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The Independent Commission for Aid Impact works to improve the quality of UK
development assistance through robust, independent scrutiny. We provide assurance

to the UK taxpayer by conducting independent reviews of the effectiveness and value for
money of UK aid.

We operate independently of government, reporting to Parliament, and our mandate
covers all UK official development assistance.

Individual review scores and what they mean

An adequate score means:
- Enough progress has been made in the right areas and in a sufficiently timely manner in
order to address the core concerns underpinning ICAl's recommendations.

An inadequate score results from one or more of the following three factors:

- Too little has been done to address ICAI's recommendations in core areas of concern
(the response is inadequate in scope).

- Actions have been taken, but they do not cover the main concerns we had when we
made the recommendations (the response is insufficiently relevant).

- Actions may be relevant, but implementation has been too slow and we are not able
to judge their effectiveness (the response is insufficiently implemented).
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Introduction

11 Every year the Independent Commission for Aid Impact (ICAI) returns to the reviews we published
in the previous year’s cycle to follow up on the steps the government has taken in response to our
recommendations. This process is a key link in the accountability chain, providing Parliament and the
public with an account of how well government departments have responded to ICAI reviews.

1.2 ICAl's rapid review of UK aid to refugees in the UK was published in March 2023 and looked at the UK’s
spending on ‘in-donor refugee costs’. These are particular costs associated with supporting refugees and
asylum seekers who arrive in a donor country which can be counted as official development assistance
(ODA) under international aid rules as established by the Development Assistance Committee (DAC) of
the Organisation for Economic Cooperation and Development (OECD). The rationale is that supporting
refugees with basic services and accommodation is a form of humanitarian assistance, wherever they are
located, and can therefore be reported as aid. The follow-up assessment of the government’s response
to ICAl’s six recommendations is presented below.

ICAI's March 2023 review of UK aid to refugees in the UK detailed how, in 2022, soaring costs
charged to the aid budget by the Home Office and other government departments to
support refugees and asylum seekers in the UK caused major disruption to the international
development programme managed by the Foreign, Commonwealth and Development
Office (FCDO). Because the UK, uniquely among major donors, sets a ceiling for its annual
aid budget (currently 0.5% of gross national income), more aid spent by the Home Office

in the UK means less available for FCDO to spend in developing countries. In 2022, in-donor
refugee costs took up almost one-third of the UK’s total aid budget. Since FCDO is the
“spender and saver of last resort” to ensure the aid spending commitment is met, the sharp
increase in the Home Office’s official development assistance (ODA) spending, mainly on
hotel accommodation for asylum seekers, forced FCDO to put its own programming on
hold, despite the risk to partnerships and the many people around the world who rely on UK
development and humanitarian aid. ICAl’s review also found that FCDO was hampered in its
financial planning due to the unpredictability of the Home Office’s ODA spend.

Returning to the topic a year later, ICAI’s follow-up shows that, far from reducing as costs of
Ukrainian and Afghan refugee schemes went down, in-donor refugee costs have continued
to increase, from £3.7 billion in 2022 to £4.3 billion in 2023. Again, hotel costs are the main
drivers of the increase, but other categories of spend, both by the Home Office and by
other departments, also remain very high. Despite various Home Office initiatives to move
away from hotel accommodation, almost exactly the same number of asylum seekers were
accommodated in hotels in December 2023 as in December 2022 (more than 45,700 people),
although the Home Office reported a drop in the first quarter of 2024. Value for money
concerns have not diminished: the per person per night costs are fluctuating but have not
reduced, while standards of support do not seem to have tangibly improved.

The introduction of some flexibility into the 0.5% aid commitment, better communication
from the Home Office to FCDO, and improved planning and risk management by FCDO
even in the context of some continuing unpredictability in the Home Office’s spend,

have played some role in helping FCDO cope better with the stresses created by in-donor
refugee costs. But the underlying factors wreaking havoc on FCDO’s development
partnerships and spending commitments in 2022 have not been tackled. The fact that
gross national income (GNI) for 2023 was considerably higher than forecast is one of two
significant factors in smoothing out the impact on FCDO, the other being an additional
£2.5 billion of ODA resources over 2022 and 2023 provided by the Treasury in response to
the unprecedented spend by the Home Office.




The UK government has not revisited its methodology for reporting in-donor refugee costs
with the aim of producing a more conservative approach. The UK appears to be taking a
maximalist approach to reporting in-donor refugee costs compared to most, if not all,

large donors — reporting anything that could possibly be reported according to ODA
eligibility rules. We also find that its pricing of certain costs remains opaque.

While we saw some improvements in how the Home Office manages its large-value asylum
accommodation and support contracts (AASC), value for money and safequarding concerns
continue. There are no signs yet that the Home Office has found a route out of short-term
crisis management towards longer-term solutions for asylum accommodation.

The lllegal Migration Act (IMA) is an important unknown piece in this puzzle: if it is fully
implemented, in-donor refugee costs will drop dramatically. Meanwhile, the current
situation for the cohorts of asylum seekers who arrived by irreqular routes (and therefore
would fall under the IMA) after 8 March 2023, when the lllegal Migration Bill was introduced
to Parliament, and after 20 July 2023, when it received royal assent and became an Act, is full
of contradictions. The Home Office has allowed this cohort of arrivals to enter the asylum
claims system and is reporting their accommodation costs as ODA, but it is not progressing
their applications as it is assumed that they will be deported. This approach is untenable as a
new backlog of cases in limbo is building up fast, at considerable human and financial cost.

In-donor refugee costs continued rising in absolute terms in 2023, to £4.3 billion or 28% of all UK ODA,
despite value for money risks and a lack of connection to the UK’s international development objectives

1.3 ICAl's review of UK aid to refugees in the UK found that the system of managing the aid spending target
means that the Home Office and other departments incur costs but FCDO in effect has to take the
financial hit. The Home Office is accountable to HM Treasury for its ODA spend, but it does not have
a set ODA budget for in-donor refugee costs. There is no limit to the ODA costs it incurs for the
accommodation of asylum seekers, and the effect of this spend is not felt elsewhere in the Home Office,
but by FCDO as “spender and saver of last resort”, severely affecting the latter’s ability to plan and execute
its international development programme. This creates perverse incentives and value for money risks.

14 Despite the absence of reference to the use of aid to pay for the costs of asylum seekers and refugees in
the UK in the 2022 International Development Strategy, this had become the largest category (‘bilateral
sector’) of ODA. In 2022, the UK spent £3.7 billion on in-donor refugee costs. This was 29% of all UK aid that
year. It was also a sharp rise from 2021, when in-donor refugee costs were £1.1 billion or 9% of all UK aid.

1.5 There is no mention of in-donor refugee costs as a priority in the 2023 White Paper on International
Development either,' but it is now clear that the rise in these costs continued in 2023, with £4.3 billion,
constituting 28% of all UK aid last year, used to cover in-donor refugee costs.? Figure 1 below shows the
trend in UK in-donor refugee costs since 2010.

1 International development in a contested world: ending extreme poverty and tackling climate change: a white paper on international development,
HM Government, November 2023, link.

2 The percentage is rounded up from 27.9%, as provided in: Statistics on International Development: Provisional UK aid spend 2023, Foreign, Commonwealth and
Development Office, 10 April 2023, p.6, link.
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Figure 1: UK spending on in-donor refugee costs, in absolute figures and in proportion to total
aid, from 2010 to 2023
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Source: OECD Query Wizard for International Development Statistics, Organisation for Economic Cooperation and Development, n.d., link
and Statistics on International Development: Provisional UK Aid Spend 2023, Foreign, Commonwealth and Development Office, link.

The Home Office’s use of hotel accommodation for asylum seekers continues to be the main driver of the rise
in in-donor refugee costs, but other departments have also increased their spend

1.6 The Home Office is responsible for more than two-thirds of all in-donor refugee costs: it reported an
estimated £2,937 million of ODA for 2023, mainly for asylum seeker accommodation (£2,489 million),
the vast majority of which covered hotel accommodation (which is very expensive compared to more
appropriate dispersed housing in the community).? The ODA spending is only part of the Home Office’s
hotel costs because costs are only eligible to be considered as ODA in the first 12 months: in October
2022, the department reported total spend (ODA and non-ODA) on hotels at £6.8 million per day.*

In October 2023, the Home Office reported this cost as £8 million per day, while in March 2024 the
department reported it as £8.2 million per day (see discussion under Recommendation 3).°

In a Supplementary Estimates Memorandum for 2023-24, provided by the Home Office in February 2024,
the department noted a further “£4 billion of funding provided to alleviate pressures within the asylum
system” and “£528.2 million to support the Afghanistan Resettlement Schemes”.®

1.7 Other government departments also have high levels of in-donor refugee costs in areas such as health,
primary education, housing and social benefits. In 2023, other government departments than the
Home Office reported a total of £1,251 million in-donor refugee costs, while £109 million of spending on
asylum seeker and refugee support by devolved administrations was also reported as ODA. We discuss
this spend in more detail under Recommendation 2 below, and Tables 1and 2 in that section provide,

3 For its original review, the Home Office provided ICAI with a breakdown of asylum accommodation cost into initial and contingency accommodation

(almost only hotels) and dispersed accommodation (flats and houses). ICAI asked for the same breakdown of the data for 2023 for this follow-up, but this was

not forthcoming. The Home Office explained that it is now using “a consolidated line to better reflect the current operational position”. This is, however,

a reduction in the transparency of the Home Office data, considering the importance for the overall UK aid budget of understanding how much of UK ODA is

spent on emergency accommodation for asylum seekers in general, and on hotels specifically.

