ACCOUNTS COMMISSION v/

Local government policy update ltem 7

Meeting date:
Policy Manager for the Commission 12 March 2026
Purpose

1. This regular report provides an overview of significant recent activity
relating to the Accounts Commission and local government. This report
complements the weekly news updates by highlighting key issues. A

version of each monthly report is shared directly with local government
stakeholders for information and posted on the Commission’s website.

Recommendations

2. The Commission is invited to note this report and consider any
implications for its work programme.

Recent publications
3. Media coverage and engagement for recent publications is as follows:
¢ Financial bulletin supplement: Scottish Budget (72 February)
— No media activity or coverage. 700 downloads in February.
¢ Integration Joint Boards: Finance bulletin 2024/25 (26 February)

— Coverage: Interviews with BBC, STV and Go Radio. Some
national, local and sector news media reporting. Responses from
Scottish Government, COSLA, political parties and unions.

— Engagement: 550 downloads in the first 3 days. Social media
information not available at time of writing.

e Best Value: Shetland Islands Council (56 March)

o Published after this report was produced. Updates via email in
the interim and details to be included in the next Policy Update.

Media and Parliamentary monitoring
4. Recent references to Commission publications in Parliament include:

e Finance and Local Government Questions, 4 February: Shona
Robison cited the Commission when referring to real-terms
increases in funding for local government in the 2026/27 budget
and “the past three Scottish budgets”, in reply to questions from
Labour MSPs about COSLA's response to the budget.


https://auditscotland.sharepoint.com/:f:/r/sites/Accounts_Commission/Media/Weekly%20Digest?csf=1&web=1&e=ESwwKT
https://audit.scot/publications/local-government-in-scotland-financial-bulletin-202425
https://audit.scot/publications/integration-joint-boards-finance-bulletin-202425
https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/meeting-of-parliament-04-02-2026?meeting=20046&iob=203047#203047
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e Debate on Council Tax, 4 February: Ms Robison repeated these
references, and opposition MSPs cited the Commission in relation
to the budget gap of £528 million for 2026/27 projected in last
year’s Budgets briefing, and the 24 per cent ring-fenced funding,
rising debt and falling reserves reported in the Financial bulletin.

e Public Audit Committee, 18 February: The Commission was cited
and quoted when the Committee took evidence from senior Scottish
Government officials regarding the ‘Delayed discharges’ and
‘Community health & social care performance’ publications.

e Budget Bill Stage 3 debate, 25 February: Jamie Greene MSP (Lib
Dem) briefly mentioned the Commission when referring to a “£1
billion black hole in local government finances”.

e First Minister’'s Questions, 26 February: Jackie Baillie MSP (Labour)
cited the IJBs finance bulletin, published that day, in raising funding
gaps in social care and the impact on vulnerable people.

e Local Government Finance Order debate, 26 February: The
Commission was mentioned by MSPs from almost all parties — by
Ministers in relation to a real-terms increase in the 2026/27 budget,
and by opposition Members quoting forecast budget gaps.

5. Elsewhere the Commission featured in a Local Government Information
Unit (LGIU) article, Key insights from the Accounts Commission: Best
Value, radical change, and accountability. This shares “key takeaways”
from a conversation with Jo Armstrong and Andrew Burns by LGIU’s Chief
Executive, Jonathan Carr-West. The article covers issues around financial
pressures facing councils, transformation, community engagement, audit
safeguards and the impact of the Commission’s reporting.

Scottish budget and financial outlook

6. The Scottish Parliament passed the Scottish budget for 2026/27 and
the Local Government Finance Order, on 25 and 26 February respectively.
On the budget, SNP and Liberal Democrat MSPs voted in favour and
Conservatives against, while Labour and the Greens abstained. On the
Finance Order, the Conservatives abstained and all others voted in favour.

7. The agreed Scottish budget included amendments such as:

e Social care — £20 million added to the local government settlement
to be used to fund the Real Living Wage for workers in the adult
and childcare sectors. This followed discussions with COSLA, who
had said that the original budget met the Real Living Wage uplift for
social care but not the increase in the statutory minimum wage.

