wages may start to become clearer, 
although it could be some years before it would be possible to confirm the expectation that ending free movement 
has not had a large impact on wages.
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Finally, early qualitative evidence found that some employers have sought to compensate for a lower number of EU 
workers by diversifying their workforce, although the scale of these activities is difficult to assess. Specific strategies 
included employing prisoners who were released on temporary licence (e.g. in warehousing jobs); and working with 
the Department of Work and Pensions to get the long-term unemployed into the sector or—in the care sector—
looking for ways of employing asylum seekers (Alberti et al, 2022).1

Recruiting migrants from overseas
Can employers who previously might have hired EU workers under free movement rules instead recruit under the new 
immigration system, for example by sponsoring EU and non-EU workers instead? For the most part, the immigration 
system is only designed to permit the recruitment of non-EU workers directly from overseas in skilled jobs—i.e. those 
that meet skill requirements and salary requirements.

Most of the industries that had above-average shares of EU migrants before the pandemic, such as hospitality, 
transportation and storage, manufacturing, construction, and admin and support services, were low users of Skilled 
Worker Route visas in 2021 (Figure 6a). Looking at the results by occupation (Figure 6b), it is clear that many 
occupation groups that have relied heavily previously on EU migrants sponsored no migrants on skilled work visas 
at all, because they were ineligible. However, even where jobs are eligible and occupations have in the past relied 
significantly on EU workers, there are often very low rates of sponsorship. For example, just under 8% of workers 
in the skilled construction and building trades were EU born in 2018-2020 (82,000 EU migrants), but employers 
sponsored only 123 people in this occupation group in 2021.

Low sponsorship rates in most middle-skilled jobs that previously relied on EU citizens is likely to result in part from 
the costs and bureaucracy associated with the using the immigration system, which are highest as a share of existing 
employment costs for lower-paid workers (MAC, 2021). In theory, such concerns about costs may increase in the 
current context of high inflation. Some smaller employers also perceive sponsoring migrants on work visas as risky—
concerned, for example, that inadvertent non-compliance with rules on monitoring employees could mean they lose 
their license (MAC, 2022).

Because there are start-up costs involved in becoming a sponsor and learning how to sponsor workers, it is possible 
that larger numbers of employers will turn to the work visa system over time. Qualitative research from the ESRC 
LIMITS project found that employers in the care sector in particular were often considering sponsoring non-EU 
citizens, though in some cases were reluctant to do this due to the significant costs (Alberti et al, 2022).

1	 Asylum seekers whose applications have been pending for at least 12 months can apply for the right to work but only in occupations 
on the shortage occupation list; this list has traditionally only included skilled roles that are difficult for refugees or asylum seekers to secure, 
but from February 2022 also include care jobs.
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Figure 6a

Figure 6b
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Indeed, among the relatively limited number of employers (just over 2,600) who sponsored at least one EU worker in 
2021, two thirds already had recent experience of the immigration system—i.e. had sponsored non-EU workers since 
2017 (Table 1). The fact that recent sponsors of EU migrants already had experience sponsoring non-EU migrants 
implies that the start-up costs involved in becoming a sponsor and learning how to sponsor workers has played a role 
in discouraging use of the new immigration system. It remains to be seen to what extent employers’ reticence changes 
over time as employers become more familiar with it.

Table 1: Are employers sponsoring EU workers also sponsoring non-EU workers?
Employer size

Employer 
sponsored…

Micro Small Medium Large Total

Only EU citizens 
(2021)

27% 232 37% 322 22% 194 14% 119 100% 867

Only non-EU 
citizens (2017-
2021)	

 32% 4,186 33% 4,326 20% 2,684 15% 1,950 100% 13,146

Both 9% 161 22% 389 22% 389 46% 816 100% 1,755

Total 29% 4,579 32% 5,037 21% 3,267 18% 2,885 100% 15,768

Source: FOI 69251, Home Office management information. Note: figures include employers who sponsored at least one EU citizen in 2021, or 
at least one non-EU citizen from 2017-2021 inclusive.

