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POLICY BRIEFING: MANUFACTURING PRIORITIES FOR THE TEMPORARY SHORTAGE LIST, EARNED SETTLEMENT, AND THE UK’S POINTS-BASED IMMIGRATION SYSTEM

1. Longstanding skills and recruitment challenges are restricting the manufacturing sector’s ability to grow. Make UK data shows that more than half of manufacturers cannot fill open vacancies due to a lack of skilled candidates, and Skills England research shows that manufacturing has one of the highest rates of skills-shortage vacancies across the economy. For firms who want to hire and invest in local skilled workers but face numerous challenges in doing so, the immigration system should be one part of the solution to accessing skilled labour.

2. It has become increasingly difficult for employers across the sector to hire those skilled workers. Rising costs and new restrictions, without adequate support for hiring and training workers from the UK, simply mean lower hiring and fewer jobs rather than a re-prioritisation of recruitment efforts towards the domestic workforce. The Government is right to recognise that there should be much closer alignment between immigration and skills policy, but this has not yet been achieved, meaning that a more restrictive approach to skilled migration only leaves businesses unable to bring in talent and grow.

3. Following the publication of the immigration white paper in 2025 and subsequent consultation on ‘earned settlement’, the Government has the opportunity to make progress on ensuring that policy on skilled migration is geared towards enabling businesses to hire the people they need and encouraging investment in training. We set out below how this can be achieved.

What manufacturers need from government
4. Accept the Migration Advisory Committee’s recommendations and include all six proposed advanced manufacturing occupations on the Temporary Shortage List. Make UK provided evidence to the MAC in support of including the six occupations on the TSL, which will enable manufacturers to hire critical skills currently in shortage – contributing to growth in industrial strategy sectors. To reflect the length of apprenticeship training in these occupations, the MAC and Government should immediately consider these occupations for inclusion on the TSL beyond the initial 18-month window.
5. Use the TSL and increased Immigration Skills Charge to provide additional support for apprenticeship training in shortage occupations. All of the advanced manufacturing occupations recommended for inclusion on the TSL are linked to level 3 apprenticeship standards which are under-funded. The TSL should be used to target increased funding for apprenticeship training in shortage occupations, funded by the additional revenue from the 33% increase in the Immigration Skills Charge announced in the 2025 immigration white paper.
6. Enable hiring in growth occupations and sectors, and address high employer costs, by retaining the existing approach to settlement. Proceeding with proposals for earned settlement is the wrong decision for manufacturing. A doubling of the baseline qualifying period for skilled workers to settle in the UK only makes it harder and more expensive for manufacturers to hire the skills they need to grow. To ensure the UK can attract skilled workers to growth sectors and employers can retain their valued staff, the Government should re-think proposals for ‘earned settlement’.

The current UK labour market for manufacturers
	Manufacturing workforce – the key facts
· There are 48,000 unfilled vacancies across manufacturing in the UK – around 42% are due to skills shortages
· More than half of manufacturers say that lack of skilled candidates is the main reason for not filling current vacancies
· Apprenticeship starts in engineering and manufacturing have declined by 40% in the last 10 years
· Skills England data indicates that an additional 148,000 skilled workers are needed in advanced manufacturing priority occupations by 2035
· 1 in 7 manufacturers identify immigration restrictions as a barrier to successful hiring












7. As of October 2026, there are 48,000 unfilled vacancies in UK manufacturing.[footnoteRef:1] The most recent Skills Needs Assessment for advanced manufacturing conducted by Skills England indicates that the sector has the third-highest rate across the economy of vacancies that cannot be filled due to skills shortages[footnoteRef:2] – supported by Make UK data which shows that a majority of manufacturers cite a lack of technical skills as the main barrier to successful hiring. [1:  VACS02: Vacancies by industry - Office for National Statistics]  [2:  Sector Skills Needs Assessment – Advanced Manufacturing] 

Chart 1: What have been your biggest barriers to recruitment in the last three months?[footnoteRef:3] [3:  Manufacturing HR Bulletin Q3 2026 | Make UK] 



8. Rising employment costs combined with the wider cost of doing business, changes to employment legislation and difficulties accessing the right training are constraining employers’ ability across the sector to recruit, retain and train the skilled workers they need – whether locally or from overseas.

