
  

July 2021 

The impact of international higher 
education students on the UK economy 

Draft Report for the Higher Education Policy Institute 
and Universities UK International 

 

 

September 2021 

The costs and benefits of international higher 
education students to the UK economy 

Summary Report for the Higher Education Policy 
Institute and Universities UK International 



London Economics 
The costs and benefits of international higher education students to the UK economy 1 

 

 

 
 

Foreword 

 
Foreword 

Since the Higher Education Policy Institute (HEPI) and Kaplan International Pathways 
published The costs and benefits of international students by parliamentary constituency 
by London Economics in January 2018, a huge amount has happened to affect the global 
flows of students. Globally, the Covid-19 pandemic affected the ability of students from 
around the world to access international higher education, through major economic 
ŘŀƳŀƎŜ ŀƴŘ ǎƛƎƴƛŦƛŎŀƴǘ ǘǊŀǾŜƭ ŘƛǎǊǳǇǘƛƻƴΦ ¢ƘŜ ¦YΩǎ ŜȄƛǘ ŦǊƻƳ ǘƘŜ 9ǳǊƻǇŜŀƴ ¦ƴƛƻƴ Ƙŀǎ 
resulted in more negative perceptions of the UK among EU students and created 
additional barriers, through the need to obtain a visa or no longer being eligible for the 
same fee status and associated access to student finance as UK students. 

The policy environment in the UK has also changed. In March 2019, the Government 
published its International Education Strategy, committing to increasing the number of 
international higher education students choosing the UK as their study destination to 
600,000 and the value of education exports to £35 billion per year by 2030. After a 
ŘŜŎŀŘŜ ƻŦ ǊƘŜǘƻǊƛŎ ŀƴŘ ǇƻƭƛŎȅ ŎƘŀƴƎŜǎ ǘƘŀǘ ǎǳƎƎŜǎǘŜŘ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩs aim was the 
contrary, this commitment was welcomed throughout the higher education sector, 
including those of us at HEPI and Universities International (UUKi). 

In September 2019, this commitment was reinforced by action when a new UK post-
study work route, the Graduate route, was announced. This decision followed almost a 
decade of policy advocacy by both HEPI and UUKi on this topic. Indeed, the first 
iteration of this research was commissioned to support the case for a more favourable 
policy environment for international students. 

So why re-do this analysis now? While the effects of the Covid-19 pandemic and the 
¦YΩǎ ŜȄƛǘ ŦǊƻƳ ǘƘŜ 9ǳǊƻǇŜŀƴ ¦ƴƛƻƴ ŀǊŜ ǎǘƛƭƭ ǳƴŦƻƭŘƛƴƎΣ ƛƴƛǘƛŀƭ ƛƴŘƛŎŀǘƛƻƴǎ ǎǳƎƎŜǎǘ ǘƘŀǘ 
total international students in the UK stayed relatively stable in the 2020/21 academic 
ȅŜŀǊΣ ŘǳŜ ƛƴ ǇŀǊǘ ǘƻ ǘƘŜ ƛƳǇǊƻǾŜŘ ǇƻƭƛŎȅ ŜƴǾƛǊƻƴƳŜƴǘΦ IƻǿŜǾŜǊΣ Řŀǘŀ ŦǊƻƳ ǘƘƛǎ ȅŜŀǊΩǎ 
ŀŘƳƛǎǎƛƻƴǎ ŎȅŎƭŜ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ ¦YΩǎ ŜȄƛǘ ŦǊƻƳ ǘƘŜ 9ǳǊƻǇŜŀƴ ¦ƴƛƻƴ Ƙŀǎ ǎŜǾŜǊŜƭȅ 
affected EU student recruitment with acceptances in early August of 2021 to 
undergraduate degree courses 56% lower than at the equivalent point in 2020. This 
suggests the UK cannot take its attractiveness as a study destination for international 
students for granted.  

In our view, we should not take the current favourable policy environment for granted 
either. We need to maintain the evidence base to support widespread understanding of 
the benefits that international students bring to the UK.  

As the analysis that follows shows, the 2018/19 cohort of international students 
delivered a net economic benefit of £25.9 billion to the UK with every region and 
parliamentary constituency benefitting. This is a 19% increase in real terms from the net 
benefit found for the 2015/16 cohort of international students reported in the previous 
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study. Put another way, for the 2018/19 cohort, every 14 EU students and every 10 non-
EU students generate £1 million worth of net economic impact for the UK economy over 
the duration of their studies. 

Therefore, as the UK starts on its new path outside of the European Union and on the 
road to economic and social recovery following the Covid-19 pandemic, there feels like 
no better time to refresh our understanding of the importance international students 
play in bringing economic prosperity to every region of the UK. 

Finally, although this report focuses exclusively on the economic benefits to institutions, 
places and ς indeed ς the whole country of hosting so many international students, our 
organisations jointly recognise that the non-economic benefits are just as important. 
They include better learning environments, greater soft power and more diverse 
campuses. In short, we would not have the excellent higher education sector that we do 
if it were not for the very valuable financial and non-financial contributions of students 
and staff from around the world.  

