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Foreword

Since the Higher Education Policy Institute (HEPI) and Kaplan International Pathways
publishedThe costs and benefits of international démts by parliamentary constituency

by London Economics in January 2018, a huge amount has happened to affect the global
flows of students. Globally, the Covi® pandemic affected the ability of students from

around the world to access international higheducation, through major economic
RFYIF3S yR aAIYAFAOFY G UGN @St RA&NHzZLIGIA 2 y ¢
resulted in more negative perceptions of the UK among EU students and created
additional barriers, through the need to obtain a visanorlonger 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 itsInternational Education Strateggommitting to increasg 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
RSOFRS 2F NXKSU2NRO IyR LlRfAOe sQinlwistea (K|
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 roue, the Graduate route, was announced. This decision followed almost a
decade of policy advocacy by both HEPI and UUKIi on this topic. Indeed, the first
iteration of this research was commissioned to support the case for a more favourable
policy environmentor international students.

So why redo this analysis now? While the effects of the CaMddpandemic and the
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total international students in the UK stayed relativelgble in the 2020/21 academic
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affected EU student recruitment with acceptances in earlygust 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 currentviaurable 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 internaticstabents
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 reportedhe 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 newttpautside of the European Union and on the
road to economic and social recovery following the Cd#doandemic, there feels like
no better time to refresh our understanding of the importance international students
play in bringing economic prosperity éwvery region of the UK.

Finally, although this report focuses exclusively on the economic benefits to institutions,
places and; indeedc the whole country of hosting so many international students, our
organisations jointly recognise that the n@eonomicbenefits 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 nbnancial contributions of students
and staff from around the world.

¥
Yl L,
Nick Hillmanpirector ofHEPI Vivienne SternDirector ofUUKI
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Executive Summary

With 496,000 international students studying for qualifications at higher education
institutions across the United Kingdom equivalent to 20% of all HE students;
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 continuingimportance of intermtional students as a source of export
revenues London Economics were commissioned by thgher Education Policy
Institute (HEPI) andUniversities UKInternational (UUKI)to re-estimate the benefits

and costs to the United Kingdom economy associated wititernational students
focusing on the 2018/19 academic year. Following a previous study estimating these
iImpacts for 2015/16on behalf of HEPI and Kaplan International Pathyvaiie analysis
updates the previous results by focusing on the cohort ¢térimational students who
started higher education qualifications in the UK in 2018/19.

Overview of the analysis
We estimate theeconomic benefitof international students in terms of:

A Thetuition fee incomegenerated by international students studying in the UK,
as well as th&knockon 6 2 iNdire$tQ- y Biduded) effects throughout the UK
SO2y2Ye | aa20AFGSR gA0GK 'Y dzyAQDBSNEBAUGA
income on staff, goods, and services;

4~ The hcome associated with theon-tuition fee (i.e. living cost) expendituref
international students, and the subsequekitock-on effects of this expenditure
throughout the wider economy (i.e. the indirect and induced effects); and

» The income associated witthe spending offriends and family visiting
international students whilst studying in the UK. Again, this expenditure leads to
subsequent knockon (indirect and induced) effects throughout the UK
economy.

There are a number of benefits that weret considered as part of this analysis,

predominantlyas a result othe difficulty in providing adequately robust evidence and
measuring some of these benefits in monetary terfasr example, thesmclude:

» Thetax revenuesgenerated frominternational students (or their dependants)
while in employment in the United Kingdogduring and/or after their studie's

1 While not included in the estimates here, we previously undertook a separate sardiiEPI and Kaplan
International Pathwaydo estimate the posgraduation 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).
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» Thelongerterm investment, businesandtrade linksfrom hosting international
students in the United Kingdom,;

» The soft diplomatic power exerted by theUKon an international stage as a
result of the networks built up during their stays; and

» The wider cultural and societal impacts associated with a more diverse
population.

In relation to the public costsassociated withhosting international students, we
considered:

» The teaching grantcosts incurred by the Office for Student)e Higher
Education Funding Council for Waldke Scottish Funding Councdnd the
Department forthe Economy forNorthern Ireland to fund highreeducation
AYalAGdziA2yaQ LINRPOGAAAZ2Y 2F GSIFOKAy3a |y

A~ The costs associated with theition fee support (through loans and/or grants)
provided to EU students studying across the home natiand,;

The costs associd with the provision ofother public servicesto international
students or their dependantsThis includes the costs associated with pubéealthcare
(net of the NHS Immigration Health Surchargejusing and community amenities
primary and secondareveleducationreceived by dependent childrespcial security
public order and safety, defence; economic affairs recreation and culture;
environmental protection, and othergeneral public servicedVe also includehe costs
assod | (i S RnomMRIKy (WA TA I 6 f SQ incidredtby the UK ExclfeguBnt (i dzNB
behalf of the UK as a whole.g. expenditure relating to theervicing of thenational
debt), as well aexpenditure on overseas activitie@.g.diplomatic activities etc.)This
approach underestimates the economic beneférsd overstatesthe economic costs
associated with hosting international studeritsthe UK As such, thestimatesof the
net economic impacand the benefit to cost ratios should be considered at toaver
end of the plausible range.