Chart 2: To what extent were you successful in recruiting to fill vacancies?[footnoteRef:4] [4:  Ibid] 



Impact of recent changes to the points-based immigration system on manufacturers
9. Since the introduction of the current points-based immigration system following the UK’s exit from the EU in 2021, the skilled worker route has undergone a number of policy and regulatory changes. The cost of recruiting from overseas has increased significantly as successive governments have sought to disincentivise overseas hiring in favour of recruitment of and investment in domestic workers – namely through much higher salary thresholds, fees and charges.
10. In 2023, the decision to increase the general salary threshold from £26,200 to £38,700, and large increases to the Immigration Health Surcharge and costs of application and certificates of sponsorship, was a significant moment. This was accompanied by the abolition of the Shortage Occupation List with significantly restricted scope for salary discounts on hiring in job roles experiencing labour shortages. Following these changes taking effect in 2024, one in seven manufacturers identified these changes as a key barrier to successfully hiring the workers they need.[footnoteRef:5] For some roles previously on the Shortage Occupation List and subsequently removed, Make UK analysis in 2024 indicated that the cost of employing an overseas worker in an occupation previously on the SOL would be likely to almost double.[footnoteRef:6] [5:  Make UK Resilient Workforces member survey, April 2024]  [6:  Based on salary rates for welding trades, previously on the SOL – moving from 80% of the going rate salary to the threshold of £38,700, plus increases to fees and charges, took employment costs of a potential overseas candidate for a welding position in the UK from approx. £25k per year to approx. £46k per year.] 

11. The current government has taken a similar direction of travel. Following the immigration white paper published in 2025, the general salary threshold has further risen to £41,700 and the Immigration Skills Charge has been increased by 32% (taking it to £1,320 for large sponsors for the first 12 months, and £480 for small sponsors). The Immigration Salary List is replaced by the Temporary Shortage List (more detail below).
12. Most notably, there is still little clarity over the extent to which revenue from the Immigration Skills Charge is used to address employers’ ability to invest in training domestic workers, despite the white paper committing the Government to ringfencing the additional income from the 2025 increase to the skills system. 
13. Overall, the impact of changes to the system since 2021 have restricted manufacturers’ access to skilled workers from overseas while doing little, if anything, to actively support their ability to hire and train domestic workers. The result is that skills-shortage vacancies have risen, apprenticeship numbers remain 40% lower than a decade ago, and occupations that were in shortage at the last review of the Shortage Occupation List remain in high demand with too little access to the talent needed to fill vacancies.

Temporary Shortage List
Importance of the TSL to manufacturing
14. Following the publication of the immigration white paper in 2025, the Government has restricted eligibility for the skilled worker visa route to occupations classified at RQF Level 6 (i.e. graduate level) and above. This means that while manufacturers can continue to recruit from outside the UK for higher-level occupations such as professional engineering roles as previously, lower-level technician roles are now effectively excluded from overseas hiring.
15. The Temporary Shortage List (TSL) replaces the former Immigration Salary List (ISL), which in turn had replaced the former Shortage Occupation List (SOL). The common purpose of all three has been to identify occupations in domestic shortage and allow easements in the immigration and visa system to enable employers to hire skilled workers from outside the UK. The main support provided for by the TSL will be temporary qualification for the skilled worker visa route for overseas workers in occupations at RQF Levels 3, 4 and 5. An initial version of the TSL has existed alongside the ISL over recent months. Following the first review – concluded in July 2026 – temporary qualification for the TSL will last for 18 months; the duration following subsequent reviews will extend to three years.
16. Occupations included on the TSL must be crucial to the delivery of the industrial strategy and/or critical infrastructure, and be experiencing long-term labour and skills shortages. The Migration Advisory Committee’s stage 1 report of its first review of the TSL set out a broad range of advanced manufacturing occupations meeting these criteria – job roles deemed critical to growth in the sector and where skills shortages are a significant barrier to hiring, where overseas recruitment can ease staffing challenges over the short term.
17. In its stage 2 report published in July 2026, the MAC narrowed down this list to occupations where there is strong evidence of a critical shortage that can and should be addressed through the immigration system. It has rightly included a number of advanced manufacturing occupations in its list of recommendations for the Home Secretary for the next iteration of the TSL. These include the following:
a. Electrical and electronics technicians
b. Engineering technicians
c. Planning, process and production technicians
d. Sheet metal workers
e. Welding trades
f. Metal machining setters and setter-operators
18. Make UK made the case for the inclusion of these occupations on the TSL to allow manufacturers to continue to recruit from overseas to address critical shortages and enable their businesses to grow. For manufacturers, a decision from the Home Secretary to accept the MAC’s recommendations would be the difference between being able to recruit the skilled workers they need and continuing to struggle with skills shortages over the medium term. 
19. The Home Secretary should accept the MAC’s recommendations to enable higher recruitment, productivity and growth in advanced manufacturing.