UK aid to refugees in the UK, Independent Commission for Aid Impact, March 2023, paragraph 4.28, link.

The October 2023 figure of £8 million per day is from Annual report and accounts: 2022-2023, Home Office, September 2023, p. 75, link. The March 2024 figure

of £8.2 million per day is from 700th asylum hotel set to close next week: news story, Home Office, 20 March 2024, link.

6 Supplementary Estimates Memorandum (2023/24) for the Home Office, Home Office, 26 February 2024, link. See also the letter of clarification on the
supplementary estimates sent on 27 February 2024 from Permanent Secretary Matthew Rycroft to the Rt Hon Dame Diana Johnson and Dame Meg Hillier,
House of Commons, link. The Chair of the IDC, Sarah Champion, raised the committee’s concern over the Memorandum’s ODA spending estimates, in a letter
to the FCDO’s Permanent Secretary on 13 March 2024, link.
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respectively, a breakdown of in-donor refugee costs per department and within the Home Office’s
spending categories.

While disruptions to FCDO’s aid budget were eased in 2023, helped by unexpected high growth in GNI, many of
the underlying problems remain unresolved
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ICAI's original rapid review found that soaring in-donor refugee costs in 2022 caused major disruptions to
the UK aid programme. The scale and unpredictability of the spending on in-donor refugee costs caused
FCDO to ‘pause’ all ‘non-essential” ODA spending for four months.” Forward financial planning became,
in the words of Philip Barton, permanent under-secretary at FCDO, “incredibly difficult”, while the
Minister of State for Development and Africa Andrew Mitchell noted at the very end of the year that he
still did “not know what the full extent of the Home Office demands [on the 2022 aid budget] will be”.?
This dire situation was somewhat eased in November 2022, when in the Autumn Statement the government
allocated £2.5 billion additional ODA funding over two years (2022-23 and 2023-24). That additional funding,
combined with growth in GNI far beyond what was forecast by the Office for Budget Responsibility (OBR),
has led to a less severe effect in 2023 resulting from this large diversion of aid spending away from UK
development priorities.

The original review noted that the Home Office was facing a critical shortage of accommodation for
asylum seekers and refugees, leading to the widespread use of hotels — a trend that continued in 2023.
The review found that the short-term crisis-driven response and lack of planning for long-term solutions
were contributing to the spiralling of costs. ICAl also noted serious shortcomings in the Home Office’s
management of the large-value asylum accommodation and support contracts (AASC) and raised
concerns about the department’s insufficient oversight of safequarding, particularly in hotel settings.
These issues are discussed under Recommendation 3 below, which concludes that although new
initiatives such as the Large Sites Accommodation Programme and strengthening of the commercial
management team overseeing AASC took place in 2023, we did not see results from these in the form of
reduction of the Home Office’s reliance on hotel accommodation in 2023.

The first quarter of 2024 has seen the closure of up to 100 of the approximately 400 hotels used by the
Home Office in October 2023 According to a March 2024 Home Office announcement, around 36,000
asylum seekers were in hotel accommodation in March 2024, a decrease of around 10,000 since
December 2023.° However, the same announcement reported the cost of using hotels per day at

£8.2 million, which is higher than in October 2023 (£8 million)."

ICAI's original review made six recommendations. Unusually for ICAI reviews, the government rejected
two recommendations, both related to finding ways to lessen the negative impact of in-donor refugee
cost spending on the predictability, reliability and quality of FCDO’s ODA programme (Recommendations 1
and 2). For these recommendations, ICAl comments on their continued relevance since the original
review was published and discusses developments over the past year, but does not score the
government’s response.

We were told that the ‘pause’ applied to non-essential aid across government departments, but have only seen evidence of it being applied by FCDO.

Philip Barton’s statement is from: Oral evidence: Foreign, Commonwealth and Development Office’s annual report and accounts, HC 765, International
Development Committee, 18 October 2022, Q22, link. Minister Mitchell’s statement is from: International Development Committee: Oral evidence: Future of
UK aid, HC 148, International Development Committee, 6 December 2022, Q396, link.

The first 60 of the hotel closures were reported by the National Audit Office in its Investigation into asylum accommodation, HC 635, 20 March 2024,

National Audit Office, p. 4, link. The remaining 40 were announced by the Home Office on the same day: 100th asylum hotel set to close next week: news story,
Home Office, 20 March 2024, link.

The March figure is, unlike data for December 2023, not an official statistic and may be revised.

100th asylum hotel set to close next week: news story, Home Office, 20 March 2024, link.
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Government
response

Subject of recommendation

The government should consider introducing a cap on the proportion of the aid budget
that can be spent on in-donor refugee costs (as Sweden has proposed to do for 2023-24)

. . o . . , Rejected
or, alternatively, introduce a floor to FCDO’s aid spending, to avoid damage to the UK’s aid cjecte
objectives and reputation.

The UK should revisit its methodology for reporting in-donor refugee costs, as Iceland did, Rejected

with the aim of producing a more conservative approach to calculating and reporting costs.

The Home Office should strengthen its strategic and commercial management of the
asylum accommodation and support contracts, both individually and as a group, to drive Accepted
greater value for money.

The Home Office should consider resourcing activities by community-led organisations
and charities as sub-contractors in the asylum accommodation and support contracts for Accepted
dedicated activities to support newly arrived asylum seekers and refugees.

The government should ensure that ODA-funded in-donor refugee support is more

. o . . . Partiall
informed by humanitarian standards, and in particular that gender equality and acce teyd
safequarding principles are integral to all support services for refugees and asylum seekers. P
The Home Office should strengthen its learning and be more deliberate, urgent and Partially
transparent in how it addresses findings and recommendations from scrutiny reports. accepted

Recommendation 1: The government should consider introducing a cap on the proportion of the aid budget
that can be spent on in-donor refugee costs (as Sweden has proposed to do for 2023-24) or, alternatively,
introduce a floor to FCDO’s aid spending, to avoid damage to the UK’s aid objectives and reputation.

112 The government rejected ICAl's recommendation of a cap on in-donor refugee costs as a proportion of
total UK ODA or a floor to FCDO’s aid spending. The strong desire of the government to avoid a repeat
of what happened in 2022 meant, however, that in practice measures were taken that address some
of ICAI's concerns. These measures have been essential, considering that in-donor refugee costs have
increased significantly again in 2023, to an estimated £4.3 billion, up from £3.7 billion in 2022. However,
as the discussion in this section shows, a key reason why the impact of this spend was less severe than
in 2022 was that the UK’s GNI grew by more than had been forecast by the OBR, leading to a larger ODA
envelope for 2023 than planned for. It is important to note that some of the key factors causing the 2022
crisis in UK aid remain unchanged. The trend in UK in-donor refugee spend is illustrated in Figure 1above.

113 As Figure 1shows, although in-donor refugee costs have increased by £607 million from 2022 to 2023,
because of an increase in GNI (to which the UK’s aid target is pegged), they have slightly decreased as a
proportion of total UK aid. In 2023, according to FCDO’s provisional Statistics on International Development,
published on 10 April 2024, in-donor refugee costs constituted 28% of total UK aid in 2023.” It is highly
likely to have remained by far the largest sector of UK bilateral spend, and is significantly larger than
UK bilateral spend on humanitarian action, which was £888 million in 2023, down from £1,109 in 2022
(a decrease of 20%).

114 Most, but not all, of the increase in the past year comes from the Home Office’s spend, which was more
than £2.9 billion in 2023, up from £2.4 billion in 2022. Costs were also up for most other departments that
spend aid in this category. For instance, the Department for Work and Pensions (DWP) spent £249 million
on in-donor refugee costs in 2023 (up from £163 million in 2022). Spending decreased somewhat for the
Department for Levelling Up, Housing and Communities (DLUHC) and the Department for Education (DfE).

12 Statistics on International Development: Provisional UK aid spend 2023, Foreign, Commonwealth and Development Office, 10 April 2023, p.6, link.



https://assets.publishing.service.gov.uk/media/6616447ceb8a1bb45e05e352/Statistics-on-International-Development-Provisional-UK-Aid-Spend-2023.pdf

1.15

A breakdown of in-donor refugee costs across UK government departments is provided in Table 1
(which is found under paragraph 1.30), while changes in departmental spending from 2022 to 2023 are
discussed under Recommendation 2 below. The increase in the Home Office’s spending on asylum
accommodation is discussed under Recommendation 3.

