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Executive Summary 

 According to the Office of Budget Responsibility1, if net migration were ceased, the UK’s net 

public sector debt would rise from 74% of GDP today to 187% by the middle years of this 

century (2061/2) 

 This is higher than Greece’s current national debt (161% of GDP) and higher than at any time 

in the UK’s history, other than in the immediate aftermath of World War Two. 

 Based on the OBR’s forecasts for GDP2, the value of the extra debt incurred, over and above 

the main OBR projection, is £4.8 trillion (at today’s prices)3.  

 To close the debt gap and bring it back to the level of the standard OBR projection in 2061/2 

would cost every single person of working age alive at the time £137,000 (at today’s prices)4 

 The debt gap begins to open within the next few years: 

o Five years from now, in 2018/19 the public sector’s net debt would be £18bn greater 

than with net migration5. This is the equivalent of a rise in the basic rate of income 

tax of 5p6  

o Ten years from now, in 2023/4 the debt gap will have grown to £79bn7 – equivalent 

to a 21p rise in the basic rate of income tax8 

o Fifteen years from now, in 2028/9 the debt gap will have grown to £179bn9. This is 

more than the combined budgets for education, defence and policing10 

o Twenty years from now, in 2033/4, the debt gap will be £354bn11. This is equivalent 

to over half the total expenditure of government12 

 

 If net migration was ended, to avoid the fate of Greece, the UK would require a significant 

expansion of taxes, combined with substantially deeper spending cuts  

 Britain will experience the best part of a century of austerity that is very much more severe 

than anything we’ve experienced to date 

                                                             
1 P87 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012 
2 p63 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012 
3 Calculated by multiplying OBR % projections for real GDP growth by  OBR nominal GDP value for 2012/13 and rolling forward to give £ 
GDP values through to 2061/2 at 2012/13 prices. Then multiplying these GDP values by the OBR’s % debt projections for their central case 
and zero net migration scenario to give debt values; and subtracting £ debt under the central OBR projection from £ debt in the net 
migration scenario to give the ‘debt gap.’ See appendix  
4 Calculated by dividing the £ debt gap value in 2061/2 by the number of working age people projected in 2060 under the zero net 
migration scenario (p59 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012) 
5Calculated as per footnote 3. See appendix  
6 HMRC 2013/14 Tax Ready Reckoner 
7
 Calculated as per footnote 3. See appendix 

8 HMRC 2013/14 Tax Ready Reckoner 
9 Calculated as per footnote 3. See appendix 
10

 HM Treasury Budget 2013, March 2013 
11 Calculated as per footnote 3. See appendix 
12 HM Treasury Budget 2013, March 2013 

http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
http://www.hmrc.gov.uk/statistics/expenditures/table1-6.pdf
http://www.hmrc.gov.uk/statistics/expenditures/table1-6.pdf
http://cdn.hm-treasury.gov.uk/budget2013_complete.pdf
http://cdn.hm-treasury.gov.uk/budget2013_complete.pdf
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Context: the economic benefits of migration need to be better understood in the public debate 

The debate on migration has been dominated by discussion of economic costs with little focus on 

the benefits. 

Where the positive aspects of migration have been raised, these have tended to emphasise the 

social and the cultural, typically comprising “curries and the carnival” and latterly the Olympics. 

The result has been a skewed debate with minimal consideration of the economic advantages from 

migration. This imbalance has helped shape public opinion and created a toxic political environment 

where migration is only seen as a problem. 

The danger is that the only policy action on migration will be to impose ever tighter restrictions. This 

runs the risk of derailing Britain’s economic recovery in the coming years. 

The purpose of this paper is to articulate the primary economic impact if net migration was ended. 
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The impact of net migration on levels of public sector debt 

According to the Office of Budget Responsibility, if net migration were ceased, the UK’s net public 

sector debt would rise from 74% of GDP today to 187% by the middle years of this century 

(2061/2)13. 

 

Source: Office for Budget Responsibility, Fiscal Sustainability Report, July 2012 

This level of national debt would be higher than at any time in the UK’s history, other than in the 

immediate aftermath of World War Two.  

It is higher than Greece’s current national debt (161% of GDP) and would be experienced within the 

working lives of school-leavers in Britain entering the labour market this year. 

The OBR’s main forecast net migration of 140,000 a year and on this basis, they project debt to be 

89% in 2061/2- 98% lower than if net migration were ended14.  

Based on the OBR’s forecasts for GDP, the £ value of the extra debt incurred as a result of following 

Migration Watch’s policy of ending net migration, over and above their main projection is £4.8 

trillion (at today’s prices)15.  

                                                             
13 p87 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012 
14 p87 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012 

http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
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To bring debt back to the level of the standard OBR projection in 2061/2 would cost every single 

person of working age alive at the time £137,000 each (this is based on the Office for National 

Statistics population projection for 2060 of 64.1m with 35m of working age)16 

  

                                                                                                                                                                                              
15 Calculated by multiplying OBR % projections for real GDP growth by  OBR nominal GDP value for 2012/13 and rolling forward to give £ 
GDP values through to 2061/2 at 2012/13 prices. Then multiplying these GDP values by the OBR’s % debt projections for their central case 
and zero net migration scenario to give debt values; and subtracting £ debt under the central OBR projection from £ debt in the net 
migration scenario to give the ‘debt gap.’ See appendix 
16 Calculated by dividing the £ debt gap value in 2061/2 by the number of working age people projected in 2060 under the zero net 
migration scenario (p59 Fiscal Sustainability Report, Office for Budget Responsibility, July 2012) 

http://cdn.budgetresponsibility.independent.gov.uk/FSR2012WEB.pdf
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Demographic change is generating upward pressure on public sector net debt 

The reason debt becomes such a problem in the coming decades is demographic change. We’ve got 

more people getting older, living longer with proportionately fewer people of working age. 