In 2021, large employers were much more likely to have sponsored EU workers than smaller employers. Figure 7 
compares data on the number of Skilled Worker route sponsors of different sizes to estimates of the number of 
employers in the UK as a whole. An estimated 9% of the UK’s large employers (250 employees or more) sponsored 
at least one EU worker in 2021 compared to 0.3% of small employers (10-49 employees) (Figure 7). Employers in 
all size bands were more likely to have sponsored non-EU than EU employees, but the relative gap was larger among 
small employers (i.e. four times more likely to sponsor non-EU than EU workers, compared to just over twice as likely 
for the largest employers).
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Figure 7

Are employers substituting EU with non-EU workers?
From 2019 to 2021, the EU migrant workforce fell at the same time that the number of non-EU workers increased 
(ONS, 2022e), raising the question whether employers have substituted from EU to non-EU workers. For the most 
part, however, the industries that have driven the increase in non-EU citizen employment are not the same ones that 
drove the decrease in EU citizen employment. In particular, the biggest decline in EU employment was in hospitality, 
where very few jobs are eligible for work visas, while the increase in non-EU workers was driven by the health sector 
(ibid).

One notable exception is the agricultural industry, where employers have been able to recruit non-EU citizens using 
the Seasonal Workers visa (the available numbers of which substantially increased in 2021 after free movement 
ended). In June 2021, the number of EU-citizen held jobs in agriculture was 13,000 (28%) lower than it had been in 
the same month two years earlier (Figure 2, above). At the same time, agricultural employers turned in large numbers 
to the Seasonal Workers visa, which expanded in 2021 to 30,000 places (with 29,600 visas granted).

Another industry where there is some evidence of substitution of EU with non-EU workers is health, although this 
trend predates the post-Brexit immigration system and instead started at around the time of the EU referendum. 
Before the Brexit referendum, new staff joining the NHS had increasingly come from EU countries and by 2016 
roughly half of new joiners from outside the UK were EU nationals (excluding those whose nationality is not known) 
(Figure 8). This trend reversed from late 2016 onwards, and by the year ending September 2021 only 21% of non-
UK new joiners were from EU countries. Health is arguably in a better position than many other industries to pivot 
towards non-EU recruitment in response to lower EU migration since it has a high share of roles eligible for skilled 
work visas and comprises large employers who have already been large-scale users of the visa sponsorship system for 
some years (see e.g. MAC, 2016 for a discussion). Note that the UK-national workforce also expanded during most 
of the period covered in Figure 8.
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Figure 8

In other words, there have been some cases where there is clear evidence that employers have been able to respond 
to lower EU migration by recruiting staff on work visas. In most of the jobs previously particularly reliant on EU 
workers, however, employers have not turned to the work visa system in large numbers, whether because they are 
not eligible or because of the costs and perceived risks of doing so.

Qualitative evidence gathered by the Migration Advisory Committee suggests that while some employers responded 
to recruitment difficulties through migration, more common strategies were to look to recruit migrants in the UK or 
to extend or invest in more existing recruitment campaigns. That said, some recruitment strategies affect the reliance 
on migrant workers, particularly network recruitment and recruitment through social media, which ‘perpetuated and 
even embedded the recruitment of migrants into the workforce’ (MAC, 2022b: p7).

Note that one important consequence of the larger number of workers coming to the UK under the new immigration 
system is that they have more restricted rights than EU citizens who worked in the UK under free movement rules. 
For example, Seasonal Worker visa holders require the permission of the private contractors that operate the scheme 
if they want to move between jobs, and Skilled Workers must find a new employer who is willing to sponsor them 
within 60 days if they leave or lose their job. Work visa holders also have no access to in-work benefits if they are on 
low wages, or to out-of-work benefits if they become unemployed. The policy implications of these restrictions are 
discussed further below.

Reducing demand for workers
In the medium to long run, industries that relied on EU migrants can adopt a number of strategies to mitigate this 
need. First, one of the main impacts of the changing shape of the workforce under the new immigration system 
should be that industries that were most reliant on EU workers grow less quickly than they would have done if free 
movement had continued (MAC, 2018).

