ACCOUNTS COMMISSION v/

Local government sector update —
January 2026

Prepared by Joe Chapman, Policy Manager for the Accounts
Commission

Introduction

1. Each month, the Accounts Commission receives a report that provides
an overview of significant recent activity relating to local government that is
relevant to its work. This is an adapted version of the report, which is
shared with local government stakeholders for information.

2. Please direct any queries or feedback via email to Joe Chapman.

Local and Scottish government finance issues

3. The Scottish Budget for 2026/27 was published and announced to
Parliament on 13 January. Given opposition parties’ positions, the budget
is expected to pass, with no major amendments, by the end of February.

4. The Accounts Commission received a briefing on the budget from Audit
Scotland colleagues at its February meeting. Links to budget documents
and other independent analyses are provided in the final section of this
report. Key points regarding the local government settlement include:

e The Scottish Government says overall funding for local government
(revenue and capital) will increase by 2 per cent in real terms, from
£15 billion to £15.7 billion, compared to the original Budget for
2025/26 (before in-year transfers and revisions).

e However, the budget documents largely compare the settlement for
2026/27 to the position at the Autumn budget revision for 2025/26 —
which is a higher baseline as it includes in-year transfers. The
Institute for Fiscal Studies put the ‘actual’ increase at 0.3 per cent.

e Of that £15.7 billion, £15 billion is revenue — that is less than the
£16 billion requested by COSLA (including £750 million additional
social care funding they called for which didn’t materialise).

e COSLA’s “budget reality” analysis suggests the budget provides an
additional £235 million of uncommitted revenue funding — a 1.6 per
cent cash terms increase (which is less than inflation).

e On capital, COSLA said the £680 million in the budget represents a
£98 million reduction in cash terms from this year, due to funding
streams ending or being reduced. They had asked for £844 million.


mailto:JChapman@audit.scot
https://www.gov.scot/publications/scottish-budget-2026-2027/
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5. Other measures in the budget relating to local government include:

e Two new council tax bands for properties worth £1-2 million and
over £2 million, to take effect from April 2028 and based on a
“targeted revaluation” to identify properties worth over £1 million

e Some non-domestic rates (NDRs) reductions and rates reliefs
intended to mitigate the impact of the 2026 NDR revaluation

e A £57 million increase intended for additional support for learning
within the education budget, and an expansion of the breakfast club
programme to provide universal access by August 2027.

6. Alongside the budget, the Scottish Government published a new multi-
year Spending Review. Key points for local government include:

e Total funding for local government is set to fall slightly (by £11
million) in cash terms in 2027/28 and then be almost unchanged in
2028/29 — in other words, slightly less than ‘flat cash’, so two real-
terms cuts roughly in line with inflation.

e Income from NDRs is forecast to fall by about £200 million in
2027/28, with a corresponding increase in the general revenue
grant. In 2028/29, both of those movements are reversed. Taking
these together, the total is virtually ‘flat cash’, and total capital
funding is also largely unchanged from year to year.

e The Scottish Fiscal Commission (SFC) says this represents a fall of
£472 million in spending on the local government portfolio between
2025/26 and 2028/29 — by far the most significant reduction of any
portfolio. Health and social justice see the biggest increases.

e The SFC says the local government portfolio’s share of resource
spending is set to fall from 26.4 per cent to 24.8 per cent, and its
share of the capital budget is to fall from 11.3 per cent to 9.1 per
cent, between 2025/26 and 2028/29.

7. Shona Robison gave evidence to the Finance and Public Administration
Committee and the Local Government, Housing and Planning Committee
on 27 January. Key areas of discussion included:

e The size of the real-terms increase in funding to local government
given different interpretations by different analysts, whether this is
sufficient to meet rising demand, and the need for reform

e Presentation of comparisons with the previous year’s Settlement
and with the position after the Autumn Budget Revision, and the
rationale for baselining some but not all routine in-year transfers

e The outlook for local government in the Spending Review — Ms
Robison clearly indicated an expectation, based on previous
experience, that allocations are indicative and likely to change.