A combination of measures have been taken since ICAI’s review that go some way towards addressing
the negative impact on the UK’s aid objectives and reputation that we described. These include:

+ Theintroduction of some flexibility into the UK government’s spending commitment. For 2022
and 2023, the commitment has been to spend around 0.5% of GNI, rather than hitting 0.5% exactly.
In 2022, the UK spent 0.51% of GNI on ODA, while in 2023, this was 0.58%, a more notable level of
flexibility.” It seems likely that flexibility will continue to be required, as it is crucial for FCDO’s ability to
manage future shocks from spikes in other departments’ in-donor refugee cost spending.

+ Improved cross-government communication on in-donor refugee costs and the implications of
this spend on the rest of the UK ODA programme, which facilitates risk management and planning.
In particular, there is a new high-level ODA board, co-chaired by the FCDO Minister of State for
Development and Africa and the Chief Secretary to the Treasury. The first meeting of this board
discussed in-donor refugee costs. There is stronger recognition and engagement at senior level in the
Home Office regarding the impact of its ODA spend on other departments and increased Home Office
resourcing of its ODA forecasting, as well as of its management of the asylum accommodation and
support contracts. The latter is discussed under Recommendation 3. There are also more frequent
FCDO-Home Office interactions at working level to manage in-donor refugee costs throughout the year.

+ The quality of the Home Office’s forecasting of its ODA spend on in-donor refugee costs has improved.
In hindsight, the middle estimate of the Home Office’s spending forecasts remained relatively stable
throughout 2023 and ended up being roughly correct, but the high level of uncertainty attached to
the forecasts, with a large range between the lower and higher estimate, meant that it was challenging
for FCDO to plan based on these middle estimates until towards the end of the calendar year when
the uncertainties started to recede. While the sharing of data has improved, FCDO is not aware of all
the assumptions underpinning the Home Office’s forecasting of in-donor refugee costs.

+ FCDO'’s risk management and planning has improved. This is linked to the general improvement in
FCDO'’s reporting and planning over the past year, including the resumption of forward spending
plans. In July 2023, FCDO published its annual report and accounts, which included planned ODA
allocations for 2023-24 and 2024-25, split by country.” It also published country development
partnership summaries, including indicative budgets for 2024-25.

« FCDOis using all the levers at its disposal to ‘push and pull’ funding between the calendar and financial
year to reach the spending target without going back on its development partnership commitments.

« This has been helped by the injection of £2.5 billion in additional funds over two financial years
provided by the chancellor in the 2022 Autumn Statement, which has helped to smooth FCDO’s
planning in 2023 when faced with a further increase in in-donor refugee costs to £4.3 billion.

« Since the ODA spending target is linked to GNI, the fact that GNI has increased well above what was
forecast has softened the impact on FCDQO's aid programming considerably.

116 These measures add up to a significant improvement from 2022, the most important of which is the

13
14

introduction of some flexibility into the ODA commitment. This is supported by FCDO’s return to regular
published forward planning. It is, however, crucial to recognise the role of the unexpected growth in

GNI well beyond the OBR forecast in allowing FCDO to protect its core development partnerships and
spending commitments in 2023. This means that more robust measures are still needed to address the
underlying factors that wreaked havoc on FCDO'’s development programme in 2022, since above-expected
GNI growth may not always come to the rescue.

Statistics on International Development: Provisional UK aid spend 2023, Foreign, Commonwealth and Development Office, 10 April 2023, p.6, link.
Annual report and accounts 2022-23, Foreign, Commonwealth and Development Office, July 2023, link.
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The number of asylum seekers arriving in high-income countries in Europe and North America continues
to be high, and it seems unlikely this will change in the near future, considering the many conflicts and
humanitarian crises that have led to very high levels of displacement across the world.” Planning needs to
keep this reality in mind. However, as discussed in ICAl’s review, the costs could be lessened dramatically
if the asylum processing backlog were to be reduced and a longer-term plan enabling dispersed
accommodation in the community were to be produced and implemented.

In addition, in the case of the UK, the largest uncertainty regarding how large its future in-donor
refugee costs will be is the Illegal Migration Act (IMA). The Act received royal assent on 20 July 2023 but
key aspects of it are not yet in force. ICAI's update on the IMA, published in September 2023, found that
the “effect of the Act, if implemented, would be that individuals arriving irregularly or ‘in breach of
immigration control’, as the Act states, are no longer entitled to protection by the UK as refugees or
asylum seekers. In ICAl's assessment, any spending on individuals who, due to their irreqular arrival,

are barred from receiving asylum in the UK, would therefore not meet the second of the OECD-DAC
clarifications on in-donor refugee costs — which describes an asylum seeker as ‘a person who has
applied for asylum and is awaiting a decision on status’.”™

For now, the Secretary of State’s duty to make arrangements to remove people who fall under the IMA is
not in force. The status of the cohort of asylum seekers who have arrived after 20 July 2023 by irregular
routes (and therefore would fall under the IMA) is not entirely clear. The situation is also unclear for
those who arrived between 8 March 2023, when the Illegal Migration Bill was introduced to Parliament,
and 20 July 2023, when it received royal assent and became an Act. They are hosted within the existing
asylum accommodation and support system (mainly hotels) and, for now, the Home Office considers its
accommodation and support costs for this group of asylum seekers to be eligible as in-donor refugee costs.
If the IMA is fully enacted, this would change and the UK’s in-donor refugee costs would drop dramatically.
If detention facilities are used before an asylum seeker is removed, this type of accommodation would
not be ODA-eligible. But even if not detained, if the IMA were to be fully in force, those who fall under its
provisions would be barred by law from receiving protection in the UK. Accommodation and support for
this group would then no longer be ODA-eligible as it is not protection-related.

There is already ambiguity around this question from the Home Office, in that the Home Office has
allowed asylum seekers arriving by irreqular means after 20 July 2023 to enter the asylum claims system
but is not progressing their applications. In ICAl’s view, this limbo state is untenable both from a
humanitarian perspective and from a financial one:

- Humanitarian imperative: Leaving people for months and potentially years living with profound
uncertainty about their future, most of whom (according to previous Home Office asylum statistics)”
would end up receiving refugee status in the UK if their claims were to be processed, is not in line with
humanitarian principles. If the IMA is not fully in force, asylum applications should be processed within a
reasonable timeframe, not left until an unknown future date at which time the Act may become enforced.

- Financial imperative: A new backlog of arrivals after the IMA was brought as a bill before Parliament
in March 2023 has been building up fast. More than 55,000 people arrived in the UK and entered the
asylum claims system between March and December 2023."® Most arrived irregularly, meaning that
their applications are in limbo due to the IMA. Most of these people have also entered the asylum
accommodation system while waiting indefinitely, staying mainly in costly hotel accommodation,
which is funded by ODA for the first 12 months. The decision to leave this growing number of asylum
seekers in limbo thus has a considerable financial cost, which is increasing by the day.

The UN High Commissioner for Refugees expects around 40 million refugees and asylum seekers around the world in 2024 (and a further 63 million internally
displaced people). See Global Appeal 2024, United Nations High Commissioner for Refugees, n.d., p. 6, link.

UK aid to refugees in the UK: ODA eligibility update, Independent Commission for Aid Impact, September 2023, link.

Grant rates fluctuate, and vary by nationality, but have been high since 2021. In the year ending December 2023, two-thirds of initial asylum decisions granted
“refugee status, humanitarian protection or alternative forms of leave” to asylum applicants. See National statistics: How many people do we grant protection to?,
published 29 February 2024, paragraph 6.2, link.

Press release — Response to the government’s latest statistics on the asylum backlog, British Red Cross, 29 February 2024, link.



https://reporting.unhcr.org/global-appeal-2024-6383
https://icai.independent.gov.uk/html-version/uk-aid-to-refugees-in-the-uk-oda-eligibility-update/
https://www.gov.uk/government/statistics/immigration-system-statistics-year-ending-december-2023/how-many-people-do-we-grant-protection-to
https://www.redcross.org.uk/about-us/news-and-media/media-centre/press-releases/response-to-migration-stats-february-2024

Recommendation 2: The UK should revisit its methodology for reporting in-donor refugee costs, as Iceland
did, with the aim of producing a more conservative approach to calculating and reporting costs.
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ICAl’'s original review urged the government to take a more conservative approach to reporting, as asked
for by the OECD-DAC in its clarification of the reporting rules.” ICAI did not argue in its review that the
costs included by the UK as in-donor refugee costs were ineligible to count as ODA. Instead we argued
that it was not necessary — or indeed “conservative” — for the government to do so. We note that the UK
had until 2010 taken the position within the DAC of being critical of the reporting category of ‘in-donor
refugee costs’. The government’s response to ICAl’s review was, in contrast to this earlier stance, that
everything that can be reported as in-donor refugee costs should be reported as such. This continues to
be the UK government position, as verified during this follow-up assessment.

ICAI's original review noted that almost all donors reporting their aid spending to the OECD increased their
in-donor refugee costs reported as ODA in 2022, due to a combination of high levels of asylum seeker
arrivals and the hosting of Ukrainian refugees, around four million of whom were hosted in EU countries
under an EU-wide temporary protection directive. However, as a proportion of its total ODA, the UK’s
in-donor refugee costs were twice as high as the OECD donor average (28.9% compared to a 14.4%
average).”