Put simply, one likely response to the difficulty of recruiting workers is to produce less. About half of employers who 
said they were facing staff shortages in the February/March 2022 ONS Business Insights survey said that as a result 
they were “unable to meet demands”—suggesting that business growth was constrained (ONS, 2022b).
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The Migration Advisory Committee’s (2022) report on social care found evidence that worker shortages (not primarily 
resulting from the end of free movement but exacerbated by it) had meant that less care could be provided. As a 
result, some care providers had been handing back contracts that they could not fulfil, and people with disabilities who 
had previously directly employed care workers found it increasingly difficult to do so.

Second, there is some early qualitative evidence of firms using practices that rely less on EU migrant workers since the 
end of free movement. For example, research in the horticultural sector found that UK growers facing staff shortages 
had in some cases moved production overseas or invested in automation in pack houses to reduce their demand for 
workers (Barbulescu et al, 2021). Moreover, qualitative research in late 2021 and early 2022 found that employers 
in some sectors that relied heavily on EU migrants under free movement, such as warehousing and food and drinks 
manufacturing, were automating more processes and that there was even some increased use of digital telehealth 
technologies in the care sector (Alberti et al, 2022).

However, the potential for automation is limited by the cost of making initial investments and by the available 
technologies. ONS has estimated the extent to which different jobs are ‘at risk’ from automation—i.e. in which 
automation is reasonably feasible—showing wide differences between roles. Low-wage jobs that were relatively 
amenable to automation included waiter and waitress roles, shelf fillers, and kitchen assistants; while care workers 
and certain customer service roles were less so (ONS, 2019). Qualitative evidence has found that in many production 
processes and job roles employers only envisage opportunities for partial automation (MAC, 2022b).

The costs of automating can also be prohibitive, particularly for small and medium-sized enterprises. Looking at the 
meat industry, for example, Baboolall et al (2020) argue that adopting available meat processing technologies is 
more feasible for large operators (who could actually reduce their costs in the long run by doing so, putting smaller 
operators that did not mechanise at a competitive disadvantage). In addition to the direct costs, employers across 
all sectors may face costs and challenges resulting from the need to upskill existing workforces for more automated 
environments (CIPD, 2021).

Finally, one likely response to difficulty recruiting workers is producing less. About half of employers who said they 
were facing staff shortages in the February/March 2022 ONS Business Insights survey said that as a result they were 
“unable to meet demands”—suggesting that business growth was constrained (ONS, 2022b).

4. What are the implications for immigration policy?

It is still too early to fully assess the impacts of the end of free movement and the introduction of the new immigration 
system. The data available at the time of writing in June 2022 suggested that many employers in industries that 
previously relied heavily on EU migration were finding it difficult to recruit, but that this has not necessarily translated 
into high wage growth for low-wage workers. The end of free movement is likely to have played some role in the tight 
labour market, but is not the only factor and broadly similar patterns have played out in other high-income countries 
as they have emerged from the pandemic.

While some employers have turned to overseas recruiting under the new immigration system, this strategy has not 
been the norm in lower-wage industries, probably as a result of the new system’s eligibility criteria and costs. The 
consequences of employers’ greater difficulty recruiting are still playing out. In theory, shortages are expected to 
be short term and translate into slower employment growth in lower-wage jobs or a reduction in demand for these 
goods and services as the costs of automation or wage increases translate into higher prices. There is some emerging 
but still limited evidence that adjustments are taking place, with some employers exploring automation or reducing 
the amount of activity in response to staff shortages. More research and data will be needed over the coming 1-2 
years to make a full assessment.
These early findings raise various questions from a policy perspective. In particular, if there are shortages in some 
parts of the labour market that have been exacerbated by the end of free movement, 1) does it matter and 2) what 
can or should policymakers do about it?
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Are labour shortages a problem?
There is no consensus on whether shortages of workers in low-wage jobs are a problem and whether immigration 
policy should attempt to prevent them. Free movement from 2004 onwards facilitated the growth in some labour-
intensive industries. As a result, the UK has larger labour-intensive industries—for example, higher production of 
soft fruit—than it is likely it would have done in the absence of free movement (MAC, 2018). However, there is no 
optimal size of each industry—and thus no reason to believe that the UK needs a hospitality or horticulture industry 
of a particular size. As noted above, the main long-run impact in the long term of restricting the growth in the low-
wage labour force by ending free movement likely to be that the industry composition of the economy will be slightly 
different.2 Analysis of the impacts of ending free movement has suggested that the economic effects on aggregate 
measures such as GDP per capita are likely to be small (MAC, 2018 2020; Portes, 2022).