https://www.gov.scot/publications/scottish-spending-review-2026/
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-finance-and-public-administration-committee/meetings/2026/finance-and-public-administration-committee-27-january-2026
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-finance-and-public-administration-committee/meetings/2026/finance-and-public-administration-committee-27-january-2026
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-local-government-housing-and-planning/meetings/2026/local-government-housing-and-planning-committee-27-january-2026
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8. COSLA produced its initial ‘Budget Reality’ analysis immediately after
the announcement, and later published a fuller response titled: WWhat does
the 2026-27 Budget mean for Councils?. The latter followed discussion by
COSLA Leaders, who agreed the budget is “a very poor settlement which
fails to address the dire financial situation in local government”, while the
Spending Review reflects “a “deprioritisation of the sector”.

9. A number of councils warned about the implications for their 2026/27
budgets. A few examples of this are provided below:

e Combhairle nan Eilean Siar said it is facing a £4.1 million deficit in
the coming financial year, and highlighted its budget consultation as
it considered options for council tax rises, service cuts, increased
charges and use of reserves. Council leader Paul Steele said the
authority could not continue to cut services back year after year,
and called for "open and frank" discussions with the Scottish
government to find real solutions for council funding.

e Inverclyde Council also opened a consultation seeking residents’
views on council tax and a range of savings options as it looks to
close a cumulative budget gap of £8.6 million over the next two
years. Proposals include library closures, cuts to employability
services, ceasing of civic events, and reduced community safety
and street cleaning, with a total of 70 jobs at risk.

e West Lothian Council leader Lawrence Fitzpatrick said the authority
is facing ‘years of funding cuts’ and needs to be “honest with the
public”. He said the settlement “falls well short of covering the
continuing rise in the cost of delivering essential services”. More
than 10,000 people responded to the council’s budget consultation
— the council’s biggest ever consultation response.

e East Lothian Council’s Provost warned that tough decisions will be
needed after a report by officers stated that the funding announced
by the Scottish Government left a £2.7 million gap in the council’s
2026/27 budget. This updated a previous report which had said that
without extra funding, the gap would be £6.9 million and require a
13 per cent council tax increase; this figure may now be revised.

e Moray Council set out the “key themes shaping budget proposals”
alongside an updated Short to Medium Term Financial Plan, with
graphics illustrating ‘where the council’s money comes from’ and
the proportions of its budget spent on different services.

10. The UK Government unveiled the allocation of a total of £140 million of
funding to five Scottish regions under the Local Growth Fund (LGF). The
programme is designed to support projects aimed at driving economic
growth, with funding provided via Regional Economic Partnerships. This
was described as “new investment”, but the LGF is a replacement for the
previous government’s UK Shared Prosperity Fund (SPF). The Industrial
Communities Alliance published an assessment of the funding (PDF link).


https://www.cosla.gov.uk/news/2026/january/budget-reality-for-scottish-local-government
https://www.cosla.gov.uk/news/2026/january/what-does-the-2026-27-budget-mean-for-councils
https://www.cosla.gov.uk/news/2026/january/what-does-the-2026-27-budget-mean-for-councils
https://www.bbc.co.uk/news/articles/cwy1pw5y4n3o
https://www.heraldscotland.com/news/25783061.inverclyde-council-mulls-job-cuts-closures-plug-8m-funding-gap/
https://www.dailyrecord.co.uk/news/local-news/west-lothian-facing-years-funding-36584480
https://www.eastlothiancourier.com/news/25780682.tough-decisions-2-7m-east-lothian-council-budget-gap/
https://newsroom.moray.gov.uk/news/moray-council-outlines-key-themes-shaping-202627-budget-proposals
https://www.gov.uk/government/news/140m-scottish-local-growth-fund-to-drive-economic-growth
https://www.gov.uk/government/news/140m-scottish-local-growth-fund-to-drive-economic-growth
https://industrialcommunitiesalliance.org.uk/wp-content/uploads/2026/01/SCOTLANDS-NEW-LOCAL-GROWTH-FUND.pdf
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11. The announcement was widely criticised by councils:

e The leaders of Dundee City Council, Glasgow City Council and
Midlothian Council, among others, strongly criticised the reductions
in funding compared to the SPF, as well as the new requirement for
70 per cent of the money to be spent on capital projects.

e They also pointed out the “impractical” three-year timescale for
completing capital projects, queried the shift in focus away from
employability and poverty reduction programmes, and warned that
hundreds of jobs are at risk due to the changes.

e Meanwhile, council leaders across the Highlands and Islands
questioned the decision not to allocate any funding to the region.
They called on the UK Government to revise the methodology to
take into account the high cost of living in the islands, and to put in
place transitional measures to mitigate the funding ‘cliff edge’.