¢ Investing in Communities - £5.33 million added to the Economy
portfolio to support continuity for community-led projects while work
progresses on transitioning to future funding arrangements.


https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/meeting-of-parliament-04-02-2026?meeting=20046&iob=203056#orscontributions_M1870E432P768C3012030
https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/PA-18-02-2026?meeting=20096&iob=207170
https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/meeting-of-parliament-25-02-2026?meeting=20095&iob=209275#orscontributions_M5698E323P852C3031777
https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/meeting-of-parliament-26-02-2026?meeting=20099&iob=209169#orscontributions_M1783E427P763C3030307
https://www.parliament.scot/chamber-and-committees/official-report/search-what-was-said-in-parliament/meeting-of-parliament-26-02-2026?meeting=20099&iob=209194
https://lgiu.org/blog-article/key-insights-from-the-accounts-commission-best-value-radical-change-and-accountability/
https://lgiu.org/blog-article/key-insights-from-the-accounts-commission-best-value-radical-change-and-accountability/
https://www.bbc.co.uk/news/articles/cvg3qvy5zylo

Item 7 Local government policy update | 3

¢ Non-Domestic Rates: new reliefs for eligible licensed premises and
music venues, and for some self-catering properties, adding to the
planned relief for small retail, hospitality and leisure properties.

8. A number of experts have published analyses of the economic and
political landscape ahead of the Scottish Parliament election. Some of
these have been summarised by the BBC’s Douglas Fraser. For example:

e The Scottish Fiscal Commission (SFC) produced a summary of the
pressures on the Scottish budget identified through its short-term
and long-term forecasts. These include rising demand for services,
rapidly growing social security spending, a continuing squeeze on
living standards, and child poverty and net zero obligations, as well
as savings targets and a need to manage workforce costs. The
SFC also says tax revenue is growing, with more people paying the
higher rate due to the freezing of thresholds.

e The Fraser of Allander Institute (FAI) called on political parties to be
honest with the electorate about the scale of financial challenges
facing the Scottish public sector. They highlighted pressures in
health, social care, justice and post-school education finances
alongside low productivity growth, net zero transition and population
ageing as significant issues to be tackled by the next government.
The FAI also warned of a “looming crisis on public sector pay”.

e The Institute for Fiscal Studies (IFS) looked at the impact of an
expected reduction in Scotland’s “funding advantage”. Funding for
public services may become static in real terms in contrast to recent
increases, and funding per person is set to be 23 per cent higher
than in England by 2028/29, compared to 32 per cent in 2019/20.
The IFS says it will be harder to provide more generous services in
Scotland as a result. They also wrote about shifts in health and
social care spending signalled by the spending review.

9. The UK Government’s Spring Statement on 3 March will result in a total
of £921 million of additional Barnett consequential funding for the Scottish
Government across three years, 2026/27 to 2028/29. Almost all of this is
resource funding, most of which in turn comes from the measures relating
to special educational needs and disabilities (SEND; see below). The
write-off of SEND debts will trigger £533 million of additional money in
2026/27, while extra spending on SEND in England in 2028/29 will result
in £326.5 million of additional funding in that year.

Local government finance issues

10. Almost all councils have now set their budgets for 2026/27. BBC News
has published an overview focused on council tax rises, including a tracker
of increases confirmed or proposed by each council. Links to council news
releases and press coverage of budget-setting by each council are
provided in this briefing for members.


https://www.bbc.co.uk/news/articles/c3wl526edelo
https://fiscalcommission.scot/publications/fiscal-sustainability-perspectives-what-scotlands-finances-mean-for-the-next-parliament-february-2026/
https://fraserofallander.org/publications/setting-the-scene-scotland-on-the-eve-of-the-2026-election/
https://fraserofallander.org/reckoning-on-public-sector-pay-deferred-until-after-the-election/
https://ifs.org.uk/news/next-scottish-government-will-face-tough-choices-funding-advantage-relative-england-falls
https://ifs.org.uk/news/scottish-budget-and-spending-review-signal-big-shifts-health-and-investment-spending-reliance
https://ifs.org.uk/news/scottish-budget-and-spending-review-signal-big-shifts-health-and-investment-spending-reliance
https://spice-spotlight.scot/2026/03/03/spring-statement-delivers-a-barnett-bonus/
https://www.bbc.co.uk/news/articles/cvg3qe2yk3wo
https://www.bbc.co.uk/news/articles/cvg3qe2yk3wo
https://auditscotland.sharepoint.com/:w:/r/sites/Accounts_Commission/Member%20Resources/Briefings/Council%20budget-setting%202026-27.docx?d=w5db88ae965c0444b8431123741f3e2d0&csf=1&web=1&e=8VdV4C
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11. The Daily Mail reported that councils in Scotland are preparing to write
off almost £100 million of council tax arrears. Analysis of local government
finance statistics showed councils put aside £92.8 million for provisions
against doubtful debts — in the context of around £4 billion raised through
council tax and other charges, subject to discounts and exemptions.

