Russell Group Students’ Unions

Written evidence by Russell Group Students' Unions, Students' Union UCL (HEF058)

Education committee
Higher education and funding: The threat of insolvency and international students 
Introduction
Russell Group Students’ Unions represents the collective voice of students’ unions at the 24 Russell Group universities, advocating for more than 700,000 students across the UK’s leading research-intensive institutions. We welcome the Committee’s inquiry into higher education funding, international students, and the threat of institutional insolvency. 
This submission draws on recent research from Russell Group Students’ Unions – including our Globally Competitive report[footnoteRef:2] on international students’ experiences, our 2024 Student Manifesto, and our 2023 Cost of Living Report – to provide evidence-driven insights.  [2:  RGSU, 2025, Globally Competitive Report, https://russellgroupstudentsunions.org/international-students-report] 

We focus on two key themes: 
(1) the impact of government policy on international students and university finances, and 
(2) the ramifications of institutional insolvency and regional impacts. 
Our recommendations are formed from the contributions and challenges of international students and aim to ensure the UK retains is position as a globally competitive destination for higher education.
Impact of Government Policy on International Students and University Finances
International Students’ Contributions and Reliance on their Fees: 
International students are vital to the UK’s higher education and financial health. Each year, over 90,000 new international students enrol at Russell Group universities, enriching campuses both socially and academically while significantly boosting the regional and national economy. In 2021/22 alone, international students contributed approximately £42 billion to the UK economy[footnoteRef:3]. This spending includes tuition fees and living expenses in local communities, helping to sustain jobs and businesses nationwide.  [3:  UUK, 2023, https://www.universitiesuk.ac.uk/latest/news/international-students-boost-uk-economy] 

Many institutions have become financially dependent on international fee income, which grew from £5.4 billion to £9.7 billion (+71%) between 2016–17 and 2021–22[footnoteRef:4]. By 2021/22, fees from overseas students comprised about 21.5% of all UK university income[footnoteRef:5]. This revenue has helped compensate for a decade-long freeze in domestic undergraduate fees, which have fallen by around 26% in real terms and 19% real terms decrease in the Strategic Priorities Grant since 2018/2019.[footnoteRef:6]  [4:  The Guardian, 2023, https://www.theguardian.com/education/2023/jul/14/overseas-students-uk-universities-income]  [5:  Ibid]  [6:  The Russell Group, 2025, https://www.russellgroup.ac.uk/policy/policy-briefings/higher-education-funding] 

Such dependence on international tuition income is structurally risky and unsustainable, we note that the £9,535 cap on home undergraduate fees in England now falls well short of the actual teaching cost, which universities have been forced to plug via cross-subsidisation[footnoteRef:7]. Often, international students pay tuition fees three times higher than domestic students[footnoteRef:8], effectively subsidising teaching and research. While this revenue is keeping many institutions afloat, it places a high financial burden on international students and leaves universities exposed to fluctuations in global demand. [7:  RGSU, 2024, Student Manifesto, https://russellgroupstudentsunions.org/manifesto]  [8:  Ibid] 

Effects of Recent Immigration Policies on Student Numbers: 
Current government policies – including additional restrictions on graduate visa rules, the inclusion of students in net migration targets continuing restrictions on dependants and a proposed international student tax – are already negatively impacting international student perceptions of the UK, impacting on enrolment. Universities UK reports that the number of study visas issued in early 2024 fell by 33% compared to the previous year after new immigration rules took effect[footnoteRef:9]. Postgraduate taught enrolments have dropped by over 40% following the January 2024 policy changes that prevented most Master’s students from bringing family members[footnoteRef:10]. University leaders have expressed concern that this damaging “the economies of towns and cities throughout the UK, as well as many universities”[footnoteRef:11].  [9:  UUK, 2024, https://www.universitiesuk.ac.uk/latest/news/graduate-visa-critically-important-uk]  [10:  Ibid]  [11:  Ibid] 

Indeed, with international students accounting for nearly half of taught postgraduate enrolments at UK universities and paying on average £17,000 a year in fees, a sudden decline in overseas arrivals would mean a wide range of courses become financially unviable and cause severe financial challenges at many institutions[footnoteRef:12]. The Office for Students has similarly cautioned that the sector “may not be able to rely on the recruitment of international students for financial stability in the years ahead”[footnoteRef:13].  [12:  Ibid]  [13:  OFS, 2025, Financial sustainability of higher education providers in England. https://www.officeforstudents.org.uk/media/upycgog5/ofs-2025_26_1.pdf] 

Financial Stability and Tuition Fee Implications: 
Diminished international enrolment has direct implications for universities’ financial stability and potentially detrimental impacts for domestic students. Some institutions have already responded by sharply raising international tuition fees above inflation to offset lower student numbers[footnoteRef:14], however this strategy risks pricing out talented applicants and eroding the UK’s competitiveness.  [14:  University World News, 2025, https://www.universityworldnews.com/post.php?story=20250118085158852] 