12. The Scottish Government’s consultation on the future of council tax
closed at the end of January. Responses from councils in both Edinburgh
and Glasgow called for a “more progressive” system, including more
bands with steeper rates for the highest-value properties, and regular
revaluations. Councillors in Glasgow also called for wider reform of local
taxation, ‘looking beyond’ council tax and taking into consideration where
councils provide services to a wider population than their own tax base.

13. The Scottish Government published its draft amendment to the Visitor
Levy Act, intended to provide more flexibility and choice to councils in
designing the levy. It is hoped the Bill will be passed in the current session.

14. Alongside coverage of the money held by councils due to historical
overpayments of council tax, it was also reported that over £55 million in
council tax is owed to the City of Edinburgh Council, according to figures
obtained via FOlI, including £16.2 million unpaid for 2024/25.

Policy area updates

Education

15. Scotland’s largest teaching union, the EIS, is asking its members to
vote again on whether to go on strike over their workload, after a ballot
that closed in mid-January failed to reach the 50 per cent turnout threshold
required for a legal mandate. Eighty-six per cent of those who did vote
backed strike action. The new ballot closes on 4 March. A ballot by the
NASUWT also failed to reach the threshold, but it has said it will “continue
to push for implementation of the promised class contact time reduction”.

16. There have been a range of stories arising from releases or analysis of
education-related statistics in the past month, including the following:

e Most newly-qualified teachers are not securing permanent jobs. Of
around 2,300 teachers who completed their probation year in


https://www.glasgowlive.co.uk/news/glasgow-news/glasgow-council-calls-fairer-funding-33247987
https://www.glasgowlive.co.uk/news/glasgow-news/glasgow-council-calls-fairer-funding-33247987
https://www.gov.scot/news/visitor-levy-amendment-bill-published/
https://www.gov.scot/news/visitor-levy-amendment-bill-published/
https://www.bbc.co.uk/news/articles/cpdyjg27nnwo
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2024/25, only a quarter got a permanent post; about 44 per cent are
on temporary or fixed-term contracts, while just under a third are in
“other” roles — either supply teachers, or not in teaching at all.

e Atleast 70,000 pupils have missed half of school, and more than
6,000 have not been to school at all, in Scotland in the last six
years. Not all councils provided full (or any) statistics, so the actual
numbers are likely to be higher.

e Hundreds of applications for places in additional support needs
(ASN) schools are being rejected, while the number and proportion
of children classified as having ASN have risen to record levels.
Jenny Gilruth has announced a national review of ASN provision,
led by former Chief Inspector of Education Janie McManus.

Health and social care

17. Glasgow City Integration Joint Board (IJB) revealed that it is facing a
budget gap of £53 million in 2026/27, with officers working on a plan to
minimise the impact on services. The IJB says a key factor in its budget
pressure is the constrained ability of the council to provide financial
support as it underwrites the 1JB’s overspend on homelessness, which is
even greater than the overall shortfall currently faced by the IJB.

18. The Scottish Government says there have been more than 130
requests for support through its ‘displaced worker scheme’, aimed at
boosting the recruitment of social care workers who are in the UK but lack
sponsorship for a visa. The scheme covers additional costs faced by
employers when hiring people in this position to fill existing vacancies.

Housing and homelessness

19. A new national housing agency is to be established by the Scottish
Government, aimed at helping to accelerate housebuilding. ‘More Homes
Scotland’ is expected to start operating from 2027/28, subject to the
outcome of the Scottish Parliament election. The agency’s functions and
operating model will be co-designed by the Cabinet Secretary for Housing,
Scottish National Investment Bank (SNIB) and local authorities.