We do not yet have the OECD average for 2023, but expect the comparison to look similar to 2022.

The arrival of asylum seekers continues to be high not only in the UK, but across Europe and the US,
with levels in Europe similar to those of the previous spike in 2015-16. In the 27 countries of the EU,

1.1 million new asylum applications were lodged in 2023, with more than 330,000 new applications in
Germany, 167,000 in France and 162,000 in Spain.” In the UK, there were 84,425 new asylum applications
in 2023 (main applicants and dependants), which is slightly reduced from 2022, but remains at a higher
level than seen in two decades.? In addition, the number of Ukrainian refugees in both the UK and the
EU continued to rise in 2023, with 201,400 Ukrainian nationals registered on one of the UK’s tailor-made
humanitarian visa schemes as of March 2024, and 4.3 million Ukrainian refugees receiving temporary
protection in EU member states as of January 2024.%

A key reason for expecting UK in-donor refugee costs to continue to be proportionally higher than
the OECD average is the high cost of the Home Office’s hosting of many asylum seekers in hotels and
other expensive initial accommodation for prolonged periods of time. This will be discussed under
Recommendation 3 below. However, another reason is that the UK’s methodology for identifying,
calculating and reporting costs has not changed, and remains more expansive than it needs to be,

as noted in ICAl’s original report.

The government rejected ICAI's recommendation to revisit its methodology with the aim of producing a
more conservative approach. Its response to ICAI's recommendation noted that: “Since the introduction of
schemes such as the Afghanistan Citizen Resettlement Scheme and Ukraine Visa Schemes, all departments
reporting in-donor refugee costs have developed their methodologies to incorporate new costs in line
with the ODA rules. Details of the methodologies used by spending departments will be published [...]

in autumn 2023. This report will demonstrate that the methodology is fit for purpose while highlighting
areas for potential development.” The report was published in September 2023.2

We note that the objective of the September 2023 report was to demonstrate that the UK methodology
was fit for purpose, but not to assess whether it is taking a conservative approach to reporting, as asked
for by the OECD-DAC in its clarification of the reporting rules.

The DAC clarifications are explained in ICAI’s review: see UK aid to refugees in the UK, Independent Commission for Aid Impact, March 2023, Table 2, link.
They are also explained on the OECD DAC website, In-donor refugee costs in official development assistance (ODA), link.

Data from OECD: ODA levels in 2022 - preliminary data: Detailed summary note, OECD, 12 April 2023, link. See also: UK aid to refugees in the UK: April 2023
update on statistics for in-donor refugee costs, Independent Commission for Aid Impact, March and April 2023, paragraph 6.5, p. 35, link

Numbers are from European Union Agency for Asylum (EUAA) statistics from 28 Feb 2024. See Latest asylum trends 2023: Annual analysis, EUAA, February 2024, link.
Statistics from UK Home Office (not just main applicants) from 29 Feb 2024, Asylum and resettlement summary tables, year ending December 2023,

Table Asy_01b, accessed from link.

UK statistics, management data from March 2024, accessed on 9 March 2024, link. EU statistics: January 2024 (EU Eurostat), as published in Latest asylum
trends 2023: Annual analysis, European Union Agency for Asylum, February 2024 link.

The UK'’s official development assistance spend on in-donor refugee costs — Methodology report, Foreign, Commonwealth and Development Office,
September 2023, link.

The DAC clarifications are explained in ICAl’s review: see UK aid to refugees in the UK, Independent Commission for Aid Impact, March 2023, Table 2, link.
They are also explained on the OECD DAC website, In-donor refugee costs in official development assistance (ODA), link.



https://icai.independent.gov.uk/html-version/uk-aid-to-refugees-in-the-uk/#section-4
https://www.oecd.org/dac/financing-sustainable-development/refugee-costs-oda.htm
https://www.oecd.org/dac/financing-sustainable-development/ODA-2022-summary.pdf 
https://icai.independent.gov.uk/html-version/uk-aid-to-refugees-in-the-uk/
https://euaa.europa.eu/sites/default/files/publications/2024-02/EUAA_Latest_Asylum_Trends_.pdf
https://www.gov.uk/government/statistical-data-sets/immigration-system-statistics-data-tables#asylum-applications-decisions-and-resettlement
https://www.gov.uk/government/publications/ukraine-family-scheme-application-data/ukraine-family-scheme-and-ukraine-sponsorship-scheme-homes-for-ukraine-visa-data--2
https://euaa.europa.eu/sites/default/files/publications/2024-02/EUAA_Latest_Asylum_Trends_.pdf
https://assets.publishing.service.gov.uk/media/650297cc702634001389b7fc/ODA_methodology_report_-_UK_in-donor_refugee_costs.pdf
https://icai.independent.gov.uk/html-version/uk-aid-to-refugees-in-the-uk/#section-4
https://www.oecd.org/dac/financing-sustainable-development/refugee-costs-oda.htm
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At the same time, it remains unclear how the UK has priced some of its costs for certain categories of
spend. ICAl’s original review noted that the “UK government’s decision-making on what to include as
in-donor refugee costs and how to price it is opaque, which means that: (i) there is a need for better
monitoring; and (ii) it is currently difficult to assess if estimated costs are realistic and conservative”.
This has not changed. The September 2023 report on the UK methodology was not intended to shed
light on how components of in-donor refugee costs were priced and therefore did not address pricing
issues highlighted in ICAI's review (see paragraphs 1.31-1.38 for further discussion of this subject).

The combination of a maximalist approach to finding ODA-eligible spend to contribute to UK in-donor
refugee costs and the lack of transparency about decisions on how to price those costs means that the UK
approach to reporting in-donor refugee costs cannot be seen to be conservative. The UK is better than
many donors at providing a public account of how it calculates in-donor refugee costs, but the bar is low.

ICAI shares with the DAC, the body which makes the rules about the use of aid, the concern that the
reporting of significant amounts of in-donor refugee costs risks undermining the integrity of the concept
of ODA. ODA has as its primary aim the benefit of developing countries, but this type of spending is not
good value for aid money. The DAC has reiterated its concern since ICAl’s review was published, both in
general and in the specific case of the UK:

« The DAC mid-term peer review of the UK, published in March 2024, noted: “The International
Development Act (2002) continues to require that ODA must be ‘likely to contribute to a reduction in
poverty.” However, varied understanding of ODA eligibility among other ODA-spending departments,
implications of the merger [to form the FCDO in 2020] and capacity constraints has made delivering
on this challenging and the completeness and coherence of the United Kingdom’s statistical reporting
to the OECD has declined. Meeting the DAC’s commitment to take a conservative approach to
counting in-donor refugee costs and building understanding and capacity on ODA standards and
statistics will be important.”*

- Carsten Staur, the chair of the DAC, wrote after OECD data showed a trebling of in-donor refugee
costs among DAC donors from 2021 to 2022 that: “In-donor refugee costs are a challenge for donor
reporting, as various costs are incurred at different levels of government (state, region, municipality)
and in various public sector institutions. The OECD Development Cooperation Directorate (DCD) has
been working closely with member states to validate each country’s processes and encourage them to
share their models of calculation, to increase transparency and mutual accountability. The Secretariat
has also encouraged DAC members to be conservative, whenever they make their assessments —
not to overreport, but to act on the side of caution.” The DAC Chair noted that: “Even though these
costs can be reported as ODA, this does not mean that a country must do so”, and donors also have
the “option of deciding that such costs are additional to their planned development budgets”.?

Table 1 below shows the in-donor refugee cost spending in 2022 and 2023 per government department.
While the Home Office’s spend is primarily related to the accommodation and support it provides to
asylum seekers, many of the costs incurred by other government departments relate to the humanitarian
visa schemes for Ukrainian refugees and the Afghanistan Citizen Resettlement Scheme. All the costs
incurred by DLUHC are linked to the Homes for Ukraine scheme and include tariffs for local authorities
and thank-you payments to those hosting Ukrainian refugees in their homes.

Peer review: Mid-term review of the United Kingdom, DCD/DAC/AR(2024)3/17, Development Assistance Committee of the Organisation for Economic
Cooperation and Development, 4 March 2024, link. (Emphasis added.)
The elephant in the room: in-donor refugee costs, Carsten Staur, OECD Development Matters, 11 May 2023, link. (Emphasis added.)



https://one.oecd.org/document/DCD/DAC/AR(2024)3/17/en/pdf
https://oecd-development-matters.org/2023/05/11/the-elephant-in-the-room-in-donor-refugee-costs/

Table 1: UK in-donor refugee costs per government department, 2022 and 2023

DD Final ODA spend Provisional ODA
2022 spend 2023*
Home Office £2,382 million £2,937 million
Department for Levelling Up, Housing and Communities £524 million £466 million
Department for Health and Social Care £274 million £330 million
Department for Education £218 million £179 million
Department for Work and Pensions £163 million £249 million
Other in-donor refugee costs £109 million £109 million
HM Revenue & Customs £21 million £28 million
Total UK in-donor refugee costs £3,690 million £4,297 million

* Figures for 2023 are from the accompanying data tables to the Provisional Statistics on International Development, Foreign, Commonwealth and
Development Office, 10 April 2024, link.

