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About London First:
We are an influential business membership organisation with the mission to make London the best city in the world in which to do business.  We represent the capital’s leading employers in key sectors such as financial and business services, property, transport, ICT, creative industries, hospitality and retail.  Our membership also includes London’s higher education institutions as well as further education colleges and NHS hospital trusts.  We aim to influence national and local government policies and investment decisions to support London’s global competitiveness. A successful London is vital to the health of the UK economy.
Our influence is built upon the breadth, depth and calibre of our business membership, who collectively represent over a quarter of London’s GDP.  
General Comment
London’s critical mass of talented people from around the globe is a major competitive advantage.  

Restrictive and uncertain immigration policy is a clear threat to this position. The UK must give a clear message to talented individuals, businesses worldwide and international trading partners that it is ‘open for business’.  This is critical if we are to deliver the private sector growth needed to restore national finances.  

The Government has a mandate to address public concerns on immigration, though one qualified by conflation of Euro and non-Euro migration. No credible proposal has been tabled to reduce intra-EU migration, which accounts for by far the majority of low-skilled immigration, most likely to result in social disjoint and higher demands on publicly-funded social services.

The previous Government, late in its third term, introduced a points based visa allocation system with which to control non-European immigration. This appears to be beginning to work. Public concern may lag behind the statistical trend, which is a reduction in inward migration (though this is overlain by a larger reduction in emigration).
The current interim cap is discriminating against economically beneficial high-value-add immigration, even though this group accounted for less than 15% of net immigration in 2009. It places an immediate disadvantage on UK based businesses as they seek to win international business, and in doing so need to deploy internationally sought-after talent. 

The proposed permanent cap is likely to have a similar disadvantaging effect. If business concerns are not properly addressed, it could result in many specialist teams being assembled in other EU and non-EU locations, with a resulting loss of opportunities for UK workforce and lost revenue for UK Exchequer.

Preferred approach 

· The Government's ambition to reduce overall immigration can be better served by a tightening of the points-based visa regime, perhaps coupled with an advisory target.