20. The role of the SNIB in supporting the new agency is intended to help
attract more commercial investment, which represents about one sixth of
the planned £4.9 billion investment in new affordable housing over the
spending review period. However, sector bodies representing housing
associations and tenants have criticised the level of spending especially in
2026/27, and reliance on the private sector to deliver affordable homes.

21. It was reported that the City of Edinburgh Council is set for a large
underspend on housing, including £45 million allocated for buying existing
homes and £14 million for building new ones. Officers said the underspend
on purchasing is due to challenges in securing good value and there has
been slippage in its housebuilding programme, but insisted the money is
committed and will be spent this year or next.


https://theedinburghreporter.co.uk/2026/01/thousands-of-pupils-have-not-attended-school-in-scotland-in-the-last-six-years/
https://www.dailyrecord.co.uk/news/hundreds-scots-parents-applications-additional-36568291
https://www.dailyrecord.co.uk/news/hundreds-scots-parents-applications-additional-36568291
https://www.glasgowtimes.co.uk/news/25789522.glasgow-services-face-huge-shortfall-50m/
https://www.gov.scot/publications/adult-social-care-displaced-worker-scheme/
https://news.stv.tv/east-central/60m-underspend-on-building-and-buying-new-houses-in-edinburgh-branded-scandalous
https://news.stv.tv/east-central/60m-underspend-on-building-and-buying-new-houses-in-edinburgh-branded-scandalous
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22. Glasgow City Council’s housing convener, ClIr Ruari Kelly, suggested
redirecting funds and sharing resources across local authority boundaries
could help tackle homelessness in the city and across Scotland. Glasgow
is facing a £56 million overspend arising from pressure on homelessness
services, with nearly 5,000 households in temporary accommodation, and
use of B&Bs and hotels costing around £4.5 million per month.

23. Delays in reaching decisions on planning applications for local housing
schemes have also been highlighted as a “major issue” and potential
“barrier” to housebuilding by industry body Homes for Scotland. Official
statistics for 2024/25 show:

e Arrise in the number of ‘major’ housing developments (50 or more
homes) being processed, from 77 to 101, and the average decision
time fell to 44.4 weeks after peaking at 59.8 weeks in 2023/24

e Applications for smaller ‘local’ developments (fewer than 50 homes)
fell for the third year in a row — from 3,653 to 3,289 — and average
decision times for these remained at a record high of 19.4 weeks

e For both major and local housing developments, decision times far
exceed statutory timeframes of 16 weeks and 8 weeks respectively.

24. The average times above are ‘mean’ averages — median averages
were substantially lower (and the same as or lower than the previous year)
because some, more complex applications can take much longer to be
determined. As an example, it was reported that nearly 100 applications in
Argyll and Bute have been waiting at least a year, which the council
attributed partly to limited resources and budget cuts.

Infrastructure and communities

25. A number of towns across the south of Scotland have published their
proposals on how to spend a share of £20 million offered as part of the
Borderlands Growth Deal Place Programme, funded by the UK and
Scottish Governments. This initiative is distinct from the UK Government’s
Pride in Place programme, which is providing £20 million each to various
towns in Scotland and the rest of the UK, though both initiatives involve
communities themselves identifying projects and developing plans.

26. Community leaders from across the rural south are joining with those
in the Highlands and the north east in opposing the Scottish Government's
position on renewable energy developments, following a ‘convention’ of
more than 40 community councils and other organisations. The Scottish
Government aims to generate around half of the country's overall energy
consumption from renewable sources by 2030 and denies that the views
and concerns of rural communities are being ignored.

27. Angus Council has decided against taking a blanket approach to the
use of 20mph speed limits in built-up areas, after a public consultation
showed strong local opposition to the proposal. The Scottish Government
wants to roll out 20mph limits across the country by the end of March, but


https://news.stv.tv/west-central/glasgow-happy-to-use-other-councils-unspent-budgets-to-tackle-citys-housing-crisis
https://www.bbc.co.uk/news/articles/c701xye4495o
https://www.bbc.co.uk/news/articles/c701xye4495o
https://www.bbc.co.uk/news/articles/c1500wvepzko
https://www.bbc.co.uk/news/articles/ceqz2v22gpeo
https://www.bbc.co.uk/news/articles/ceqz2v22gpeo
https://www.thecourier.co.uk/fp/news/5420935/angus-20mph-speed-limit-strategy/
https://www.thecourier.co.uk/fp/news/5420935/angus-20mph-speed-limit-strategy/
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has said it is for councils to decide where and how they should be applied.
Angus has decided to continue introducing limits on a case-by-case basis,
and will have to give up £250,000 of funding for the initiative.