12. The Scottish Parliament agreed to the general principles of the Bill to
amend the Visitor Levy (Scotland) Act. The Local Government, Housing
and Planning Committee had earlier backed the draft Bill in its Stage 1
report and was scrutinising the Bill in detail at Stage 2 at time of writing.

Policy area updates

Education, children and young people

13. New figures show the poverty-related attainment gap remains wider
than before the pandemic. The gaps between the proportions of pupils
from the least deprived and most deprived backgrounds gaining either at
least one or at least five passes at National 4, National 5 and Higher levels
in 2024/25 fluctuated, with some narrowing compared to the year before.
However, on almost all measures the gap is wider than in 2018/19.

14. Residents on Mull have lost a bid for judicial review against Argyll and
Bute Council’s decision to build a new school campus at Tobermory in the
north of the island. Many parents wanted a more central location to avoid
pupils from the south having to travel to and stay in Oban for school during
the week. They argued the council had failed to follow proper process, but
the Court of Session dismissed the case, saying the council acted lawfully.
It's the second failed judicial review against the council in recent months.

15. Aberdeenshire Council’s education committee chair has said rural
schools may have to merge if pupil numbers continue to fall. The council
oversees a large geographic area with a number of sparsely-attended rural
primary schools. The council is currently consulting on proposed closures
of two schools and a merger of two others. Meanwhile, it was reported that
some councils are spending millions of pounds on temporary buildings as
a short-term measure to address a lack of capacity in their schools.

16. The UK Government has announced reform of provision of support for
SEND in England, in response to rapidly growing demand. In future, only
children with the most complex needs will be eligible for a legally binding
Education, Health and Care Plan. The Government will also provide grants
to write off 90 per cent of English councils’ SEND-related debts. These
were set to be applied to council accounts from 2028, but the Government
will now take responsibility for SEND funding from then.

Housing and homelessness

17. Glasgow City Council has set out plans to borrow money to cover the
rising costs of homelessness, as part of its 2026/27 budget. Following
discussions with the Scottish Government, the council will be able to
‘convert’ its capital grant into revenue funding to pay the cost of borrowing,


https://www.dailymail.co.uk/news/article-15580663/Town-halls-set-write-100million-council-tax-debt-mountain.html
https://www.gov.scot/collections/local-government-finance-statistics/
https://www.gov.scot/collections/local-government-finance-statistics/
https://www.parliament.scot/bills-and-laws/bills/s6/visitor-levy-amendment-scotland-bill
https://www.parliament.scot/bills-and-laws/bills/s6/visitor-levy-amendment-scotland-bill
https://www.parliament.scot/about/news/news-listing/committee-backs-bill-to-update-visitor-levy-legislation
https://www.parliament.scot/about/news/news-listing/committee-backs-bill-to-update-visitor-levy-legislation
https://www.bbc.co.uk/news/articles/c20j12pw851o
https://www.bbc.co.uk/news/articles/c20j12pw851o
https://www.bbc.co.uk/news/articles/cdxgnzpzygpo
https://news.stv.tv/north/aberdeenshire-education-chief-admits-rural-schools-could-merge-if-pupil-numbers-continue-to-fall
https://news.stv.tv/north/aberdeenshire-education-chief-admits-rural-schools-could-merge-if-pupil-numbers-continue-to-fall
https://www.aberdeenshire.gov.uk/schools/school-info/education-consultations/
https://www.heraldscotland.com/news/25872946.temporary-classrooms-costing-hard-up-councils-millions/
https://www.bbc.co.uk/news/articles/c309zp49zdno
https://www.bbc.co.uk/news/articles/c309zp49zdno
https://www.bbc.co.uk/news/articles/cjd95572xpeo
https://www.bbc.co.uk/news/articles/cjd95572xpeo
https://news.stv.tv/west-central/glasgow-city-council-plans-to-borrow-money-amid-56m-homelessness-crisis-branded-sticking-plaster
https://news.stv.tv/west-central/glasgow-city-council-plans-to-borrow-money-amid-56m-homelessness-crisis-branded-sticking-plaster
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then borrow to fill the gap in its capital budget. City Treasurer, Clir Ricky
Bell, admitted this is a “one-year solution” and said the council will work
with the government to reach a “sustainable position”.