 

  

  

Nick Hillman, Director of HEPI Vivienne Stern, Director of UUKi 
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Executive Summary 

With 496,000 international students studying for qualifications at higher education 
institutions across the United Kingdom ς equivalent to 20% of all HE students ς 
international students contribute significantly to our economic and social prosperity, 
both in the short term during their studies as well as in the medium to longer term after 
they graduate.  

Given the continuing importance of international students as a source of export 
revenues, London Economics were commissioned by the Higher Education Policy 
Institute (HEPI) and Universities UK International (UUKi) to re-estimate the benefits 
and costs to the United Kingdom economy associated with international students, 
focusing on the 2018/19 academic year. Following a previous study estimating these 
impacts for 2015/16 (on behalf of HEPI and Kaplan International Pathways), the analysis 
updates the previous results by focusing on the cohort of international students who 
started higher education qualifications in the UK in 2018/19. 

Overview of the analysis 

We estimate the economic benefits of international students in terms of:  

Â The tuition fee income generated by international students studying in the UK, 
as well as the knock-on όƻǊ ΨindirectΩ ŀƴŘ ΨinducedΩ) effects throughout the UK 
ŜŎƻƴƻƳȅ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ¦Y ǳƴƛǾŜǊǎƛǘƛŜǎΩ ǎǇŜƴŘƛƴƎ ƻŦ ǘƘƛǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŦŜŜ 
income on staff, goods, and services; 

Â The income associated with the non-tuition fee (i.e. living cost) expenditure of 
international students, and the subsequent knock-on effects of this expenditure 
throughout the wider economy (i.e. the indirect and induced effects); and  

Â The income associated with the spending of friends and family visiting 
international students whilst studying in the UK. Again, this expenditure leads to 
subsequent knock-on (indirect and induced) effects throughout the UK 
economy.  

There are a number of benefits that were not considered as part of this analysis, 
predominantly as a result of the difficulty in providing adequately robust evidence and 
measuring some of these benefits in monetary terms. For example, these include: 

Â The tax revenues generated from international students (or their dependants) 
while in employment in the United Kingdom ς during and/or after their studies1; 

 
1 While not included in the estimates here, we previously undertook a separate study for HEPI and Kaplan 
International Pathways to estimate the post-graduation tax revenues associated with international students 
studying in the UK and who enter and remain in the UK labour market after graduating (see London Economics 
(2019) link).  

https://www.hepi.ac.uk/wp-content/uploads/2019/03/The-UK-tax-revenues-from-international-students.pdf
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Â The longer-term investment, business and trade links from hosting international 

students in the United Kingdom; 
Â The soft diplomatic power exerted by the UK on an international stage as a 

result of the networks built up during their stays; and 
Â The wider cultural and societal impacts associated with a more diverse 

population.  

In relation to the public costs associated with hosting international students, we 
considered: 

Â The teaching grant costs incurred by the Office for Students, the Higher 
Education Funding Council for Wales, the Scottish Funding Council, and the 
Department for the Economy for Northern Ireland to fund higher education 
ƛƴǎǘƛǘǳǘƛƻƴǎΩ ǇǊƻǾƛǎƛƻƴ ƻŦ ǘŜŀŎƘƛƴƎ ŀƴŘ ƭŜŀǊƴƛƴƎ ŀŎǘƛǾƛǘƛŜǎ όŦƻǊ 9¦ ǎǘǳŘŜƴǘǎ ƻƴƭȅύΤ 

Â The costs associated with the tuition fee support (through loans and/or grants) 
provided to EU students studying across the home nations; and 

The costs associated with the provision of other public services to international 
students or their dependants. This includes the costs associated with public healthcare 
(net of the NHS Immigration Health Surcharge); housing and community amenities; 
primary and secondary-level education received by dependent children; social security; 
public order and safety; defence; economic affairs; recreation and culture; 
environmental protection, and other general public services. We also include the costs 
assocƛŀǘŜŘ ǿƛǘƘ Ψnon-ƛŘŜƴǘƛŦƛŀōƭŜΩ ǇǳōƭƛŎ ŜȄǇŜƴŘƛǘǳǊŜ incurred by the UK Exchequer on 
behalf of the UK as a whole (e.g. expenditure relating to the servicing of the national 
debt), as well as expenditure on overseas activities (e.g. diplomatic activities etc.). This 
approach underestimates the economic benefits and overstates the economic costs 
associated with hosting international students in the UK. As such, the estimates of the 
net economic impact and the benefit to cost ratios should be considered at the lower 
end of the plausible range. 

Level of analysis 

In addition to the total UK-wide impact, to understand the contribution at a regional 
level, we linked international students to the location of the higher education institution 
they attend. This allows us to understand the contribution to the UK economy 
originating at a regional level.  

We also undertook an analysis by parliamentary constituency, using information from 
the 2011 Census on the number of students residing in each parliamentary 
constituency2, and apportioned the estimated costs and benefits identified at regional 

 
2 The data on residency by parliamentary constituency include both UK and non-UK domiciled students. Given the 
difference in the number of UK and non-UK domiciled students, the data primarily reflects the residency of UK 
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level generated by international students using this distribution of UK domiciled 
students. 