Advanced Manufacturing Jobs Plan and future TSL revisions
20. A large part of the basis for the MAC including shortage occupations on the TSL relies on sectors, working with the Government, to produce a Jobs Plan which sets out industry actions to address domestic labour and skills shortages and ensure that TSL qualification is genuinely temporary. Make UK is working closely with the Department for Business, Innovation, Science and Technology (BIST) to develop the Advanced Manufacturing Jobs Plan, with the aim of achieving collaboration between industry, education and government to improve recruitment, retention and training of domestic workers.
21. Given the length and intensity of training required in these occupations – apprenticeship training typically lasts for three to four years – the TSL and wider immigration policy must account for the time and resource industry needs to commit to investing in the domestic pipeline of workers before imposing additional restrictions on hiring already skilled candidates from outside the UK. 
22. Following publication of the Jobs Plan, the Government must recognise the long-term nature of many of its ambitions for industry and their impact on the skilled workforce. the initial 18-month duration of the next iteration of the TSL will not be sufficient time for many of the actions from the Jobs Plan to have borne significant fruit. The proposed Advanced Manufacturing Skills and Workforce Council will be crucial in informing future decisions on the TSL and evaluating the impact of policy decisions on manufacturers’ ability to recruit and train domestic workers.
23. As full apprenticeship training in shortage occupations will in most cases take 3-4 years to achieve full competence, and actions from the Jobs Plan will take time to embed, we are unlikely to see a significant impact from the TSL within the first 18 months. We expect occupations to be included beyond this timeframe.

Closer links between the skills and immigration systems
24. Through the immigration white paper, the Government has taken positive steps towards better alignment between immigration and skills policy. If the Government’s continued aim is to reduce net migration, it is essential that skills policy is working in response to ensure that vacancies can be filled from the domestic labour market. In particular, it is encouraging that revenue from the 33% increase in the Immigration Skills Charge – while adding further costs onto manufacturers – has been committed to direct investment in the skills system.
25. Where the sector needs to see greater ambition from the Government is on apprenticeship funding. Make UK has long heard the challenges that both manufacturing employers and training providers face with funding shortfalls for key engineering and manufacturing apprenticeships, contributing to the 40% decline in starts over the last decade. We welcome the Skills Minister’s request for Skills England to review funding bands related to routes for young people – many of the relevant standards for shortage occupations are also key entry routes for young workers into the sector – but this needs to better reflect the needs of sectors like advanced manufacturing.
26. Many of the apprenticeship standards where manufacturers are struggling to access training, and providers struggling to deliver, are where funding cannot be increased due to the current £27,000 maximum funding band. They also relate directly to the occupations recommended for inclusion on the TSL:
a. Pipe welder (welding trades)
b. Plate welder (welding trades)
c. Metal fabricator (sheet metal worker)
d. Engineering technician
e. Machining technician (metal machining setter and setter-operator)
27. The Government should improve apprenticeship funding for occupations included on the TSL. Funded by the recently increased Immigration Skills Charge – from which the Government has already committed to protecting additional revenue to boost the skills system – the maximum funding band should be increased from £27,000 to £35,000, and shortage occupations in IS-8 sectors prioritised for review.

Earned settlement
Proposed changes
28. The Government’s November 2025 consultation on ‘earned settlement’ proposes a range of reforms to settlement status, also known as indefinite leave to remain, which will affect manufacturers’ recruitment, retention and workforce management. Crucially, the baseline qualifying period for skilled workers in sectors like manufacturing will double from five years to 10 years, including for workers already in the UK on a pathway to settlement. This can be extended or reduced based on a number of factors: extended as a result of accessing public funds, or working in a lower-skilled, lower-paid job role; or reduced based on undertaking voluntary work, or working in a higher-skilled, higher-paid role.
29. Much of the Government’s proposed approach rests on overseas workers providing a sustained economic (i.e. net fiscally positive) contribution to the UK. Manufacturers hire from overseas because they need immediate access to skilled workers where they cannot recruit from the domestic labour market. The significance of the economic contribution made by overseas workers employed in UK manufacturing, aside from those workers being employed in well-paid, high-quality, secure jobs, is that it is critical to delivering the Government’s industrial strategy and therefore economic growth in this country. It should not be reduced to calculations based on the relative impact of their earnings and any need to access public services or social security.
30. The decision in November 2026 to largely implement the model consulted on will reinforce the challenges already faced by manufacturers in the labour market by restricting recruitment of key skills without taking the necessary action to invest in domestic skills training. 
31. While it is welcome that workers employed in TSL occupations will no longer face a longer baseline qualifying period than other skilled workers, these changes still risk being counter-productive to the aims of the TSL by increasing employer costs and reducing the attractiveness of the UK to overseas skilled workers.
32. The Government should urgently re-think this approach to ensure that employers can still recruit in priority job roles with significant shortages of skilled labour.