However, the transition from one model to another can be disruptive in the short run. The process of ‘adjustment’ 
as employers whose business models relied on free movement adapt to a system with many fewer migrant workers 
could involve automation and wage rises in some cases, but will involve business closures and job losses in others. 
Some industries are also unable to adjust due to external constraints; for example, wage rises have not been possible in 
social care due to a funding model premised on the notion that workers will receive the minimum wage (MAC, 2022).

The argument that the effects of free movement are small on average also masks different and potentially longer-
lasting impacts in different locations. For example, sparsely populated areas that have relied on a thriving seasonal 
hospitality industry will not necessarily be able to replace that activity with something else if the hospitality industry 
declines. Hospitality makes up a higher share of businesses and of employment in some types of area, particularly 
villages, towns and cities located with wider areas that are sparsely populated. For example, in 2019/20, 14.6% of 
businesses in towns and cities located in sparsely populated regions in England were in hospitality, compared to 6.4% 
for England as a whole (DEFRA, 2021a).

Even though rural areas tend to have relatively low shares of migrants in the workforce, employers in these areas 
can also face specific difficulties recruiting workers, particularly in seasonal jobs, due to the sparse population and 
the fact that rural unemployment is on average substantially lower than in urban areas (DEFRA, 2021b). Challenges 
attracting workers from other parts of the UK may also result from the fact that housing in predominantly rural areas 
is on average less affordable due to lower wages and housing supply (DEFRA, 2022). (Note that employers using 
seasonal worker schemes tend to provide housing.) This is one reason that the Migration Advisory Committee (2018) 
recommended a pilot work visa programme targeting remote areas, on the basis that the labour markets in these parts 
of the UK are somewhat different and there are fewer alternative options available to employers.

Finally, different parts of the economy are linked. Shortages of workers in some jobs may have negative effects on 
other parts of the supply chain: for example, drivers and warehouse workers are critical to retail and many other 
industries (see Wilkes, 2021). Some occupations will have more strategic importance than others, although it would 
be difficult to identify them in a systematic, evidence-based way.

In summary, shortages in low-wage jobs may be transient and if they are not addressed through migration policy 
the economy is expected to adjust in other ways with relatively small long-term impacts in aggregate. However, 
some shortages may be more costly to the rest of the economy than others in the short term. Others may never 
resolve themselves, for example in the case of poorly funded public services where employers cannot raise pay. And 
if the end of free movement led to a relative decline in some low-wage intensive industries, this may not have large 
macroeconomic impacts; but it could have a permanent impact on certain parts of the UK, such as towns in rural areas 
that rely more heavily on hospitality and where previous cohorts of migrants were more likely to be from EU countries.

2	 In theory, this is because with a lower supply of labour, labour-intensive industries would face higher costs and these costs would be 
expected to feed through into higher prices; consumers are then expected to consume less or switch to other goods and services (including 
imported goods).
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What are the immigration policy options for addressing shortages?
If policymakers want to use the immigration system to help mitigate shortages, options for doing so fall into three 
main categories:

•	 Making low-wage jobs eligible for work visas, either through employer-sponsored schemes or unsponsored 
ones such as an expanded Youth Mobility visa;

•	 Reducing the costs employers face when sponsoring non-UK workers on skilled work visas, e.g. by cutting 
administrative requirements; and

•	 Expanding the Shortage Occupation List or updating it more often.
•	 These proposals have advantages and disadvantages, which are discussed next.

