England’s higher education sector faces ongoing financial fragility despite reforms and government strategy
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The financial stability of England’s higher education sector remains fragile despite recent measures to stabilise university finances, the chair of the Office for Students (OfS), Edward Peck, has cautioned. While the recent inflation-linked increase in tuition fees has helped many institutions balance income and expenditure, Peck warned that some universities still face the risk of collapse unless governance and financial oversight improve significantly.
Peck, who took up his role as OfS chair in mid-2025 after a distinguished tenure as vice-chancellor of Nottingham Trent University, highlighted that the sector is on a broader journey towards financial sustainability but acknowledged that challenges persist. His comments come in the wake of the UK government’s higher education strategy, which includes revising research funding, strengthening regulatory oversight, and legislating for inflation-linked tuition fees to ensure sector stability. Peck described the financial difficulties experienced by Dundee University earlier in 2025, attributed to alleged mismanagement, as a "wake-up call" that exposed weaknesses in institutional governance across the sector.
The OfS chair has been vocal about the need for universities to take ownership of their financial health, urging institutions to enhance governance and improve financial management practices to minimise regulatory intervention. He stressed that universities should view themselves like autonomous businesses rather than dependent entities, signalling a shift from the OfS’s earlier, more distant regulatory approach to a collaborative model aimed at supporting institutions.
The government’s recent post-16 education and skills white paper has been broadly welcomed by universities, particularly its emphasis on vocational and technical education and alignment with industrial strategy. However, a proposed levy on international student fees, intended to fund maintenance grants for domestic students, has drawn criticism from universities. They argue the levy could undermine efforts to boost the economy and worsen financial pressures already exacerbated by rising employer National Insurance contributions.
Peck acknowledged the complexities the levy would impose, noting that while it could help demonstrate the value of international students to the public, universities may face tough decisions regarding fee structures. Currently, overseas undergraduates pay up to £38,000 annually compared to £9,535 for English students. The OfS has previously criticised universities for overly optimistic recruitment forecasts for overseas students, especially following visa restrictions introduced by the previous government. Although sector forecasts have become more realistic, Peck warned that some providers might still need to explore new models, such as mergers—highlighted by the proposed Kent and Greenwich universities merger—to secure their futures.
Governance remains a central concern for Peck and policymakers alike. The white paper underscored the necessity for diverse board competencies to prevent the approval of unrealistic financial and recruitment plans. Peck noted that some institutions have been slow to confront financial realities and, in some cases, clung to overly optimistic forecasts. He emphasised that running a university now demands a level of professionalism akin to managing a large business to ensure sustainability.
The OfS plans to take a more proactive stance in areas like franchise arrangements and student exploitation by recruitment agents, with expanded legal powers sought in upcoming legislation to accelerate the removal of "bad actors" in the sector. Such regulatory reforms may require an increased budget; however, the OfS has committed to internal efficiency targets to reallocate resources towards frontline regulatory activities.
Peck’s leadership marks a repositioning of the OfS towards greater collaboration with universities, moving away from its former reputation for poor engagement and a “pro-competition” approach that often failed to prevent emerging financial risks. In September 2025, the OfS formed a ‘provider board’ of senior university leaders to foster closer ties and improve sector dialogue.
Despite these initiatives, the financial outlook remains grim, with recent OfS data revealing that nearly half of English universities are running deficits, a situation worse than anticipated just months earlier. The combined pressures of declining international student enrolments and rising operational costs continue to strain institutional finances. In response, the OfS has enhanced its financial monitoring capabilities, requesting more detailed and timely financial information from universities to act swiftly against institutions at risk of failure.
Peck has consistently argued against government bailouts for universities, describing them as a “moral hazard” that could entrench dependence on public funding and erode institutional autonomy. Instead, he advocates for universities to independently address financial challenges, reinforcing the need for sound governance and prudent financial planning to secure a sustainable future for higher education in England.
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