Level of analysis

In addition to the total UKvide impact, to understand the contribution atragional
level, we linked international students to the location of the higher education institution
they attend. This allows uto understand the contribution to the UK economy
originating at aegional level

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

2The data on residency by parliamentary constituency include both UK antJKafomiciled students. Given the
difference in the number of UK and nd&K domiciled students, the datarimarily reflects the residency of UK
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level generated by international students using this distribution of tdiciled
students.

Overview ofthe 2018/19 cohortof international students

The analysis focuses on the aggaee economic benefits and costs to thiK economy
associated with th72920 new nternational studentcommencingheir studies in the
UK in 2018/19, taking account of the total impacts associated with these studeats
the entire duration of their study in the UKadjusted for completion rates)

Changes over time

Figure 1presents the number dfirst-yearinternational students that have come to the
United Kingdom for the purposes of study since 2006/07

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

Figure 1 International first-year students enrolled in UK higher education, 2006/0°
to 2018/19
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domiciled students, and as such, the analysis by parliamentary constituency will not reflect the true picture in
some constituenciesespecially where there may be a particularly high concentration of internatiandéats.

31n other words, thisipproach measures the impact asinglecohort of international studentsver the course of

their studies.

4This includes both undergraduate and postgraduate students.
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In 2018/19, approximately273,000 international firstyear studentsentered higher
education in the United KingdomThis represents 84%increase since 2006/07.

Domicile

Approximately 76% (207,755 of international firstyear students in 2018/19vere
domiciled outside the EU @0%increasesince 2015/16), witl24% (65,165 domiciled
within the EU i(e. Member States at the time other than the UK).

In terms of the specific neRU countries that are associated with the greatest number
of students coming to the UIChinaremains the dominant ation, with 86,895first-year
students entering UK higher education in 2018/19. In other words, approximaelyn
every threeinternational students in the 2018/19 cohort originated from CHiradia
and the United Stateswere the next most prolificwith 18,305and 12,390first year
students enrolled in 2018/19, respectively.

The country providing the greatest number of EU domiciled -fiestr students in
2018/19 wasGermany with 7,245 students coming to theJK closely followed by
Franceand Italy, with 6,830and6,180new students in the cohort, respectively.

Level and mode

In terms of study mode hie vastmajority of international studentén the cohort(93%)
were studyingon afull-time basis with only 7% of students undertaking qualifications
on a parttime basis.

Considering the level of study undertakempproximately52% (142,910 of students
were undertakingtaught postgraduate degregswith a further 15,745 students
undertakingpostgraduate research degred6%). Around114,265students §2% were
engaged irnundergraduate qualificationsof which98,190(36%) were undertakindirst
degreesand 16,075(6%) were enrolled imother undergraduate qualifications

5 The previous analysis (London Economics (2018)) hessd on a total of231,065 first-year international
students in 2015/16 (excluding alternative providers). Including alternative providers, the number of international
first-year students in 2015/16 stood &34,030 On a likefor-like basis, the number of international firgear
students has increased 38,890(17%) since 2015/16.

51n the 2015/16 cohortapproximatelyone in every fourinternational students originated from China.

London Economic

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




Executive Summal

Figure 2 International first-year students enrolled in UK higher education in
2018/19, by level and mode
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Location of study

International students in the 2018/19 cohodre spreadacross the entire United
Kingdom(seeFigure 3.

In England, there were approximateR0,370 first-year students enrolled in higher
education institutions based ihondon with a further29,075attending institutions in
the South EastThe next most popular region in England was\West Midlands which
hosted 23,545 students. Demonstrating the spad of international students across
England, there were a furthéx0,925international students undertaking their studies in
Yorkshire and the Humbe20,860in the North West, 17,995in the East Midlands and
12,595 in the North East In relation to theother UK home nations, there were
approximately29,730students attending higher education institutions$totland with

a further12,335in Walesand 3,450in Northern Ireland
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Figure 3 Number of international firstyear students in 2018/1%; by region
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Economic benefits associated with international students

Combining the direct, indirectind induced economic benefits the tuition fee, non
fee and visitor incomeassociated with international students in the 2018/19 cohaoine
total benefit to the UK economy associated withtygical EU domiciled student was
estimated atapproximately£94,000 (seeFigure 4. The comparable estimatger non-
EU student stood at approximately £109,000. The difference between the two
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