Council leadership and public appointments

28. North Ayrshire Council’s leader, Clir Marie Burns, and deputy leader,
Clir Shaun Macaulay, announced a surprise joint resignation. No reason
was given, although Clir Burns has said she will not be standing in the
2027 election. Clir Tony Gurney and ClIr Christina Larsen immediately took
over as the SNP group’s leader and deputy leader respectively, and were
expected to be elected to lead the council at a meeting on 11 February.

29. Ruth Binks has been appointed as the new HM Chief Inspector of
Education in Scotland. The post was newly established by legislation
passed last year, which transferred inspection functions from Education
Scotland, providing greater independence. Ms Binks is currently Director
of Education at Inverclyde Council, and was previously a head teacher;
she is expected to begin the role at the end of March.

Other updates

30. The Local Government Information Unit (LGIU) published its third
annual report on ‘The State of Local Government Finance in Scotland’ —
based on a survey of Council Leaders, Chief Executives and Directors of
Finance. Overall, the survey showed a continuing lack of confidence about
the sustainability of local government finances. Members can view a
summary of key points and survey results.

31. The Auditor General has recently published the following reports:

e Best Value in policing: Joint Best Value audit of policing in Scotland
with HM Inspectorate of Constabulary in Scotland.

e Administration of Scottish income tax 2024/25: additional assurance
to the Scottish Parliament following the report by the National Audit
Office which has statutory responsibilities in this area.

32. Publications and analysis relating to the Scottish Budget include:

e Scottish Government:
o Scottish Budget 2026 to 2027 (main Budget document)
o Scottish Budget (collection of all documents)
o Scottish Spending Review 2026

o Responses from Shona Robison to pre-budget scrutiny by the
Finance and Public Administration Committee and the Local
Government, Housing and Planning Committee

e Scottish Fiscal Commission:


https://lgiu.org/publication/2025-state-of-local-government-finance-in-scotland/
https://auditscotland.sharepoint.com/:w:/r/sites/Accounts_Commission/Member%20Resources/Subject%20briefings/LGIU%20State%20of%20LG%20Finance%20in%20Scotland%20report%202025%20-%20briefing.docx?d=w5f5ea13de3714ee1bd33d0307472d13e&csf=1&web=1&e=u3iOnD
https://audit.scot/publications/best-value-in-policing-joint-best-value-audit-of-policing-in-scotland
https://audit.scot/publications/administration-of-scottish-income-tax-202425
https://www.nao.org.uk/reports/administration-of-scottish-income-tax-2024-25/
https://www.nao.org.uk/reports/administration-of-scottish-income-tax-2024-25/
https://www.gov.scot/publications/scottish-budget-2026-2027/
https://www.gov.scot/budget/
https://www.gov.scot/publications/scottish-spending-review-2026/
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-finance-and-public-administration-committee/correspondence/2026/report-on-prebudget-scrutiny-202627-scottish-government-response
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-local-government-housing-and-planning/correspondence/2026/pre-budget-scrutiny-2026_27-16-january-2026
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-local-government-housing-and-planning/correspondence/2026/pre-budget-scrutiny-2026_27-16-january-2026
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o Budget and Spending Review underscore tight fiscal outlook
as Scottish Government plans efficiencies and reform

o Scotland’s Economic and Fiscal Forecasts — January 2026

e Scottish Parliament Information Centre (SPICe):
o Initial reactions to the final Budget of Session 6

o Budget Bingo: a full house? — key themes in pre-budget
scrutiny for 2026-27

o Scottish Government responses to pre-Budget scrutiny:
evidence of action, but few outcomes?