· If the Government is determined to press ahead with a cap, Tier 2 should be excluded from its jurisdiction, subject to visas only being issued where applicants would have achieved a certain (to be agreed) points score under the current immigration regime (as it was prior to the implementation of the interim measures).
Question 1: What factors should the MAC take into account, in order to inform its recommendations for Tiers 1 and 2 in 2011/12, when assessing the impacts of migration on:
the economy;
· London’s economic contribution to the UK economy.  London is a unique global talent hub.  Ideally located geographically to access a variety of global markets, over many years it has benefitted from a common world language and a liberal economic environment that has encouraged growth.  London is a gateway to the rest of the UK in terms of international capital and labour. LECG research commissioned by London First for our Supporting UK Growth report shows London puts between £14.3bn and £19.4bn per year in to the exchequer and contributes approximately a fifth of the UK’s GDP.  This has been driven by the higher productivity rates generated by London’s employees.  London relies on global talent to drive this productivity.  A successful London supported by this talent is therefore essential to a successful UK.
· The current state of the economy and the role of business in driving growth recovery.  The UK is economically fragile with growth expected to remain slow, and a critical mass of economists are predicting a double dip recession, nationally and globally.  Meanwhile the UK government’s deficit reduction programme continues at pace, and the expectation of government is the private sector will pull London and the UK out of recession.   This is the worst of all times to constrain business in its ability to access the skilled global talent it needs to support this growth.  London First members and their clients are already experiencing the highly restrictive and disproportionate interim cap measures which are stemming the flow of foreign direct investment into London and the UK, and impacting on business’ ability to workforce plan.  This is having a direct impact on business performance, and also a wider negative impact on the recruitment of local labour, in terms of a reduced demand for lower skilled support staff.  
· The level and type of migration through these tiers.  It is entirely disproportionate and economically counter-productive to target tiers 1 and 2 to achieve the government’s objective of reducing immigration to the tens of thousands.  Particularly as recent Home Office/ONS figures show that the PBS is beginning to work, with a significant reduction in work visas issued between 2007 and 2009 (227,125 to 162,630). The migrants who enter the UK through these tiers make a valuable contribution to the competitiveness of the organisations they work for or run, and in turn the wider London economy.  The immigration system should be sophisticated in recognising and accommodating the contribution that skilled migrants from different sectors make - from investors, lawyers, bankers and accountants to chefs, through engineers and ballet dancers, and so on, and as such a full and thorough cost benefit analysis of capping skilled immigration should be undertaken.
· The availability of skills in the domestic labour market.  Global businesses, including London First members, prevented by an artificial cap from meeting their need for skilled migrants to fill global positions or specialist knowledge and expertise that will never be available locally, will not recruit local workers with second rate skills.  They will keep the roles vacant, impacting on their growth and the growth of their supply chain, and the economic benefit that the local service industry would have experienced.   Alternatively, they will be more likely to off shore staff (recent CIPD/KPMG report: 1 in 10 UK private sector companies plan to offshore in the 12 months to June 2011) or consider relocating their offices out of the UK.
· Other anti-competitiveness measures being planned by the government.  The recently announced increases in taxes and changes to the UK’s regulatory framework are already impacting on the competitiveness of London as a destination for global companies.  Restrictions on skilled global migration will further weaken the case for London in attracting and retaining business, and will strengthen the case for our global competitors.  
Question 2: How should the MAC measure or assess these impacts?
· Consult business HR teams.  Business involvement on MAC working group.
· Consult business generally, e.g. London First event.  
· Use statistics readily available – OECD, IFS, ONS, NAO, JCP.
Question 3: How should the MAC trade off, prioritise, and balance the economic, public service and social impacts of migration?
Not answering
Question 4: To what extent and how quickly can alternatives to employing Tier 1 and Tier 2 migrants, including training and up-skilling of UK resident workers, reduce reliance on such migration? What can Government and other bodies do to facilitate this?
London First works actively to up-skill the domestic London population, so that it can compete equally with global talent for jobs in London.  We support the work of the Mayor of London and his London Skills Employment Board, and work closely with universities and colleges.  We lobby central government for better alignment in education, employment and skills policy. However, this is a long run mission, and whilst actively pursuing this objective will achieve up-skilling of lower skilled British workers, it will not result in a reduction in demand for the most highly skilled or specialist global talent.  Whilst London First members already employ a significant level of staff from the local labour market, they also have a key strategic need to fill globally facing positions with employees from a variety of global marketplaces, and with skilled migrants who have specialist knowledge that is unavailable locally, and cannot be learnt through local training programmes, e.g. specialist chef.   
Case Study
London First Member - Accountancy
This organisation employs a highly skilled team of professionals, the majority of whom have achieved accounting qualifications which take over 3 years to complete, as well as ongoing professional and discipline specific training throughout their careers.  Their professionals are required to complete a minimum of 130 hours CPD each year.  While they employ a majority of staff from the local labour market, it is a key part of their recruitment strategy that they have representation and experience of operations in all continents.  To replace the knowledge and specialist experience of these professionals wold require many years of training.  
In order to meet their clients' requirements, they provide sector expertise from all areas in the global market s in which they operate. It is essential that they have insight into how these sectors operate in different countries across the world.  It is difficult to see how this can be gained other than by recruiting a proportion of people from these countries.  
4.2 Objective for net migration
4.4 The limits in 2011/12 on Tiers 1 and 2 need to be in accordance with that broad objective of reducing net migration to the tens of thousands over the lifetime of the Parliament. The level of net migration is dependent not only on flows from outside the European Economic Area (EEA) but also flows from within the EEA and the movement of British citizens.