Making low-wage jobs eligible for work visas
Since neither of the two major parties are proposing to bring back free movement of EU citizens, any realistic 
immigration policy option in the current political environment involves work visas of some kind. There are two main 
ways of doing this: employer sponsored work visas that target specific occupations or industries; and unsponsored 
visas that do not.

Employer-sponsored visas in low-wage work can be long term or strictly temporary. For example, the current 
Seasonal Workers scheme offers six-month visas, while the special provisions for care workers introduced in early 
2022 are multi-year visas that lead to permanent settlement. Employer-sponsored visas have the potential to 
mitigate employers’ recruiting difficulties when employers have time to plan and take them up. The Seasonal Workers 
programme, for example, was fully subscribed in 2021 with around 30,000 visas granted; take-up of the short-term 
HGV driver concession was low (Home Office, 2022), for reasons that are likely to include the last-minute policy 
announcement and the limited time available for workers to be recruited and apply for visas.

Employer-sponsored visas in low-wage jobs come with drawbacks, however. First, exploitation and restrictions on 
rights. Free movement gave EU workers in low-wage jobs broadly similar rights to UK citizens, including the ability 
to move between employers and access most benefits in the event they lost their job. If workers are admitted to 
do a particular kind of work (e.g. to address shortages in a specific occupation), their visa will generally tie them 
to their employer. Even if workers are allowed to switch employers, the fact that they are on a work visa creates 
administrative barriers and risks that reduces their bargaining power vis-à-vis employers (Sumption and Fernandez 
Reino, 2018; FLEX and Fife Migrants Forum, 2021). For example, workers may worry that gaps between jobs would 
make them lose their UK immigration status (Shutes, 2012). In addition, workers may go into debt to pay recruitment 
agents and travel to the UK, which reduces their ability to leave exploitative work (FLEX and Fife Migrants Forum, 
2021). For example, the Bureau of Investigative Journalism found reports in early 2022 that some workers in the 
existing Seasonal Workers scheme were paying thousands of pounds in recruitment fees (Mellino et al, 2022).

Any efforts to ‘replace’ free movement by introducing visa schemes for low-wage work thus risk bringing to the UK 
workers who have many fewer rights and thus have greater exposure to exploitation than EU citizens did before Brexit. 
In addition to the ability to move between employers, sector-specific schemes in low-wage work often restrict other 
rights, such as family unification and the ability to integrate long term with a path to permanent residence. Temporary 
visas provide less time for workers to develop language skills, knowledge of rights and networks that can increase 
their ability to protect themselves from exploitation (FLEX, 2018). For example, the Seasonal Workers scheme—
which was the vehicle that was used to provide temporary visas to HGV drivers, poultry workers and pork butchers in 
2021—is a short-term visa that restricts movement between jobs, does not allow workers to bring family members 
or access benefits.

While such problems can occur across the immigration system, they are most pressing in low-wage work where the 
risks of exploitation are already higher. Monitoring and enforcement may help but is resource intensive. The review 
of the 2019 UK Seasonal Workers pilot programme, which had a quota of only 2,500 visas, noted that the scheme 
was ‘relatively expensive’ for the Home Office due to the monitoring activities and, even with these monitoring 
difficulties, still identified substantial exploitation risks (DEFRA and Home Office, 2021). Aside from simply spending 
more on proactive inspections, other measures to mitigate the risks of exploitation include providing information 
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to workers about their rights; creating channels for reporting abuses anonymously; providing longer grace periods 
between jobs and allowing access to public funds; or licensing intermediaries (FLEX, 2018). Such measures will not 
eliminate the structural disadvantage that migrants on low-wage work visas face, however, especially if proactive 
labour inspections are limited.