1.31 The Homes for Ukraine scheme remains an example of the lack of transparency in determining
ODA-eligible costs. ICAI’s original review noted “the lack of information around the government
decision-making on what aspects of the Homes for Ukraine scheme should be classified as ODA and
at what funding level”. We find that the September 2023 methodology update does not address this
concern, but merely states that costs associated with Ukrainians on temporary protection visas are
ODA-eligible and that funding for “the provision of shelter and temporary subsistence” is eligible.
These statements are both true, but the issue at stake is how DLUHC arrived at the particular funding
level of 69% of tariffs to local authorities being classified as ODA and how it checked that indeed 69% of
funds were spent on ODA-eligible activities, considering the broad descriptions of how local authorities
may use the funding. The government decided to reduce the tariffs to local authorities from the original
£10,500 to £5,900 per person from January 2023, with 53% of the tariff ODA-eligible. But there is no
explanation in the September 2023 methodology report of the basis for the reduced figure. The report
states that “[s]Jubsequent and continued analysis of spend confirms expected usage and the proportion
of ODA eligibility applied” without any detail on why 69% of £10,500 or 53% of £5,900 would be a suitable
proportion allocated as ODA.%

1.32 Based on the September 2023 methodology report and the reported cost by UK government departments,
ICAl conducted a comparison with the published methodologies of a selection of other European donors.
The results of this analysis — caveated by the fact that none of the methodologies are detailed — is that
although the types and levels of cost reported by the UK can also be found in the reporting methodologies
of some or many of the other donors, few if any other donors with published methodologies report all of
these costs at the same level that the UK does.*

1.33  One example of this is the reporting of child benefit as ODA. HM Revenue & Customs, which spent
£28 million on in-donor refugee costs in 2023 (up from £21 million in 2022), has decided to count as ODA
child benefit for all Ukrainian and Afghan families who claim it for children of eligible age in the first 12
months. The September 2023 methodology report describes this as in line with the DAC clarification 4
(i) ‘Other’ category. This category describes all direct expenses for temporary sustenance (food, shelter
and training), and the list of ‘Other’ eligible activities are listed as:

28 ICAl was told too late for inclusion in this publication that more information on DLUHC’s methodology will be made available to us, and we will assess this when received.
29 Not all donors have published their methodology on the OECD website. Of those that did, ICAl selected a range of European donors with significant
aid programmes and/or asylum and refugee populations for its comparison: France, Greece, Iceland, Ireland, Italy, the Netherlands, Spain, Sweden and
Switzerland. We did not include Germany, since the German government has not published its methodology. Links to the methodologies can be found
on the OECD website, link.
30 Note that the comparison is made with other DAC members’ published methodologies, which are mainly from 2019-20. Some may have made unpublished
changes to their methodology since.



https://assets.publishing.service.gov.uk/media/6616447ceb8a1bb45e05e352/Statistics-on-International-Development-Provisional-UK-Aid-Spend-2023.pdf 
https://www.oecd.org/dac/financing-sustainable-development/refugee-costs-oda.htm

« Basic health care and psycho-social support for persons with specific needs such as unaccompanied
minors, persons with disabilities, survivors of violence and torture.

« Cash ‘pocket money’ to cover subsistence costs.

« Assistance in the asylum procedure: translation of documents, legal and administrative counselling,
interpretation services.”

1.34 The DAC clarifications do not mention child benefit, but it is clear from the above that if needed to cover
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subsistence costs, child benefit could be eligible. It is not clear, however, that the determination of

100% of child benefit for Ukrainian refugees who claim it can be characterised as a conservative approach
to reporting in-donor refugee costs. First, a look at the published methodologies of other donors

shows that only one other donor, Iceland, includes child benefit among its eligible costs. No other

donor mentions child benefit and Italy’s methodology states that “[c]osts related to services available

to all citizens are not included”. Second, while many Ukrainian refugees in the UK are in need of basic
subsistence support, others are not. A survey by the Office for National Statistics from April 2023 of
3,500 respondents among visa holders under the Ukraine Family Scheme and Ukraine Sponsorship Scheme
(Homes for Ukraine), showed that 61% of respondents were employed or self-employed,* and many

of these will be paying taxes and national insurance contributions. If ODA allocations should focus on
those most in need, considering the humanitarian nature of in-donor refugee costs, it would have been

a more conservative approach to charge a percentage of, rather than all, costs related to child benefit for
Ukrainian refugees in the UK as ODA.

There are various items counted by the UK as in-donor refugee costs that some or many other donors

do not count as such.® For instance, Austria, Greece, Iceland and the Netherlands do not include
administrative costs at all, while the Home Office alone charged £75 million in administration and
management costs to the ODA budget in 2023 (up from £67 million in 2022). Social housing — as contrasted
with the initial accommodation provided when asylum seekers first arrive in the country — is not included
in ODA by the Netherlands, while Sweden stopped including compensations to local authorities for their
refugee resettlement costs in its reporting of in-donor refugee costs from 2020 onwards. France and
Spain do not include primary schooling as in-donor refugee costs.

Some donors have decided either to cap how much of their ODA budget can be spent on in-donor
refugee costs or to report this cost separately from and additional to their ordinary aid budget - thus not
cutting other aid in order to spend on in-donor refugee costs.*

To conclude, ICAI disagrees with the UK government that a ‘conservative approach’ to reporting and
counting in-donor refugee costs is compatible with an approach that seeks out and includes every type
of cost that can be deemed to be ODA-eligible. We see this as a maximalist approach — and one that
differs from those of other major donors — based on a misunderstanding of the intention behind the DAC
clarifications on reporting in-donor refugee costs. The effect of this maximalist approach is that a large
proportion of UK aid, 28% of all ODA in 2023, is spent in a manner that is not good value for money nor

in line with UK international development strategic priorities. As a result, such a maximalist approach
undermines the integrity of the ODA concept, which is about supporting development and reducing
poverty in developing countries. The DAC clarifications were written with the aim in mind of protecting
the integrity of the ODA concept.

DAC has published its clarifications. See Clarifications to the statistical reporting directives on in-donor refugee costs, DCD/DAC(2017)35/FINAL,

Organisation for Economic Cooperation and Development, 31 October 2017, link.

See Ukrainian migration to the UK, Briefing, Peter W. Walsh and Madeleine Sumption, Migration Observatory, University of Oxford, 8 August 2023, link.

The Office for National Statistics survey from April 2023 can be found here, link.

We also looked at the methodologies of some smaller donors that have been affected by asylum and refugee influxes. Poland does not have a published
methodology, but Czechia, Hungary and Slovenia are the only Eastern European countries that do. Of these three, Czechia’s methodology does not count
healthcare, education or social security costs as ODA. It notes that it does not have the statistical facilities to separate out asylum seekers and refugees so
therefore does not report any cost as ODA. Hungary detains most asylum seekers so has few ODA-eligible costs, and does not include social security in its
methodology. Slovenia’s methodology only reports costs related to accommodation and services in its asylum centres — no child benefit or social security.

As mentioned in ICAl's original review, Sweden decided to cap the amount of ODA counted as in-donor refugee costs. Austria and Germany reported in-donor
refugee costs as additional in 2022, so that they did not have a negative effect on other budgeted ODA programmes. We do not yet know how other donors have
reported in-donor refugee costs for 2023. See The elephant in the room: in-donor refugee costs, Carsten Staur, OECD Development Matters, 11 May 2023, link.



https://one.oecd.org/document/DCD/DAC(2017)35/FINAL/en/pdf
https://migrationobservatory.ox.ac.uk/resources/briefings/ukrainian-migration-to-the-uk/
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration/bulletins/visaholdersenteringtheukundertheukrainehumanitarianschemes/27februaryto13march2023
https://oecd-development-matters.org/2023/05/11/the-elephant-in-the-room-in-donor-refugee-costs/

1.38 Itis regrettable that the UK government did not use the opportunity of its September 2023 methodology
review to interrogate the reasoning around pricing and the premisses for decisions on what costs to
include as in-donor refugee costs. Instead, the report concluded (as had been indicated in advance in the
government response to ICAI) that ODA eligibility standards were adhered to and that the methodologies
used by departments were fit for purpose. This was a missed opportunity to draw the UK approach closer
to the DAC donor average and in doing so to help protect the integrity of the ODA concept.

Recommendation 3: The Home Office should strengthen its strategic and commercial management of the asylum
accommodation and support contracts, both individually and as a group, to drive greater value for money.

1.39 ICAl’'s original review found that the Home Office had not effectively overseen the value for money
of its large-value asylum accommodation and support contracts (AASC). It lacked monitoring data
and up-to-date key performance indicators (KPIs) that would have enabled it to compare the cost
effectiveness of different suppliers and identify scope for improvement. The Home Office accepted
ICAI's recommendation and noted that it was in line with the department’s own plans for improvements
on capacity and capability, value for money, and performance management and the AASC KPIs.