In March 2025, we held a series of focus groups with international students, which highlighted that many international students are unaware of how much their tuition fees will increase each year, as fee structures often vary annually across universities. This lack of transparency creates significant financial stress and uncertainty, making it harder for students to plan their finances. It also contributes to a growing perception that the UK is becoming a less predictable and therefore less attractive destination for international study.
There is a concern that these financial pressures facing UK universities will result in the government being forced to lift the domestic fee cap in the future. We strongly oppose making domestic students bear the cost of the funding shortfall. 
We believe the answer is not to further burden students (whether home or international) with higher fees, but rather for increased and sustainable public investment in higher education. We call for increased public investment, so that institutions are not forced to rely on unstable overseas markets or ever-increasing fees charged to a limited pool of students. In the absence of such support, the financial strain on universities will only get worse. 
This Committee should be aware that maintaining the status quo on funding while restricting international income creates a “perfect storm” threatening both educational quality and access. [footnoteRef:15] We urge that any future changes to domestic fees be approached cautiously, with students’ interests in mind, and alongside measures to address the underlying funding gap through public funding rather than by leveraging student debt. [15:  Education Select Committee, 2025, https://committees.parliament.uk/committee/203/education-committee/news/207465/universities-on-the-brink-education-committee-launches-new-inquiry] 

Impact on Students’ Experience and Wellbeing: 
Government policies not only affect finances but also the lived experience of international students, which in turn influences the UK’s attractiveness as a study destination. Our research found that only 61% of international students agree that the UK government values and welcomes them.[footnoteRef:16] Hostile rhetoric and policy can damage the country’s reputation abroad. We are concerned that changes to policy, such as the ban on most dependants for postgraduates and increases to the Immigration Health Surcharge and visa fees introduced by the last Government, and the proposals in the Immigration White Paper – risk creating an environment where international students feel unwelcome and financially strained.  [16:  RGSU, 2025, Globally Competitive, https://russellgroupstudentsunions.org/international-students-report] 

Many of these students already face steep costs and barriers: 83% worry about money frequently and 1 in 5 report worrying “all of the time” about finances.[footnoteRef:17] The median living cost for an international student (excluding tuition) is about £1,402 per month, rising to £1,635 in London, on top of tuition fees that commonly range from £20,000–30,000 per year (and far more for certain courses).[footnoteRef:18] These cost pressures have real human impacts, whereby half of all international students have experienced poor mental health while studying in the UK, and many cite financial stress, housing difficulties or isolation as contributing factors.  [17:  Ibid]  [18:  Ibid] 

Restrictive work rules make these challenges even more difficult to manage. Currently, student visa holders are limited to 20 hours of work per week during term time (and zero if enrolled part-time). Students have told us this inflexibility does not reflect academic realities – workload peaks at exam times but leaves capacity in other weeks. A significant 33% of international students in our survey said their visa conditions had limited their ability to find part-time work while studying.[footnoteRef:19] Given current cost-of-living pressures, being able to earn more when needed would help many students support themselves and also allow them to contribute more to the UK workforce.  [19:  Ibid] 

Policy Recommendations (Theme 1): 
To mitigate the financial risks and ensure the UK remains a top destination for global talent, we urges the Government to reform its policies toward international students. Our key recommendations are:
· Ensure that international students are not included in Government calculations to cut net migration, and that the Government proactively continues to promote the UK as a top destination for global talent. This would send a positive signal that the UK values international students for their contributions. 

· Reverse the restrictions on international students’ dependants introduced by the last Government.

· Maintain an attractive post-study work offer (Graduate Route). The re-introduction of the two-year Graduate Route visa has been a successful policy, and it is crucial that it be retained in its current form. We urge the Government to reverse its proposal to reduce the Graduate Route to 18 months.

· Implement common-sense visa reforms to reduce costs and improve flexibility. The Government should freeze or reduce visa application fees and the Immigration Health Surcharge for students. Recent above-inflation hikes to these charges risk “pricing out many of the best and brightest students” who may choose more affordable countries instead. 

· Greater work rights for student visa holders, such as allowing 48 hours per fortnight, to ensure greater flexibility for international students.
Ramifications of Institutional Insolvency and Regional Impact
Consequences of a University Insolvency: 
The collapse or insolvency of a higher education provider would have devastating effects on students, staff, and regional economies. Universities are “the lifeblood of their local economies”,[footnoteRef:20] sustaining thousands of jobs (both within the institution and indirectly through local businesses), providing educational opportunities, driving innovation, and anchoring communities. If a university were to become insolvent and cease operations, the immediate consequences would include: disruption or termination of education for its students; loss of employment for academic and support staff; and a shock to the local economy as student spending halt.  [20:  Education Select Committee (Helen Hayes MP), 2025, https://committees.parliament.uk/committee/203/education-committee/news/207465/universities-on-the-brink-education-committee-launches-new-inquiry/] 