Infrastructure, communities and climate change

18. Community council members from rural areas across Scotland have
met with Energy Secretary Gillian Martin to express their concerns about
planned major new renewable energy developments. Campaigners say
people living in the areas affected feel their concerns are not being heard.
The Scottish Government says potential impacts on communities are
important considerations in the decision-making process, but a pause on
such developments is not a “sustainable position”.

19. In February, one controversial wind farm proposal for the Borders was
approved by Ministers despite being opposed by the council, while appeal
judges overturned Ministerial approval of another, that was originally
rejected by the council in 2020.

20. Research carried out for Greenpeace has shown that nearly 400,000
homes in Scotland could be at high risk of severe flooding by 2080 if
global temperatures rise by 2.4C above pre-industrial levels. Similar
analysis by the Environment Agency has found that around one million
homes in England are already in the highest category of flood risk.

21. A £54 million flood protection scheme planned for Musselburgh in East
Lothian is likely to be delayed and/or reduced due to its costs exceeding a
cap on national funding. The scheme is also subject to a public inquiry,
which will take one to two years, having received hundreds of objections.
Meanwhile, Argyll and Bute Council reported the estimated cost of damage
caused by Storm Eowyn in January 2026 exceeds £4 million. Funding has
mostly been identified, including through the national Bellwin Scheme.

22. The Scottish Government published a new National Islands Plan
proposes detailed appraisals on three new fixed links — between Mull and
the mainland and between islands in the Outer Hebrides. The Plan sets
out the potential benefits but acknowledges that local opinions may vary.
Earlier, Comhairle nan Eilean Siar backed the development of links
between Barra, the Uists and Harris, but opposed links to the mainland.

23. Areport by the Equalities, Human Rights and Civil Justice Committee
says the Scottish Government needs to target action to ensure rural areas
have access to services and rights, and tackle the “rural premium”. A lack
of affordable housing and adequate infrastructure, combined with a higher
than average cost of living, were also found to pose significant challenges
to the sustainability of rural communities.

24. Meanwhile the Islands Forum set up by the previous UK Government
to discuss the challenges and opportunities faced by island communities
has been scrapped after meeting just four times. Island council leaders
expressed disappointment that the useful initiative had been wound up.


https://www.bbc.co.uk/news/articles/c0e59rqn5r9o
https://www.bbc.co.uk/news/articles/c0e59rqn5r9o
https://www.johnogroat-journal.co.uk/news/pause-on-renewables-not-sustainable-428138/
https://www.johnogroat-journal.co.uk/news/pause-on-renewables-not-sustainable-428138/
https://news.stv.tv/world/green-groups-warn-of-rising-flood-threat-with-380000-more-scots-homes-at-high-risk
https://news.stv.tv/world/green-groups-warn-of-rising-flood-threat-with-380000-more-scots-homes-at-high-risk
https://news.stv.tv/world/green-groups-warn-of-rising-flood-threat-with-380000-more-scots-homes-at-high-risk
https://news.stv.tv/world/green-groups-warn-of-rising-flood-threat-with-380000-more-scots-homes-at-high-risk
https://news.stv.tv/west-central/cost-to-repair-damage-caused-by-storm-eowyn-in-argyll-and-bute-passes-4m
https://news.stv.tv/west-central/cost-to-repair-damage-caused-by-storm-eowyn-in-argyll-and-bute-passes-4m
https://www.bbc.co.uk/news/articles/c8egx6pg2l3o
https://news.stv.tv/scotland/ministers-must-act-to-tackle-rural-premium-say-msps
https://www.bbc.co.uk/news/articles/c5y5d1ep8j9o
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Workforce and administration