The drawbacks of exploitation in the work visa system should in principle be balanced against the risk that in the 
absence of work visa schemes, employers may create demand for even more vulnerable workers with no status at 
all (Camp, 2020). Unauthorised workers are expected to face greater risks of exploitation than those on legal work 
visas. However, there is insufficient evidence about the impact that work visas have on irregular labour migration to 
fully assess this potential trade-off, since it is very unlikely that low-wage work visa programmes would substitute for 
irregular workers one to one (Cooper, 2019).

A second challenge is targeting. If work visas are to be targeted at specific occupations or industries that face shortages, 
the government must decide which jobs should be eligible. Doing so in an evidence-based way is difficult because 
shortages are difficult to measure and because deciding which shortages are damaging and should be addressed is 
partly subjective (Sumption, 2022). By its nature, immigration policy is also relatively slow moving, as it takes time 
to adjust policy, communicate the changes, wait for applicants to come forward, process their visas and admit them 
to the country. This slowness may be one reason why take-up of ‘emergency’ visas announced in October 2021 to 
respond to the perceived shortages of butchers, drivers and poultry workers was relatively low. By the end of the year, 
the government had issued only 130 visas to HGV drivers and 115 to pork butchers; numbers were higher for poultry 
workers at 1,845 visas issued (Home Office, 2022).

A third challenge is administrative burden. Employer-sponsored work visas enable the government to specify what 
work visa holders can do and impose terms and conditions but in doing so it also creates costs and paperwork that 
makes the programmes difficult for some employers to use, as discussed above.

An alternative to employer-sponsored visas that does not face the same problems is an unsponsored visa route such 
as the Youth Mobility Scheme (YMS) in which workers can do any work and are not tied to specific employers or jobs. 
YMS visas are open to 18-30-year-old nationals from a limited number of countries with which the UK has concluded 
bilateral agreements, and last for 2 years. YMS visa grants dropped substantially during the pandemic, from over 
20,000 per year in 2018 and 2019 to only around 8,000 per year in both 2020 and 2021 (Home Office, 2022). This 
source of workers has thus declined at the same time that free movement ended. The government has in the past said 
that it wants to negotiate youth mobility agreements with EU countries following the end of free movement (Foster, 
2021) but no agreements have materialised. Some business-focused organisations have suggested expanding YMS 
because it offers a recruitment option that is less administratively burdensome for employers (CIPD, 2021). YMS visas 
have the advantage of not being tied to specific jobs, which allows workers to move more easily between jobs and 
increases their bargaining power. However, the visas are relatively short and strictly temporary, and thus contribute 
to turnover of employees and reduce the time horizon for workers to learn English and gain knowledge about their 
rights. Youth Mobility visas also cannot easily be targeted at particular sectors (see Sumption and Fernandez Reino, 
2018, for more discussion of the advantages and disadvantages of YMS visas in low-wage work).

Reducing the costs of sponsorship in eligible jobs
Employers in some industries did not take up many visas in 2021 even though they previously relied heavily on EU 
workers and are eligible to use Skilled Worker visas (see Figure 6, above). One frequently cited deterrent from using 
Skilled Worker visas is the administrative cost. The post-Brexit immigration system reduced some of the administrative 
costs for employers, for example by reducing advertising requirements. But employers still cite the complexity and 
cost of compliance, as well as the extensive fees, as a barrier (APPG on Migration, 2021; MAC, 2021; REC, 2022). 
For example, proposals have included reducing the reporting requirements or allowing ‘umbrella’ sponsors to take on 
sponsorship duties on behalf of smaller businesses that cannot handle the paperwork (APPG on Migration, 2021). 
Of course, administrative requirements will generally have at least some policy purpose, such as making it easier to 
monitor compliance; the challenge therefore is to identify changes that provide limited policy benefits relative to their 
costs to users.
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Amending the Shortage Occupation List (SOL)
The immigration system already includes a list of shortage occupations that receive concessions, although the role of 
this list in addressing shortages is less obvious than the casual observer might expect (Sumption, 2022). At the time 
of writing, the main function of the SOL was to lower salary requirements for jobs that are already eligible for visas. 
Reducing salaries in high-skilled jobs is not expected to help address shortages and indeed could have the opposite 
effect if it makes the roles less attractive; however, it may enable employers in jobs at intermediate skill levels to 
use Skilled Worker visas if salary requirements would otherwise have been unrealistically high (MAC, 2020b). Some 
organisations have proposed updating the shortage occupation list more frequently (REC, 2022). But given the huge 
challenges in creating an accurate and timely SOL (Sumption, 2022) it is not obvious that more regular updates would 
substantially improve employers’ experience of the immigration system. This might instead simply make immigration 
policy less predictable, if occupations are frequently added and removed from the list. An alternative use of the 
SOL would be to reduce the costs of Skilled Worker visas in shortage occupations, including the £1,000-per-year 
Immigration Skills Charge and the £624-per-year immigration health surcharge. These costs are high in comparison 
to other countries (APPG on Migration, 2021).