o Scottish Budget 2026-27 (detailed briefing)

e Fraser of Allander Institute (FAI):
o A Budget where the silences were loudest
o More on the 2026-27 Scottish Budget (podcast and transcript)
o Council tax and the Spending Review

o Are the Scottish Government spending all the two-child limit
savings on reducing child poverty?

e Institute for Fiscal Studies: Immediate response to the Scottish
Budget and Spending Review

e LGIU: Scottish Budget 2026-27 — highlights for local government
e BBC News: Scottish Budget (collection of articles and analysis)

33. Other recent publications and updates identified as being of possible
interest to Accounts Commission members are listed below.

e LGIU: LGIU’s look ahead for Scottish local government in 2026
e LGIU: Resource pack: Ask the Expert: The state of local
government finance in Scotland

e SPICe: Buy now, pay later: borrowing and the Scottish Budget

e FAI: Paving the way for preventative budgeting in Scotland
e FAIl: How poverty rates in Scotland compare with the rest of the UK

e Public Health Scotland: Together we can: 10-year strategy to 2035

Further information

34. You can find more information about the Accounts Commission on our
website. Meeting agendas, public papers, minutes and the recording and
transcript of the most recent public session are available on the meetings
page, and the Annual review showcases our work and impact in 2024/25.


https://fiscalcommission.scot/budget-and-spending-review-underscore-tight-fiscal-outlook-as-scottish-government-plans-efficiencies-and-reform/
https://fiscalcommission.scot/budget-and-spending-review-underscore-tight-fiscal-outlook-as-scottish-government-plans-efficiencies-and-reform/
https://fiscalcommission.scot/publications/scotlands-economic-and-fiscal-forecasts-january-2026/
https://spice-spotlight.scot/2026/01/13/initial-reactions-to-the-final-budget-of-session-6/
https://spice-spotlight.scot/2026/01/08/budget-bingo-a-full-house-key-themes-in-pre-budget-scrutiny-for-2026-27/
https://spice-spotlight.scot/2026/01/08/budget-bingo-a-full-house-key-themes-in-pre-budget-scrutiny-for-2026-27/
https://spice-spotlight.scot/2026/01/20/scottish-government-responses-to-pre-budget-scrutiny-evidence-of-action-but-few-outcomes/
https://spice-spotlight.scot/2026/01/20/scottish-government-responses-to-pre-budget-scrutiny-evidence-of-action-but-few-outcomes/
https://digitalpublications.parliament.scot/ResearchBriefings/Report/2026/1/16/d3ec7505-5b7c-443b-a51d-9716fb92bda8
https://fraserofallander.org/a-budget-where-the-silences-were-loudest/
https://fraserofallander.org/more-on-the-2026-27-scottish-budget/
https://fraserofallander.org/budget-day-3-reaction-council-tax-the-spending-review/
https://fraserofallander.org/budget-day-4-reaction-are-the-scottish-government-spending-all-the-two-child-limit-savings-on-reducing-child-poverty/
https://fraserofallander.org/budget-day-4-reaction-are-the-scottish-government-spending-all-the-two-child-limit-savings-on-reducing-child-poverty/
https://ifs.org.uk/articles/immediate-response-scottish-budget-and-spending-review
https://ifs.org.uk/articles/immediate-response-scottish-budget-and-spending-review
https://lgiu.org/briefing/scottish-government-budget-2026-27-highlights-for-local-government/
https://www.bbc.co.uk/news/topics/cqgpmnzkv1dt
https://lgiu.org/briefing/lgius-look-ahead-for-scottish-local-government-in-scotland-in-2026/
https://lgiu.org/events-2/resource-pack-ask-the-expert-the-state-of-local-government-finance-in-scotland/
https://lgiu.org/events-2/resource-pack-ask-the-expert-the-state-of-local-government-finance-in-scotland/
https://spice-spotlight.scot/2026/01/08/buy-now-pay-later-borrowing-and-the-scottish-budget/
https://fraserofallander.org/scotlands-budget-report-preview-3-paving-the-way-for-preventative-budgeting/
https://fraserofallander.org/how-do-poverty-rates-in-scotland-compare-with-the-rest-of-the-uk/
https://publichealthscotland.scot/about-us/what-we-do-and-how-we-work/together-we-can-our-10-year-strategy-to-2035/strategic-vision/
https://audit.scot/accounts-commission
https://audit.scot/accounts-commission
https://audit.scot/about-us/accounts-commission/commission-meetings
https://audit.scot/about-us/accounts-commission/commission-meetings
https://audit.scot/publications/accounts-commission-annual-review-202425
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Appendix: LGIU local government finance survey results
Key points