Students would need costly and difficult transfers to other and many might simply be unable to continue their courses – particularly if they are international students with visa conditions tied to a specific institution. 
Research projects with regional or national importance could be abandoned mid-stream. Certain towns and cities in the UK are heavily intertwined with their universities – from private landlords renting to students, to shops, cafes and taxi services depending on student custom, to partnerships between universities and local schools or healthcare providers. 
We would also expect long-term reputational harm for UK higher education as a whole – the rare occurrence of a university going bankrupt would make international partners and students question the security of studying here.  It’s important to note that recent changes in visa policy have already undermined the confidence of prospective international students, and any insolvency and its fallout are likely to have lasting implications for student recruitment, potentially creating cyclical financial pressures across the sector.
International Students’ Role in Local Growth and Public Services: 
International students make significant positive contributions to the regions and cities in which they study. First, they contribute economically through their spending on housing, food, transport and other living expenses. An average international student spends around £1,400 per month on living in London and slightly less in other regions, which flows directly into local businesses and the housing rental market.[footnoteRef:21]  [21:  The British Council, 2025, https://study-uk.britishcouncil.org/moving-uk/cost-studying] 

For many university towns, international students represent an important consumer base that supports jobs in retail, hospitality and beyond. Furthermore, international students often fill part-time jobs in the local economy, particularly in sectors like hospitality, catering, and customer service. While studying, about 15% of international students work part-time, and nearly half of those are employed in retail, food, or customer service roles that keep local establishments running.[footnoteRef:22]  [22:  RGSU, 2025, Globally Competitive, https://russellgroupstudentsunions.org/international-students-report] 

International students are also deeply engaged in their communities socially and civically. Our research found that 1 in 5 international students volunteer during their time at university, giving back through activities such as working with community organisations. This volunteering not only benefits the local community but also helps students integrate and build social networks. 
Beyond volunteering, international students bring diversity and global perspectives, improving the cultural life of campuses and cities. They share their traditions, food, which helps create cross-cultural understanding. As Abtisam Mohamed MP in Sheffield observed, international students by their presence “make [the city] a brilliant example of what modern Britain is today,” through everything from working in local businesses to sharing their culture.[footnoteRef:23] [23:  Ibid] 

Preventing Insolvency and Ensuring Sustainable Regional Provision: 
We believe that proactive strategies are needed to avoid university insolvencies and to maintain a wide geographic distribution of higher education opportunities. We put forward the following approaches:
· Sustainable Funding Model: The Government should rebalance the funding model to reduce over-reliance on international student fees and ensure adequate funding for core teaching and research costs. As our Student Manifesto argues, public funding must increase to reflect the value of HE to the economy and society. This means uplifting the teaching grant or other direct support for universities, especially for high-cost and strategically important subjects, and indexing this support (and/or tuition caps) to inflation so that institutions can plan sustainably.

· Maintain and Grow International Student Enrolment through Supportive Policies: To ensure no region loses out on international enrolments, the UK must remain an attractive destination compared to competitor countries. That entails the policy changes outlined in the previous section, such as creating a welcoming visa process (including the continuation of the Graduate Route). Each university should also be supported in diversifying the countries from which it recruits, to avoid over-concentration risk, particularly those in regions that rely on attracting overseas talent for the viability of certain courses.

· Investing in Student Support and Infrastructure: Ensuring students can afford to live and study in the region is essential for keeping enrolments up and avoiding a downward spiral. Our research highlights that the cost of living and housing shortages are hitting students hard and could drive them away from certain cities. We recommend the Government work with local authorities and universities to develop more affordable student housing, especially in areas of high demand. We back the concept of a “Student Living Guarantee” – every student should have access to housing that is reasonably priced, of decent quality, and within a reasonable distance of campus. 
Policy Recommendations (Theme 2): 
We make the following key recommendations to protect regional higher education provision and avoid institutional failures:
· Increase public funding for higher education to ensure no university is forced into insolvency. Government must recognise that universities deliver over £130 billion in economic impact (over 5% of GDP) when including international student contributions and fund them accordingly.

· Adopt a pro-growth strategy for international education. The Government should effectively communicate that it welcomes international students and aims for sustainable growth in international enrolment nationwide.

· Implement local economy safeguards and partnership approaches. Develop contingency plans so that if a university faces acute financial distress, there is a framework to protect students and the community. This could include an emergency fund or bridging loans to support teaching-out students. Additionally, incentivise universities to collaborate regionally – for example, sharing specialised facilities or coordinating on course offerings – to reduce duplication and increase efficiency, thereby lowering the risk of insolvency. Where a university is the main regional provider, consider it critical infrastructure and afford it support similar to an enterprise in the national interest, as seen with the steel industry earlier this year.

· Strengthen the student experience to boost retention and recruitment. We urge investment in affordable student housing developments in partnership with universities, the adoption of Student Living Guarantees on every campus and measures to improve students’ financial stability (e.g. better maintenance loans/grants). We also recommend allowing international students more flexibility to work and contribute (e.g. reforming the 20-hour a week limit), which not only aids their finances but also fills local part-time vacancies. Ensuring robust mental health and well-being support – such as funding dedicated international student advisors or better resourcing counselling services, will help students thrive. 
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Together we represent more than 700,000 students, working to ensure the student experience at Russell Group universities reflects their world-class reputation.
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