140 Coming back to this recommendation, there has been progress on some of ICAl’s problem statements
related to the commercial management of the AASC contracts. Two overarching problems remain,
however, unchanged. First, efforts to move away from hotel accommodation have not yet led to reduced
spending in this area. A recent investigation by the National Audit Office (NAO) showed that the cost
of hotels per person per night fluctuates, ranging between £127 and £148, and that the Home Office
expected to spend around £3.1 billion on hotels in the financial year 2023-24, up from £2.3 billion in
2022-23.% Second, AASC, which was never meant to be used for, and is unsuitable for, procuring hotel
accommodation on a large scale, continues to be used for this purpose, and the KPIs for these contracts
have not changed to address this very different set of requirements since ICAl’s original review.*

141 A breakdown of the Home Office’s in-donor refugee costs for 2023 compared to 2022 can be found
in Table 2 below. We were not able to provide exactly the same categories of spend for the two years
because the Home Office did not provide disaggregated costs according to type of accommodation
in 2023 as requested. We therefore do not have exact ODA costs for hotel accommodation for 2023.
However, combining what we know about the cost per person in hotels and the statistics on asylum
seekers hosted in hotels in 2023, it is clear that most of the Home Office’s ODA cost on accommodation
in 2023, as in 2022, was on hotels.

Table 2: The Home Office’s in-donor refugee costs per activity or scheme, 2022, 2023

Estimated
Home Office activity or scheme ODA spend 2022 stimate

ODA spend 2023

Initial accommodation through Asylum Accommodation

and Support Contracts (AASC), including hotels and £1,860 million
other contingency accommodation £2 489 million
Asylum support, providing dispersed accommodation -
N £110 million

and cash support to adults and families
Asylum seeker travel, such as when moving to new - -

¥ . . g. £10 million £19 million
accommodation or to attend asylum interviews
Support for unaccompanied asylum-seeking children £130 million £266 million

35 Investigation into asylum accommodation, HC 635, 20 March 2024, National Audit Office, p. 14, link. The Home Office announced the closure of 100 hotels in

March 2024, and a reduction in the number of asylum seekers hosted in hotels, but the cost of the use of hotels per day had nevertheless increased rather than
reduced since October 2023. ICAl is not able to assess what factors led to this increase in daily hotel cost at the same time as the usage of hotels was reduced.
See 100th asylum hotel set to close next week: news story, Home Office, 20 March 2024, link.

36 ICAl was told by the Home Office in April 2024 that some amendments had been made to the KPIs via change control notices, but we were not shown the
amendments and have received no indication that they were relevant to the issues raised by ICAl in its March 2023 review.



https://www.nao.org.uk/wp-content/uploads/2024/03/investigation-into-asylum-accommodation.pdf
https://www.gov.uk/government/news/100th-asylum-hotel-set-to-close-next-week

Estimated
ODA spend 2023

Home Office activity or scheme ODA spend 2022

Children’s Panel, which advises and assists

unaccompanied children through the asylum process 2 o Elutien
Afghan Citizens Resettlement Scheme (ACRS) £180 million £40 million
UK Resettlement Scheme (UKRS) £8 million £26 million
Modern Slavery Victims Care Contract (MSVCC) £12 million £20 million
Administration costs, such as staff costs for processing
applications for asylum support, assessing accommodation -

. , >, £17 million
needs and managing contractors’ provision of
accommodation £75 million

Management and contracted services, the Advice,
Issue Reporting and Eligibility contract (AIRE) and fees £50 million
to AASC providers and cash card providers

Total spend (estimate for 2023) £2,380 million £2,937 million

There have been some improvements in the commercial management of asylum accommodation and
support contracts

142 Improvements found in the commercial management of the AASC contracts include: contract
management; resourcing of the commercial team; data management and usage; and cost management.
It should however be noted that many of these are very recent changes, the fruits of which are yet to be
seen or verified.

143 Contract management: ICAl’s original review noted that there were no contract management or
contract contingency plans in place for the AASC contracts, despite their high value. These are now
in place and are of suitable quality. This is a considerable improvement that will help the contract
management team navigate uncertainties and contextual changes, such as in asylum seeker arrivals.

1.44 Resourcing of the commercial team: ICAI’s original review found that the commercial team managing
the AASC contracts was under-resourced and that the contract management skills and qualifications
of the team were not equal to the value and complexity of the contracts. Furthermore, the operational
teams managing the AASC contracts were too thin on the ground to move away from a purely reactive
mode in response to crises. Since then, there has been substantial progress on contract management
staffing. The commercial team has recruited two colleagues with extensive contract management skills
and experience, and has as a result of stronger team capacity felt able to start thinking and planning
more strategically, and negotiate more effectively with the contract holders. The challenge is to ensure
that the commercial team retains adequate resources over time, since the new recruitments are on
contracts rather than permanent staff. The commercial team is in the process of presenting a resource
paper for approval to recruit much needed permanent members of staff. This recruitment will be crucial
for continuing the improvements in contract management and moving away from what is still mainly a
crisis handling mode. As one Home Office interviewee noted, “it is demanding to be in the middle of the
news all the time”.

145 There is also, since ICAl’s review, a dedicated post holder supporting “Project Maximise”, which is focused
on improving occupancy rates in the hotels contracted for asylum accommodation. The commercial
team told us that this post has led to significant savings and freed up other staff to concentrate on
other operational matters. However, this is not yet reflected in cost figures, since hotel costs for asylum
accommodation were reported by the Home Office in October 2023 to be £8 million per night.”

37 Annual report and accounts, 2022-2023, Home Office, p. 75, link.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1185849/Home_Office_Annual_Report_and_Accounts_22-23.pdf

146 Data management and usage: The commercial team has adopted a more strategic approach to the
gathering and use of data, and told ICAI that this has had direct impact on the value for money of the
AASC contracts. The commercial team spent time in the first half of 2023 gathering appropriate data in
order to establish the true costs of services. Once the cost analysis was done, cost models were put in
place in preparation for negotiations with the contract holders. The more robust data source has enabled
better-evidenced negotiations with contract holders and better-informed review of invoices. This has,
ICAl was told, also led to clawback of costs.

Any cost savings from various initiatives and measures cannot yet be verified, and many of the unit costs
quoted to ICAI for 2023 are higher than those provided for 2022

147 Cost reductions: The government update on progress stated that “Project Maximise has now hit its
target, increasing the number of CA [contingency accommodation] bedspaces by 9,200. This has
avoided the need for 72 average sized hotels. In financial terms, this work has already delivered £59m
in cost avoidance since April 2023, and is currently delivering an equivalent of £237m in annual cost
avoidance for the taxpayer”. The commercial team confirmed in an interview that the combination of
improving hotel occupancy rates and closer management of the AASC contracts, including the cost
analysis, had saved the Home Office around £300 million, and an additional written update to ICAIl noted
that Project Maximise had delivered 10,800 bedspaces in hotels by the end of December 2023.

1.48 ICAl was not able to verify these claims on cost savings. As the Home Office itself emphasises, the cost of
hotel accommodation per person per night fluctuates widely as different hotels are stood up or closed
down. Different teams also seem to operate with different numbers. For ICAl’s original review, we were
given an average per person per night cost of £120 in March 2023, which was significantly lower than
the figure we had first been given during evidence gathering in 2022. For this follow-up, we were told
that the cost per person per night had reduced from £165 in 2022 to £139 in December 2023, but that
costs fluctuated widely. In a February 2024 letter to the chair of the House of Commons’ Home Affairs
Committee, the Home Secretary stated that “the latest running costs for the Bibby Stockholm [barge] are
£120 per person per night, compared with the latest average hotel cost of £140 per person per night”.*®

149 The number of asylum seekers living in hotel contingency accommodation has remained steady.
According to Home Office statistics, there were 45,775 asylum seekers living in hotels at the end of
December 2022 and 45,768 in December 2023. Numbers fluctuated somewhat in the months in between.®
The statistics show that work on finding alternative, and more cost-effective, large sites for asylum
accommodation has not yet led to noticeable shifts in accommodation patterns: in December 2023,
there were 2,010 asylum seekers in other contingency accommodation than hotels, such as large sites, up
from 1,945 in December 2022.

1.50 There has also been little shift in the use of dispersed accommodation (usually flats or houses):
in December 2023, 56,489 asylum seekers were housed in dispersed accommodation, up from 56,143 in
December 2023. The figures, in other words, remain stubbornly steady. A new dispersed accommodation
property board has been up and running since October 2023, with the objective of matching available
property from landlords and their agents with the Home Office’s needs, and an emphasis on larger-scale
properties such as blocks of flats. Service providers bring proposed properties to the board. The prices
for these are estimated at around £40-50 per person per night, a significant saving on hotel prices
(although still considerably higher than the dispersed accommodation costs quoted by the Home Office
to ICAI for our original review, which was £18 per person per night).*® Such accommodation would also
have the added benefit of asylum seekers living among the community rather than isolated in hotels.