1. The Local Government Information Unit (LGIU) has published its third
annual report on ‘The State of Local Government Finance in Scotland’ —
based on a survey of Council Leaders, Chief Executives and Directors of
Finance. A detailed summary of the survey results is in the next section.

2. The survey results were almost identical to the previous year, with the
headline findings being about very low confidence in councils about their
own financial sustainability and that of local government as a whole.

3. LGIU concluded that “local government finance in Scotland is still not fit
for purpose”, and repeated its calls for a number of measures to formalise
and implement the principles of the Verity House Agreement, as well as a

“full-scale review” of local government finance, and clear procedures to be
followed in the event of a council being unable to pass a balanced budget.

4. This year’s report looked in detail at public service reform (PSR) and
other possible solutions to improve financial sustainability.

e As well as multi-year settlements and ending ring-fencing, a
majority of respondents also support new tax options for local
authorities, including a local share of national taxes.

e There is a wide range of interpretations of what PSR could and
should involve, while some see it merely as a new label for change
that councils have been undertaking for years.

e There is no consensus on structural reform, such as regional levels
of government, with many fearful of the potential short-term costs
and upheaval.

5. Prevention, place-based services and integration are all supported as
concepts, but there is a fair amount of scepticism about how feasible they
are in practice given current funding, structures and relationships across
the public sector.

6. One other strong theme in this year’s survey results was criticism of the
structure of health and social care integration. Integration Joint Boards
(IJBs) were described as an ineffective way to allocate resources, an
unsustainable financial burden on councils, and “a third entity that councils
and health boards can blame for problems”, hindering accountability.

Survey results

7. The survey was sent to chief executives, leaders and directors of
finance across all 32 local authorities in November 2025. This survey
received 36 responses from 26 councils — including 13 chief executives,
13 leaders and ten section 95 officers. (In 2024, there were 56 responses,
covering 27 councils).


https://lgiu.org/publication/2025-state-of-local-government-finance-in-scotland/

Local government sector update — January 2026 | 10

8. Around a third of respondents either said it was quite or very likely that
they would be unable to set a balanced budget for 2026/27, and 70 per
cent saying this was likely in the next five years. (These percentages are
almost identical to the 2024 results.)

9. Rising service demand, costs of spending directed by Scottish
Government priorities, inflation, and recruitment challenges were again
cited as key challenges by all or almost all respondents.

10. Adult social care was again by far the most commonly-cited short-term
and long-term pressure in terms of individual service areas.

11. Also in line with last year, nearly all said they are planning to reduce
spending on services, increase fees and charges and increase council tax
to help balance the budget, with three quarters saying they will also use
reserves.

e Most said they are planning council tax rises of between five and
ten per cent, with around a quarter going above that

e ‘Back office’ or corporate functions, along with non-statutory
services like culture and leisure and business support are the focus
of attention for service reductions for most

e Just over half are planning reductions in education including
additional support — though this is far fewer than last year — and a
similar proportion are planning cuts in adult social care

e Nearly everyone agreed cuts to services will negatively impact on
quality of life and increase risks to vulnerable people.

12. In terms of solutions, ending ring-fencing and introducing multi-year
settlements were again the options said to have the most potential,
followed by a local share of national taxes, more freedom to levy other
local taxes, and ending competitive bids for funding.

13. One of the few significant changes from last year was a fall in the
proportion of respondents who think reforming council tax would have a
positive impact on council finances — from 78 to 47 per cent.

14. The survey also focused on aspects (and interpretations) of public
service reform. Recurring themes of responses included single authority
models, place-based services, a shift to prevention and structural changes
including abolition of 1JBs.