Question 5: What trends do you expect to see over the lifetime of the Parliament in non-PBS migration, including of British and European Economic Area (EEA) citizens? Will limits on non-EEA migration affect this? Please provide reasons.
This depends on domestic and global economic performance, which is difficult to predict particularly at this time.  However, with this caveat in mind, if economic growth remains slow, we would anticipate an increase in EEA emigration from the UK and a reduction in EEA citizens looking to enter the UK.   London business will be looking to access global talent to help drive growth and improve economic conditions; we therefore expect business need and demand for non-EEA migration over this period to remain similar to 2010 levels (which are above the levels at which it is temporarily capped), but to increase in line with economic growth.  In others words, we expect non-EEA migration to remain vital to London business. 
4.5 The optimal precise objective will also depend on the future design and purpose of Tiers 1 and 2 of the PBS, including treatment of switchers, extenders and dependants.
Question 6: The stock of main (non-dependant) migrant workers under Tiers 1 and 2 is determined by (i) new migration from outside the UK and (ii) extensions and switching between routes by migrants within the UK.
If migration is to be reduced, do you most favour achieving this via cuts in (i) or (ii)?
Neither route is favoured where this has an impact on the sourcing of skills, knowledge and experience that has been shown to not exist within the domestic labour market.  
Question 7: To what extent should reductions in flows through Tiers 1 and 2 be met through reduced migration of dependants? Should dependant numbers be reduced by proportionately more than those of main migrants?
We would expect skilled migrants to be less likely to choose to come to the UK if they were unable to bring their dependants with them.  Consequently we would expect to see a reduction in the flow of skilled migrants entering the UK, with them instead taking their skills to other countries which less restrictive immigration controls.  This in turn would negatively impact on the UK’s competitiveness.  
4.3 Trajectory
4.6 The limits on Tiers 1 and 2 in 2011/12 will be a staging post in the movement towards net migration in the tens of thousands. The optimal speed of travel towards that objective has direct implications for the right level of the limits in 2011/12. It can be achieved, in part, through reductions in flows through Tiers 1 and 2, or routes within those tiers.
Question 8: What would be the likely impact on your organisation, sector or local area of reducing (from 2010) the number of main migrants through the Tier 1 general route in 2011/12?
We would expect limits to both Tier 1 and Tier 2 to lead to the inability of London business to meet resourcing requirements in business critical roles.  Given the lack of sufficient skills in the domestic market, this would mean key positions remain unfilled and ultimately organisations will be unable to meet their business strategy objectives.  This would have significant implications for business efficiency and would constrain business efforts to drive economic growth.  Business would then need to consider alternative strategies for meeting objectives, such as off-shoring staff or relocating offices outside of the UK.  This would have a clear impact on London's and UK's competitiveness and performance.    
Case Study
London First member - Investment Bank
An immigration cap could be detrimental to our business growth, as we already had a skill shortage in specific areas before the recession (e.g. those with a background in algorithmic trading, financial derivatives and quantitative analysis). An artificial cap on immigration would negatively impact our company's ability to attract and employ the best available talent.  We already face the challenges of operating a business in London, with its relatively higher income tax rates and cost of living.  Now with the FSA regulations restricting bonuses, an immigration cap will make it that much more challenging for UK businesses to operate in a fiercely competitive global market.
Case Study
London First member - High-End Restaurant Chain
On exceptional circumstances we require specific skills to fill our more complex roles e.g. specialist chefs, senior managers and we have had no choice but to widen our search outside Europe to fill these positions. The main reasons are:
- the specialist nature of these positions makes it very difficult to train internally or plan or potential vacancies within our restaurants.
- the highly competitive labour market for hospitality positions in London
Any further limitation to non-European immigration for these specialist skills will add extra pressure onto the development and expansion of our restaurant business.
Case Study
London First member - Utility Company
This organisation is undertaking unprecedented levels of capital investment to extend, reinforce and replace the gas and electricity network infrastructure while also accommodating emerging technologies and connecting renewable energy sources.  This combined with the output of thorough and robust workforce planning out to 2017 has identified a need to recruit 480 external roles in 2010/11 alone.  Of these business critical roles, 120 are to be recruited through the Development Scheme route with the remainder being experienced hires.  Previous recruitment has indicated that circa 15% (45 positions) of these skilled roles will need to be recruited from the non EEA migrant population as suitability qualified candidates are not available in the resident labour market.
The imposition of the interim cap has meant this organisation has been allocated only 4 Certificates of Sponsorship for the period up to 1 April 2011.  This interim allocation needs to be used to renew the permissions of existing employees and therefore does not support current external recruitment.  The proposed restrictions or reduction of limits for both Tier 1 and Tier 2 will severely impact on both the future recruitment to this organisation, and the continuing employment of existing employees already in the company.  
Question 9: What would be the impact on your organisation, sector or local area of reducing the number of main migrants through the Tier 2 shortage, Resident Labour Market Test, and intra-company transfer routes?
See answer to question 8.
Question 10: The Government’s objective is to lower net migration overall. If you are proposing small or zero reductions in migration through a particular tier or route, through which Tier 1 and 2 routes do you think migration should be reduced instead?
London First is particularly concerned about the prospect of limits to Tier 2, as these routes are fundamental to our members who need to recruit skilled global talent.  However, we do not believe that either Tiers 1 or 2 should face reductions.  The number of non-EEA migrants coming to the UK via the skilled work routes of Tiers 1 and 2 account for around a quarter of the total non-EEA immigration.  It is vital that these routes are not treated disproportionately in the application of any reduction, and that their economic value is fully recognised.   
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