1.51 However, the board is new, and was described as “still finding our feet in terms of the process”. ICAl was
told that there had been a few approvals, and that suppliers were using the board and sending submissions.
The board first checks if the proposed accommodation is in an area where there is a need, and not
over-subscribed. The submission is then sent to the commercial team for a value for money assessment.
ICAl heard from other stakeholders that the process for finding new properties remains cumbersome.

38 Letter from Rt Hon James Cleverly MP Home Secretary to Rt Hon Dame Diana Johnson, Chair Home Afffairs Select Committee, Home Office, 28 February 2024, link.
39 Asylum seekers in receipt of support detailed datasets, year ending December 2023, Table Asy_DO9, Home Office, link.
40 UK aid to refugees in the UK, Independent Commission for Aid Impact, March 2023, paragraph 4.28, link.



https://committees.parliament.uk/publications/43622/documents/216700/default/
https://www.gov.uk/government/statistical-data-sets/immigration-system-statistics-data-tables#asylum-and-resettlement-local-authority-data
https://icai.independent.gov.uk/html-version/uk-aid-to-refugees-in-the-uk/#section-6

The key performance indicators for the asylum accommodation and support contracts have not yet been updated,
but there are plans to do so in 2024

1.52

KPls: There has not yet been any progress on the aspect of ICAI's recommendation related to reviewing
and updating the AASC KPIs.* There is still a perception within the Home Office that the AASC contracts
do not require review or updates. However, the commercial team does recognise that it is good practice
to review KPls on at least an annual basis. Now that more appropriately qualified staff are in place, ICAlI was
told that there are plans for this crucial element to be addressed early in 2024, to ensure that all KPIs are
fit for purpose and enable incentivisation.

Conclusion on Recommendation 3

1.53

While contract management improvements and cost saving measures have been made, impact on overall
asylum accommodation costs is not yet discernible. The AASC KPIs have not yet been updated to address
ICAI's concerns. The amounts spent on hotel accommodation for asylum seekers has continued to grow,
regardless of the Home Office closure of up to 100 hotels between October 2023 and March 2024. ICAI has
not had access to more detailed financial information to enable us to assess why the daily cost of hotels
has increased in that same period; indeed, the ODA data received from the Home Office for 2023 were
less detailed than those provided for 2022, and did not break the spending figures down into contingency,
initial and dispersed accommodation. The response as a whole is therefore judged to be inadequate.

Recommendation 4: The Home Office should consider resourcing activities by community-led organisations
and charities as sub-contractors in the asylum accommodation and support contracts for dedicated
activities to support newly arrived asylum seekers and refugees.

1.54

1.55

1.56

41

ICAI's original review found that the inclusion of the Advice, Issue Reporting and Eligibility (AIRE)
contract managed by a non-governmental organisation alongside the AASC private contractors had
been an improvement from the previous COMPASS contracts for asylum accommodation, but noted that
there was no other public funding for voluntary organisations to provide asylum seekers and refugees
with information and support. The asylum accommodation and support system relies too heavily on
organisations and individuals going ‘above and beyond’ to provide adequate services. ICAl saw the
difference this could make when we inspected hotels hosting Afghan refugees who had arrived as part of
the better-resourced Afghan Citizen Resettlement Scheme and Afghan Relocation and Assistance Policy:
in one hotel a local women’s charity made a big difference to addressing the needs of women and girls.

The Home Office accepted this recommendation, and noted that community-led organisations and
charities make a highly valued contribution in supporting asylum seekers. The department’s update

on progress on this recommendation stated that: “The Home Office also provides grant funding to
voluntary sector organisations, including an Asylum Seeker Therapeutic Support Grant to Barnardo’s. [...]
Accommodation providers routinely engage with local stakeholders to establish Multi-Agency Forums
(meetings created to discuss issues arising in contingency accommodation in a particular setting) and
link into existing Voluntary Community Sector (VCS) groups and faith sectors to offer additional nuanced
support to service users, whilst considering local VCS infrastructure.”

However, beyond this update on existing activities, ICAl did not receive any further information
suggesting plans by the Home Office to make financial resources more available for community-led
organisations and charities to support newly arrived asylum seekers and refugees. Documentation

and an interview regarding the pilot Refugee Transitions Outcomes Fund (RTOF) programme provided
interesting insights into the Social Impact Bond model of funding. This is an outcomes-based
commissioning model, where the Home Office pays for outcomes verified and delivered by providers.
Upfront capital to fund services is paid by social investors, who get back their money through the
delivery of outcomes. The RTOF pilot was focused on integration support for refugees recently
recognised through the asylum system, and was therefore not in scope for ICAI, since integration is not
an ODA-eligible activity.

ICAl was told by the Home Office in April 2024 that some amendments to the KPIs had been made through change control notices, but interview evidence
suggests that significant changes relevant to ICAI’s problem statements have not yet been made.




1.57 ICAl's own evidence gathering in 2022 as well as 2023 reporting from the Independent Chief Inspector
of Borders and Immigration (ICIBI) show that prolonged stays in contingency accommodation, often
in isolated areas and in a state of enforced idleness, is detrimental to wellbeing and health, and can
exacerbate mental health problems.* This can make integration more difficult for the many who in due
course receive refugee status in the UK. Having not seen new initiatives or plans in this area, ICAI finds
the response to its recommendation to be inadequate.

Recommendation 5: The government should ensure that ODA-funded in-donor refugee support is more
informed by humanitarian standards, and in particular that gender equality and safeguarding principles are
integral to all support services for refugees and asylum seekers.

1.58 During evidence gathering for the original review, ICAl heard about many safequarding concerns from a
wide range of stakeholders. Refugees and asylum seekers in hotel accommodation - particularly women
and girls — face significant risks, especially of gender-based violence and harassment. The review concluded
that humanitarian standards were not incorporated into objectives for how activities funded as in-donor
refugee support are delivered in the UK, even though it is classified as a form of humanitarian aid.
Gender-sensitive approaches were not mainstreamed across support services for refugees and asylum
seekers, despite the different needs and experiences of refugee and asylum-seeking men and women.
The review found that practice around ensuring safequarding and gender equality within the AASC
contracts and the Afghanistan resettlement schemes was inadequate and that there was insufficient
oversight from the Home Office of contractors’ approach to and training of staff in safeguarding.

1.59 The Home Office partially accepted this recommendation, but did not offer plans for improvement in its
government response. In the November 2023 update on progress in response to ICAl’s follow-up review,
a brief account of relevant activities was provided without accompanying documentation. Of the actions
taken in response to the review, most important is the increase in human resources in the safequarding
hub, with around 16-17 new staff recruited. In interviews, we were told that the extra recruitment was
partly to address safequarding concerns around children in hotels. The safeguarding caseload was
also changing as many of the ‘legacy backlog’ of asylum applications from before 28 June 2022 have
been processed in the last year, with many vulnerable people in the safequarding hub’s caseload finally
receiving refugee status and moving out of the Home Office system. Meanwhile a new caseload is
building up of asylum seekers who have arrived in the UK by irregular means whose claims are not being
processed or progressed due to the lllegal Migration Act (IMA) and who are therefore currently in a state
of limbo (see discussion of the IMA under Recommendation 2 above).

1.60 Atraining programme has been started for senior managers and policy leads on trauma-informed
practice. An organisation of clinical psychologists conducted an initial assessment to understand
how trauma-informed the Home Office’s asylum system is, in terms of how it shapes its messaging
and interacts with service users. ICAl did not see the report or recommendations resulting from this
assessment, but was told that the next stage is to design a training programme which will be delivered
at three levels: trauma-aware, trauma-informed (enhanced training and awareness for those with more
direct contact with asylum seekers) and trauma-enhanced (delivered to people who are regularly in
contact with asylum seekers, as well as to senior managers). The trauma-aware training has just started,
while the next two levels will be rolled out over the next two years. The aim is to embed a culture change,
with all staff trauma-informed and trauma-aware.

42 For instance, in a 2023 report, the ICIBI noted: “Inspectors spoke to families who had been resident in contingency [hotel] accommodation for periods
ranging from one month to over 12 months. The impact on general wellbeing and levels of anxiety for adults and children living in the hotels was evident.
This was particularly acute for those accommodated over longer periods of time and those with existing mental health conditions and physical disabilities.”
An inspection of contingency asylum accommodation for families with children in Northern Ireland, May-June 2023, Independent Chief Inspector of Borders
and Immigration, February 2024, para. 5.4, link. An earlier 2022 report confirmed this: “Senior accommodation provider managers echoed this view [asylum
seekers noting that ‘being in a hotel is not normal life’]. One told inspectors that the mental health of service users was being affected by the long stays in
hotels. Another told inspectors that their first concern was the appropriateness of hotels for long-term use, adding that ‘they are not suitable for more than
three months, especially for families’.” An inspection of contingency asylum accommodation, May 2021-November 2021, Independent Chief Inspector of
Borders and Immigration, May 2022, paragraph 9.29, link.



https://assets.publishing.service.gov.uk/media/65e0786f7bc329001ab8c192/An_inspection_of_contingency_asylum_accommodation_for_families_with_children_in_Northern_Ireland__May_to_June_2023.pdf
https://assets.publishing.service.gov.uk/media/63f365308fa8f5612c4f5341/An_inspection_of_contingency_asylum_accommodation.pdf
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1.64

1.65

This is a positive development, although we would have liked to see the rollout of the training happen
more quickly. But more importantly, there is no change as yet in the oversight function the Home Office
has over the safequarding training and standards of contractors and hotel staff and management.