5. Conclusion and insights

In summary, there is some evidence that the end of free movement has contributed to shortages in the UK labour 
market, although it is by no means the only driver of recruiting difficulties and other some other countries have 
experienced similar problems without a major change in immigration policy. Some shortages may be transient and 
resolve of their own accord in the long run, although the process of ‘adjustment’ may be disruptive for employers 
whose business models rely on free movement and who cannot reduce their labour needs through alternatives such 
as automation. Ending free movement may also have long-term effects in certain parts of the country, such as rural 
areas where industries that relied on EU free movement are harder to replace. And while some shortages may be more 
costly to the rest of the economy than others, it is difficult to identify and address these shortages in a systematic 
and evidence-based way.

This leaves policymakers in a difficult position when it come to the major questions whether and when to facilitate 
additional migration to address shortages, especially in low wage jobs. Policymakers who are concerned about the 
impacts of labour shortages have different strategies they can adopt. One is simply to wait it out, in the hope that 
shortages will resolve themselves in the way economic theory predicts many of them should. This option would allow 
policymakers to avoid some of the intractable problems managing visa schemes, such as exploitation and difficulties 
targeting policy towards the ‘right’ occupations in an accurate and timely manner. But it would have costs, including 
disruption in some businesses in the short to medium term.

A second strategy is to expand visa eligibility for low-wage jobs. If the policy priority is to mitigate shortages in 
specific occupations or industries of interest to policymakers, employer-sponsored visas are the most obvious option. 
However, policymakers must recognise that risks of exploitation in low-wage work visa schemes are high and that 
the process for choosing which industries get concessions may not be evidence based, especially if decisions are 
taken quickly. If, on the other hand, policymakers are concerned about generalised shortages across low-wage jobs, 
an expansion of the Youth Mobility Scheme to more countries is the more obvious option; this would likely benefit 
sectors that are more attractive to young workers such as hospitality.

Third—and not mutually exclusive—options for mitigating recruitment difficulties in skilled jobs that are already 
eligible for work visas mostly involve technical changes within the structure of the current Skilled Worker scheme. For 
example, the government could choose to reduce administrative requirements or fees for employers, either across the 
board or in shortage occupations. This move would need to be balanced against other policy priorities such as raising 
revenue from immigration fees.

Finally, note that immigration policy is just one—and a relatively limited and crude—policy tool for addressing perceived 
problems in the labour market. Many other policy areas affect supply and demand for workers, including tax and 
benefits, minimum wages, education and training, and decisions about public services such as health and social care 
that rely on migrant workers (Teague and Donaghey, 2018; Afonso and Devitt, 2016). Recruiting difficulties rarely 
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result exclusively from immigration policy. In theory, addressing the underlying factors that drive recruiting difficulties 
in some occupations—such as poor pay and conditions or limited adoption of available technologies—could thus be 
more effective than relying on immigration policy. Evidence to understand how sensitively migration responds to 
changes in other policy fields is limited. But since migration patterns depend on many factors beyond government 
policy, it is plausible that only fundamental, sweeping changes in other policy areas would have a meaningful impact 
on employers’ demand for overseas workers. Such policy changes would thus need to make sense in their own right, 
rather than being introduced with immigration-related goals in mind.
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