Overview of the 2018/19 cohort of international students 

The analysis focuses on the aggregate economic benefits and costs to the UK economy 
associated with the 272,920 new international students commencing their studies in the 
UK in 2018/19, taking account of the total impacts associated with these students over 
the entire duration of their study in the UK (adjusted for completion rates).3 

Changes over time  

Figure 1 presents the number of first-year international students that have come to the 
United Kingdom for the purposes of study since 2006/074.  

Reflecting the attractiveness of the UK higher education offer, from approximately 
177,000 students at the start of the period, enrolment increased to around 235,000 
between 2013/14 and 2016/17, but has further increased more recently.  

Figure 1 International first-year students enrolled in UK higher education, 2006/07 
to 2018/19 

 
Note: All student numbers rounded to the nearest 5.  
{ƻǳǊŎŜΥ [ƻƴŘƻƴ 9ŎƻƴƻƳƛŎǎΩ ŀƴŀƭȅǎƛǎ ƻŦ I9{! όнлнмŎύ  

 
domiciled students, and as such, the analysis by parliamentary constituency will not reflect the true picture in 
some constituencies - especially where there may be a particularly high concentration of international students. 
3 In other words, this approach measures the impact of a single cohort of international students over the course of 
their studies. 
4 This includes both undergraduate and postgraduate students. 
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In 2018/19, approximately 273,000 international first-year students entered higher 
education in the United Kingdom5. This represents a 54% increase since 2006/07. 

Domicile 

Approximately 76% (207,755) of international first-year students in 2018/19 were 
domiciled outside the EU (a 20% increase since 2015/16), with 24% (65,165) domiciled 
within the EU (i.e. Member States at the time other than the UK).  

In terms of the specific non-EU countries that are associated with the greatest number 
of students coming to the UK, China remains the dominant nation, with 86,895 first-year 
students entering UK higher education in 2018/19. In other words, approximately one in 
every three international students in the 2018/19 cohort originated from China6. India 
and the United States were the next most prolific, with 18,305 and 12,390 first year 
students enrolled in 2018/19, respectively.  

The country providing the greatest number of EU domiciled first-year students in 
2018/19 was Germany, with 7,245 students coming to the UK, closely followed by 
France and Italy, with 6,830 and 6,180 new students in the cohort, respectively. 

Level and mode 

In terms of study mode, the vast majority of international students in the cohort (93%) 
were studying on a full-time basis, with only 7% of students undertaking qualifications 
on a part-time basis. 

Considering the level of study undertaken, approximately 52% (142,910) of students 
were undertaking taught postgraduate degrees, with a further 15,745 students 
undertaking postgraduate research degrees (6%). Around 114,265 students (42%) were 
engaged in undergraduate qualifications, of which 98,190 (36%) were undertaking first 
degrees and 16,075 (6%) were enrolled in other undergraduate qualifications. 

 

 
5 The previous analysis (London Economics (2018)) was based on a total of 231,065 first-year international 
students in 2015/16 (excluding alternative providers). Including alternative providers, the number of international 
first-year students in 2015/16 stood at 234,030. On a like-for-like basis, the number of international first-year 
students has increased by 38,890 (17%) since 2015/16.  
6 In the 2015/16 cohort, approximately one in every four international students originated from China. 
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Figure 2 International first-year students enrolled in UK higher education in 
2018/19, by level and mode 

  
Note: All student numbers rounded to the nearest 5.  
{ƻǳǊŎŜΥ [ƻƴŘƻƴ 9ŎƻƴƻƳƛŎǎΩ ŀƴŀƭȅǎƛǎ ƻŦ I9{! όнлнмŎύ 

Location of study 

International students in the 2018/19 cohort are spread across the entire United 
Kingdom (see Figure 3).   

In England, there were approximately 70,370 first-year students enrolled in higher 
education institutions based in London, with a further 29,075 attending institutions in 
the South East. The next most popular region in England was the West Midlands, which 
hosted 23,545 students. Demonstrating the spread of international students across 
England, there were a further 20,925 international students undertaking their studies in 
Yorkshire and the Humber, 20,860 in the North West, 17,995 in the East Midlands, and 
12,595 in the North East. In relation to the other UK home nations, there were 
approximately 29,730 students attending higher education institutions in Scotland, with 
a further 12,335 in Wales and 3,450 in Northern Ireland. 
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Figure 3 Number of international first-year students in 2018/19 ς by region 

 
Note: All student numbers are rounded to the nearest 5. {ƻǳǊŎŜΥ [ƻƴŘƻƴ 9ŎƻƴƻƳƛŎǎΩ ŀƴŀƭȅǎƛǎ ƻŦ I9{! όнлнмŎ) 

Economic benefits associated with international students 

Combining the direct, indirect, and induced economic benefits of the tuition fee, non-
fee and visitor income associated with international students in the 2018/19 cohort, the 
total benefit to the UK economy associated with a typical EU domiciled student was 
estimated at approximately £94,000 (see Figure 4). The comparable estimate per non-
EU student stood at approximately £109,000. The difference between the two 
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