The old age dependency ratio describes the ratio of people 65 or over to the number of working age. 

An old age dependency ratio of 25% (which is the current UK figure) means there are three people of 

working age for every one person who is 65 or over. 

By 2060, the UK’s old age dependency ratio is 44%. This means the UK will be in a position where 

there is almost 1 person of working age for every person who is 65 or over. 

With a declining proportion of the population paying taxes and a larger number using higher levels 

of public services (older people will tend to make greater use of health services, draw pensions etc.) 

there will be upward pressure on debt. 

This challenge is one common to most countries. 

Country Old-age dependency 2010 % Old age dependency 2060 % 

India 8 25 

USA 20 37 

France 26 44 

United Kingdom 25 44 

Russia 18 42 

Canada 20 45 

Germany 31 56 

Italy 31 58 

Brazil 10 44 

Japan 35 69 

Spain 25 60 

China 11 52 

Source: p61 OBR Fiscal Sustainability Report, July 2012 
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Migration alleviates upward pressure on debt 

The reason migration alleviates upward pressure on debt is that migrants  

 tend to be younger,  

 contribute more in tax revenue than they consume in public services  

 the majority leave before becoming older and negatively impact the dependency ratio 

A study by University College London17  that looked at the fiscal impact of migration from the A8 

accession states found that these eastern European migrants were 

 60% less likely than natives to receive state benefits or tax credits 

 58% less likely to live in social housing 

 Contributed 37% more in taxes than the cost of the public services they consumed  
 
In recent years, the largest single group of migrants coming to the UK has been international 

students. A government research report estimated the value to the UK economy of international 

students at over £14bn per year (Estimating the value to the UK of education exports, BIS, July 

2011). 

Student migrants will tend to use even lower levels of public services than other types of migrant 

because they are largely younger and the vast majority leave after their studies. 

Student visas are temporary, in that they do not provide a direct legal route to settlement.  

According to research by the Home Office, out of those students who came to Britain in 2004, 79% 

no longer remained in the UK as settled residents or in the immigration control system by the end of 

2009. A further6% remained as students, 3% were still in the UK temporarily on work visas not 

leading to settlement. Only 11% were on a path to settlement or settled here through work or family 

routes18. 

Although the proportion of migrants that do settle permanently in the UK will ultimately grow old, 

the impact on the dependency ratio will be delayed towards the end of the century, giving the UK 

tome to address its structural demographic challenges.  

  

                                                             
17 Assessing the fiscal costs and benefits of A8 migration to the UK, Dustmann et al, University College London, 2009 
18 The Migrant Journey, Second Report, Achato et al, 2009, Home Office 

http://www.ucl.ac.uk/~uctpb21/Cpapers/DustmannFrattiniHalls2010.pdf
http://socialwelfare.bl.uk/subject-areas/services-client-groups/minoritygroups/homeoffice/140233migrant_journey_second_report_summary_research.pdf
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Without migration the debt gap will start to open in the next 5 years 

The OBR’s projection of debt at 187% of GDP, if net migration was ended, would have a catastrophic 

impact on the country, with spiralling interest payments and a loss of market confidence in the 

British economy. 

Action would need to be taken in advance to manage the rise in debt. The scale and timing of the 

action required is highlighted by looking at the growth of the debt gap – the extra debt arising from 

ending net migration, over and above the levels projected by the OBR in their standard case. 

The table below uses the OBR’s projections for future GDP, adjusted for 2012/13 prices to quantify 

the growth of the debt gap 

 

Source: Office for Budget Responsibility, Fiscal Sustainability Report, July 2012 

If net migration were ceased today, within 5 years the debt gap would have a significant impact on 

the country’s finances.  

o Five years from now, in 2018/19 the public sector’s net debt would be £18bn19 

greater than with net migration. This is the equivalent of a rise in the basic rate of 

income tax of 5p20  

 

                                                             
19

 Calculated as per footnote 3. See appendix 
 
20 HMRC 2013/14 Tax Ready Reckoner 

http://www.hmrc.gov.uk/statistics/expenditures/table1-6.pdf
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o Ten years from now, in 2023/4 the debt gap will have grown to £79bn21 – equivalent 

to a 21p rise in the basic rate of income tax22 

 

o Fifteen years from now, in 2028/9 the debt gap will have grown to £179bn23. This is 

more than the combined budgets for education, defence and policing24 

 

o Twenty years from now, in 2033/4, the debt gap will be £354bn25. This is equivalent 

to over half the total expenditure of government26 

  

                                                             
21

Calculated as per footnote 3. See appendix  
22 HMRC 2013/14 Tax Ready Reckoner 
23 Calculated as per footnote 3. See appendix 
24

 HM Treasury Budget 2013, March 2013 
25 Calculated as per footnote 3. See appendix 
26 HM Treasury Budget 2013, March 2013 

http://www.hmrc.gov.uk/statistics/expenditures/table1-6.pdf
http://cdn.hm-treasury.gov.uk/budget2013_complete.pdf
http://cdn.hm-treasury.gov.uk/budget2013_complete.pdf
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Conclusions 

The OBR is clear that the medium term impact of the cost of ending net migration will be Greek 

levels of debt.  

The gap between the OBR’s central projection on public debt (based on annual net migration of 

140,000) compared to debt levels without net migration, begins to open up in the next 5 years. 

If net migration was ended, to avoid the fate of Greece, the UK would require a significant extension 

of taxes, combined with substantially deeper spending cuts  

Britain will experience the best part of a century of austerity that is very much more severe than 

anything we’ve experienced to date 
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Appendix: OBR projections for growth & net public debt 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