25. Argyll and Bute Council says it has made changes to its recruitment
policy after finding that two thirds of applicants for jobs were “not suitable”
for interview. The council also says it takes an average of 78 days tofill a
vacancy, with challenges arising when posts are not filled. Job descriptions
and interview processes will now set out more clearly the expectations for
the role, linked to the council’s ‘Connect for Success principles’.

26. South Ayrshire Council has said job cuts are “inevitable” over the next
few years as it seeks to balance its budget. Pay accounts for half of all of
the council’s spending, and it is seeking to include target percentage
reductions in its workforce as part of its next workforce plan.

27. West Lothian Council is to stop public broadcasting of its meetings as
part of its budget cuts. The proposal, which will save £51,000 largely in
staffing costs, was one of a range of options put forward in the council’s
large-scale public consultation, which showed little support for retaining
the service. The broadcasts have very few viewers, often in single figures.
The council will retain its free ‘Bulletin’ newspaper for all households,
though, after a budget proposal that included ceasing it was rejected.

28. There has been a mixed response from councils to the additional bank
holiday to mark Scotland’s participation in the men’s football World Cup.
The holiday applies to Scottish Government-employed staff but is optional
for other public bodies. Councils in Aberdeen and Glasgow have decided
to implement the holiday, but a number of others have rejected it, citing the
significant additional cost amid existing pressures on budgets. Glasgow
City Council estimates the holiday could cost £520,000.

Other updates

29. The UK Government abandoned plans to delay elections for councils
in England that are subject to reorganisation. The changes will see district
and county councils merged into unitary authorities in some areas and
neighbouring councils merged in others. It had been considered that
holding elections for the 30 affected councils was an unnecessary strain
on resources. However, the Government was advised that it was likely to
lose a legal challenge brought by Reform UK. Those councils now face a
very compressed timescale for organising the elections.

30. Recent publications and updates of possible interest to members
(besides those referenced earlier in this report) are listed below:

e Scottish Budget:

— Scottish Parliament: Finance Committee calls for government
fiscal action before and after election

— Scottish Government (SG): Response to budget scrutiny report

— LGIU: Scottish Budget - a deeper look at implications for councils


https://www.heraldscotland.com/news/25856582.two-thirds-applicants-jobs-scots-council-not-suitable/
https://www.bbc.co.uk/news/articles/ceqvrjp41qxo
https://www.dailyrecord.co.uk/news/local-news/west-lothian-council-pulls-plug-36786387
https://news.stv.tv/west-central/world-cup-bank-holiday-could-cost-glasgow-city-council-more-than-half-a-million-pounds
https://www.theguardian.com/society/2026/feb/16/government-cancels-plan-to-delay-local-council-elections-in-england
https://www.parliament.scot/about/news/news-listing/committee-calls-for-govt-action-before-and-after-election
https://www.parliament.scot/about/news/news-listing/committee-calls-for-govt-action-before-and-after-election
https://www.parliament.scot/-/media/files/committees/finance-and-public-administration-committee/correspondence/2026/budget_cabsecflgtoconvener_16feb26.pdf
https://lgiu.org/briefing/scottish-budget-2026-27-a-deeper-look-at-the-implications-for-scottish-councils/
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— Scottish Parliament Information Centre (SPICe): The 2026-27
Budget in ten charts

e Scottish Government:
— SG: Update on progress with Public Service Reform, Jan 2026
— SG: Update on the National Performance Framework

— SPICe: When is a strategy a strategy (or not)? Navigating a
complex landscape

e Scottish local government and democracy:

— LGIU: What does the year ahead mean for the future of local
government? Five key takeaways from an LGIU event

— LGIU: Interview with ClIr Richard Bell, Glasgow City Council and
COSLA’s Resources Spokesperson

— COSLA: Abuse and intimidation in politics is threatening
democracy in Scotland and the UK, new report finds