Anticipated impact for manufacturers
33. Deepens the retention challenge. While labour turnover in manufacturing has generally reduced in recent years – particularly as a result of growing disincentives to hiring new workers – businesses still report some challenges in retaining skilled workers, who may not only leave the company but move into a different sector. When it comes to workers recruited from overseas, the proposed changes to settlement may lead to them deciding to leave the UK. Other English-speaking jurisdictions like Canada – noted by British manufacturers for both being more welcoming to overseas workers and holding engineering and manufacturing professions in greater esteem than the UK – are a potential destination for individuals and families who arrived with a different view of their pathway to settlement than the planned reforms would allow. UK employers face a potential drain of talent to other countries, compounding labour shortages and reducing the UK’s competitiveness in the global labour market.
34. Reduces employer investment in overseas skilled workers. Whether UK-born or hired from outside the country, manufacturers want to invest in the skills and wellbeing of their workers. Employers in the sector are increasing their investment in workforce health, offering a range of protections and benefits, and use apprenticeships and other, more flexible training to upskill and broaden the capability of workers. Protracted uncertainty over the long-term residential status of overseas workers risks reducing employers’ appetite to commit significant investment to workers where each of the individuals, their families and the employer should benefit. The limited model used to determine the net ‘economic contribution’ of overseas workers means that policy should encourage businesses to support workers’ health and wellbeing, in order to reduce their potential need to access the NHS or incapacity benefits. The Government’s proposed approach risks preventing business investment which could ultimately improve productivity.
35. Undermines the effectiveness of the TSL. As highlighted above, the rationale behind including the occupations which will be on the TSL is that they are critical to industrial strategy sectors, and addressing vacancies and retaining skills vital to securing economic growth. Yet the proposed changes to settlement would reduce the attractiveness of the UK as a destination for these workers. The TSL is rightly intended to enable flexibility for employers to bring in the skills they need where they cannot be recruited domestically in the short to medium term. Doubling the length of the current route to settlement for eligible workers will make the TSL less effective and will not help firms to fill critical vacancies.
36. Further increases in employment costs. The financial implication of a longer qualifying period for settlement is an equally longer period over which an employer sponsoring skilled worker visa must pay the fees and charges associated with this. At a time of rising costs, this will add a further burden to businesses where hiring from overseas is already an expensive way to recruit but necessary where candidates with the necessary skills and experience cannot be hired from the local labour market.

The case for keeping the current framework
37. Fairness to workers already in the UK and their employers. Above all of the financial and economic arguments in favour of retaining the current approach to settlement, manufacturers have explained to us the deep sense of unfairness they feel both as employers and on behalf of workers and their families from the proposed changes applying to people currently living and working in the UK who do not yet have indefinite leave to remain. They feel that the Government has ‘moved the goalposts’ and would like to see, at a minimum, transitional arrangements introduced along the same lines as for care and education workers which would mean longer settlement periods are not retrospectively applied to overseas workers currently employed in the UK.
38. Supporting attraction and retention of critical skills. The Government’s proposals risk making the UK a less competitive place compared to other similar countries in attracting the skilled workers needed in industrial strategy sectors like advanced manufacturing – leading to further constraints on both recruitment and retention of skills which may already be in shortage. Manufacturers have spoken passionately about wanting to retain, support and invest in their overseas workers, who are valued as both employees of the company and colleagues across their workforces. Government policy should support employer investment in the skills and wellbeing of these workers, helping them to make an increasingly productive contribution in critical sectors – reflecting the true economic input and value of those overseas workers.
39. Enabling the TSL to function effectively to bridge skills gaps. The TSL must enable skilled workers to be hired from overseas while there are pressing domestic shortages, giving industry enough time to take actions included in Jobs Plans to ensure that trained, competent workers can be recruited locally. It is harder for the TSL to fulfil this role if the qualifying period for settlement for eligible workers is significantly higher than currently, incurring higher costs for employers successfully filling urgent vacancies in their workforce and reducing the attractiveness of those employment opportunities in the UK for candidates.
40. The Government should retain the existing approach to settlement rather than introducing earned settlement. The decision to implement the plans as consulted on will harm the prospects of growth in UK manufacturing by deepening employers’ challenges in the labour market. If manufacturers are to recruit the skilled workers they need, the existing model should be kept.
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