ICAl was told again that service providers “are arm’s-length organisations, they are responsible for their
own learning in this area”.

ICAl's review had found that levels of training varied and were not sufficiently overseen by the Home
Office, a conclusion also reached in an earlier report from ICIBI.** In a subsequent (May-June 2023)
inspection report from ICIBI, belatedly published by the Home Office on 29 February 2024, the Chief
Inspector noted that “worryingly, the inspection found that basic clearances and training for some
contractor staff had not been undertaken, resulting in a number of staff working with children and
vulnerable adults for many months in hotels who had not undergone checks or training”. The report’s
first recommendation was for the Home Office to “clarify the respective safeguarding responsibilities of
all agencies, including contractors and subcontractors, involved in supporting asylum-seeking families
with children in contingency accommodation and communicate this to stakeholders”.**

Another ICIBl inspection report, focused on unaccompanied child asylum seekers, also belatedly
published on 29 February 2024, noted improvements from its previous inspection but concluded on
training that: “However, the Home Office acknowledges that this record [of training of all staff in hotels]
is not up to date, and as the document does not include staff employed by the hotel or security staff,
the department does not have a complete record of each person’s safeguarding training”.*

The Home Office safegquarding team told ICAI that work is taking place to develop training courses and
packages that service providers can replicate or feed into, but this is at an early stage. The safequarding
team is also working to embed standards and principles to ensure consistency in the quality of how
asylum seekers are treated.

While there are some good initiatives and increased human resources in the safeguarding hub, the lack
of proper oversight by the Home Office of safeguarding standards and training remains concerning.
We therefore consider the response to this recommendation to be inadequate.

Recommendation 6: The Home Office should strengthen its learning and be more deliberate, urgent and
transparent in how it addresses findings and recommendations from scrutiny reports.

1.66

1.67

1.68
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During the evidence gathering for the original ICAI review, we did not see sufficient evidence that
recommendations from scrutiny bodies were being systematically tracked and responded to. The review
found that, in the project assurance dashboard for the AASC contracts that the Home Office shared with
ICAIl, many relevant recommendations from external independent scrutiny reports remained open,

with no comments provided on action plans two or more years after scrutiny.

In returning to this recommendation this year, ICAl found that there is variability in the quality of the
Home Office’s attention to recommendations, but that there are systems in place to track and report
on progress. The Home Office assurance team has software that tracks recommendations from
different audit sources and scrutiny bodies. The assurance team identifies responsible owners for each
recommendation within the different departments and teams and the software provides notifications
when actions are due. The assurance team also has dedicated staff who function as liaison officials with
the larger scrutiny bodies such as the NAO and the Government Internal Audit Agency (GIAA).

In terms of scrutiny bodies that have produced recommendations in areas relevant to ICAI’s remit,
the Home Office’s responsiveness to NAO recommendations seems to be relatively good. The ICIBI has
seen less interaction with its recommendations, although ICIBI staff have noticed a recent improvement in

An inspection of contingency asylum accommodation, May 2021-November 2021, Independent Chief Inspector of Borders and Immigration, May 2022,
paragraphs 6.36-6.40, link.

An inspection of contingency asylum accommodation for families with children in Northern Ireland, May-June 2023, Independent Chief Inspector of Borders
and Immigration, February 2024, pp. 2 and 8, link. See also paragraphs 1.10-1.13 in the same report on the gaps in the rollout of the May 2022 ‘Asylum support
contracts safeguarding framework’.

A re-inspection of the use of hotels for housing unaccompanied asylum-seeking children, September-October 2023, Independent Chief Inspector of Borders
and Immigration, February 2024, paragraph 7.49, link.



https://assets.publishing.service.gov.uk/media/63f365308fa8f5612c4f5341/An_inspection_of_contingency_asylum_accommodation.pdf
https://assets.publishing.service.gov.uk/media/65e0786f7bc329001ab8c192/An_inspection_of_contingency_asylum_accommodation_for_families_with_children_in_Northern_Ireland__May_to_June_2023.pdf
https://assets.publishing.service.gov.uk/media/65e07349f1cab36b60fc47ba/A_re-inspection_of_the_use_of_hotels_for_housing_unaccompanied_asylum-seeking_children_September_to_October_2023.pdf

the tracking and communications to update on responses to their recommendations. However, the biggest
challenge for ICIBI has been to have the recommendations published in the first place. In 2023 there were
long delays in the Home Office’s publishing of ICIBI’s reports. By February 2024, 12 reports and the annual
report were waiting for publication, before all were released by the Home Office on the same day. As our
discussion under Recommendation 5 shows, this includes delays in getting important recommendations
on safeguarding responsibilities on to the Home Office’s tracking system, since these are not tracked
until the reports are published.

1.69 During the course of this follow-up exercise, ICAl has established contact with the Home Office assurance
team and we look forward to working together on seeing improvements in response to our ODA-related
recommendations. While there has apparently been some progress in relation to the NAO’s recommendations,
we are concerned by the delays in publishing ICIBI’'s inspection reports throughout 2023, and the
uncertainty about when reports of inspections that are currently underway may be published now that
there is no chief inspector in post. We also note the lack of supporting documentation shared with ICAI
for this follow-up review. We therefore consider the response to this recommendation to be inadequate.

Conclusion

1.70 ICAl’s review of UK aid to refugees in the UK highlighted major value for money risks as a result of the
way in which the aid spending commitment was managed. It took place at a time of soaring in-donor
refugee costs which took a great toll on the UK’s development and humanitarian work around the world.
Returning to our recommendations this year, we find that in-donor refugee costs, far from reducing,
have actually increased. Value for money risks have not been reduced, given that the same number of
asylum seekers are accommodated in hotels as of 31 December 2023 (45,768 people) as there were on
31 December 2022 (45,775), at extremely high costs to the UK taxpayer, much of which is covered by the
ODA budget.* The per person costs have not reduced, while standards of support do not seem to have
tangibly improved.

1.71  While systems and processes for coping with the stresses this places on FCDO’s aid programme have
mitigated the negative impacts, the fact that GNI has turned out to be higher than forecast is probably an
even more significant factor. Most importantly in principle, the introduction of some flexibility into the
UK’s aid spending commitment has allowed FCDO the space to push and pull multilateral contributions
across financial years to protect its spending commitments.

1.72 In-donor refugee costs, which are categorised as ODA due to their humanitarian nature, continue to
represent very poor value for money as humanitarian spend. While there have been positive developments,
these are in the form of mitigations to a way of managing ODA spend where the department which
overspends does not have to manage this within its own budget. In effect, FCDO takes the financial hit
for other departments’ overspending — although it should be noted that this same system would also
see an increase in FCDO'’s budget if other departments were to underspend.

1.73 ICAl does not assess the adequacy of response to recommendations that were rejected, but we remain
disappointed that the UK government has not taken up the opportunity to assess its methodology for
reporting in-donor refugee costs or how these costs are counted towards the UK’s aid spending target.
This is a topic that ICAI will undoubtedly return to in its future review programme.

1.74 ICAI considers the overall response to its recommendations to be inadequate. We expect to come back
to Recommendations 3, 4 and 5 as outstanding issues next year. These were all areas where we saw
some early actions that have potential if sustained and built up further to address some of the problems
underpinning ICAl's recommendations. However we have not seen evidence that the Home Office has
found a route out of short-term crisis management towards longer-term solutions for asylum accommodation.

46 Accommodation statistics from the Home Office dataset: Asylum seekers in receipt of support detailed datasets, year ending December 2023, Asy_DO09, link.



https://www.gov.uk/government/statistical-data-sets/immigration-system-statistics-data-tables#asylum-support

1.75 The Illegal Migration Act (IMA) is an important unknown piece in this puzzle: how the Act is implemented
will have significant implications for the ODA eligibility of accommodation and support services for those
arriving in the UK by irregular routes with the aim of seeking asylum. ICAI will therefore continue to
follow developments on the IMA closely. The status of asylum seekers who have arrived after 20 July 2023
by irregular routes (and therefore would fall under the IMA) is not entirely clear — nor indeed is that of
the cohort which arrived between 8 March and 20 July, the period during which the Illegal Migration
Bill made its way through Parliament. The Home Office has allowed this cohort of arrivals to enter the
asylum claims system but is not progressing their applications. This limbo state is untenable both from a
humanitarian perspective and from a financial one. The new backlog of cases in limbo is building up fast,
at considerable human and financial cost.




ICal &nnison

for Aid Impact

This document can be downloaded from www.icai.independent.gov.uk.

For information about this report or general enquiries about ICAl and its work please contact:

Independent Commission for Aid Impact
Gwydyr House

26 Whitehall

London SWI1A 2NP

icai-enquiries@icai.independent.gov.uk

Y @ICAI UK icai.independent.gov.uk




	0.

