Universities face rising deficits amid sharp fall in international students
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Universities in England face an escalating financial crisis, prompting calls for greater transparency regarding their use of public funds. Skills Minister Baroness Jacqui Smith recently articulated the government’s concerns, suggesting that many institutions have “lost sight” of their responsibilities to both students and taxpayers. The remarks follow alarming statistics indicating that nearly half of universities are expected to operate at a deficit in the coming year, driven primarily by a significant drop in international student recruitment.
In her piece for The Sunday Telegraph, Baroness Smith remarked on the considerable investment students make in their education and urged universities to clarify how their considerable revenues are allocated. She noted, “Universities have huge revenues and must be more transparent about where this money is going.” This sentiment is timely, as institutional financial health continues to deteriorate, with the Office for Students (OfS) highlighting that 43% of higher education providers are headed for deficits in 2024/25, a rise from 40% the previous year. 
The root causes of this financial strain are multifaceted. A significant factor is the unexpected decline in international student numbers, which universities have relied upon to balance budgets in recent years. This decline was exacerbated by previous government policy shifts and changes in visa regulations that have deterred potential overseas applicants. With nearly a quarter fewer visa applications for study compared to the prior year, and a dramatic 83% drop in applications that include dependants, institutions are facing an immediate financial threat. 
Baroness Smith's statements reflect a broader trend within the sector. Education Secretary Bridget Phillipson previously announced an increase in undergraduate tuition fees—set to rise from £9,250 to £9,535 from the 2025/26 academic year—in an effort to secure higher education’s future. In her comments, Phillipson expressed the expectation that universities demonstrate tangible benefits to students as they navigate this increase. “We will expect the higher education sector to demonstrate that, in return for the increased investment that we are asking students to make, they deliver the very best outcomes,” she said.
In response to financial pressures, many institutions have begun implementing drastic measures, such as staff layoffs and the closure of underperforming courses. Notably, significant cutbacks in nursing programmes threaten to undermine the pipeline of registered nurses critical to both the NHS and social care sectors, as emphasised by the Royal College of Nursing. The OfS is preparing for the possibility of larger institutional failures and is working closely with select universities whose financial viability is in doubt. “If it was a large institution that fails, our ability to secure good outcomes for students is quite low,” said Philippa Pickford, who underlined the importance of having measures in place to protect vulnerable students.
As the OfS calls for urgent structural reforms to ensure long-term sustainability, university leaders are cautiously optimistic about recovery. However, forecasts suggesting a rebound appear overly ambitious, with the OfS expressing concerns about projected growth figures for both domestic and international student entrants. 
These challenges coalesce into a pressing need for universities to reassess their funding strategies and align them with their core missions as education providers. Given the weight of responsibility they hold in shaping both the economy and society, the government’s insistence on accountability and performance will likely shape the future landscape of higher education in England. The situation necessitates a dialogue between universities and policymakers to restore trust and secure the future of the educational landscape.
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