— COSLA: COSLA speaks out against online abuse
— Joseph Rowntree Foundation: Council Tax reform in Scotland
— LGIU: Council tax reform: too little too late

e Poverty, inequality and economic development:

— SPICe: The ongoing pursuit of ‘prevention’ in health & social care

LGIU: Tackling child poverty in Scotland by breaking the cycle

LGIU: Making sense of local economic development funding

Improvement Service (IS): Understanding the challenges of
childcare in remote, rural and island settings

e English local government:

— LGIU: Better late than never? Changes in the final Local
Government Finance Settlement for England

— IFS: Will reforms achieve ‘fair funding’ for English councils?
— IFS: Government signals major reform of SEND in England
e Other updates from the IS:
— 1S & Audit Scotland collaborating on best value self-assessments

— IS publishes “You Said, We Did” stakeholder survey update

Conclusion

31. The Commission is invited to note this report and consider any
implications for its work programme.


https://spice-spotlight.scot/2026/02/20/the-2026-27-budget-in-ten-charts/
https://spice-spotlight.scot/2026/02/20/the-2026-27-budget-in-ten-charts/
https://www.parliament.scot/chamber-and-committees/committees/current-and-previous-committees/session-6-finance-and-public-administration-committee/correspondence/2026/update-on-progress-with-public-service-reform-letter-of-27-january-2026
https://www.parliament.scot/-/media/files/committees/finance-and-public-administration-committee/correspondence/2026/npf_dfmcsegtoconvener_16feb26.pdf
https://spice-spotlight.scot/2026/02/25/when-is-a-strategy-a-strategy-or-not-navigating-a-complex-landscape/
https://spice-spotlight.scot/2026/02/25/when-is-a-strategy-a-strategy-or-not-navigating-a-complex-landscape/
https://lgiu.org/blog-article/what-does-the-year-ahead-mean-for-the-future-of-local-government-five-key-takeaways/
https://lgiu.org/blog-article/what-does-the-year-ahead-mean-for-the-future-of-local-government-five-key-takeaways/
https://lgiu.org/blog-article/interview-with-cllr-richard-bell-deputy-leader-of-glasgow-city-council-and-coslas-resources-spokesperson/
https://lgiu.org/blog-article/interview-with-cllr-richard-bell-deputy-leader-of-glasgow-city-council-and-coslas-resources-spokesperson/
https://www.cosla.gov.uk/news/2026/february/abuse-and-intimidation-in-politics-is-threatening-democracy-in-scotland-and-across-the-uk-new-report-finds
https://www.cosla.gov.uk/news/2026/february/abuse-and-intimidation-in-politics-is-threatening-democracy-in-scotland-and-across-the-uk-new-report-finds
https://www.cosla.gov.uk/news/2026/february/cosla-speaks-out-against-online-abuse
https://www.jrf.org.uk/neighbourhoods-and-communities/council-tax-reform-in-scotland
https://lgiu.org/briefing/council-tax-reform-too-little-too-late/
https://spice-spotlight.scot/2026/02/25/the-ongoing-pursuit-of-prevention-in-health-and-social-care-two-frameworks-and-a-plan/
https://lgiu.org/briefing/tackling-child-poverty-in-scotland-by-breaking-the-cycle-of-poverty/
https://lgiu.org/briefing/making-sense-of-local-economic-development-funding-in-scotland/
https://www.improvementservice.org.uk/news/february-2026/understanding-the-challenges-of-childcare-in-remote,-rural-and-island-settings
https://www.improvementservice.org.uk/news/february-2026/understanding-the-challenges-of-childcare-in-remote,-rural-and-island-settings
https://lgiu.org/briefing/better-late-than-never-changes-in-the-final-local-government-finance-settlement/
https://lgiu.org/briefing/better-late-than-never-changes-in-the-final-local-government-finance-settlement/
https://ifs.org.uk/articles/will-reforms-achieve-fair-funding-english-councils
https://ifs.org.uk/articles/government-signals-major-reform-and-extra-funding-send-england
https://www.improvementservice.org.uk/news/february-2026/is-and-audit-scotland-collaborating-on-best-value-self-assessments
https://www.improvementservice.org.uk/news/february-2026/improvement-service-publishes-you-said-we-did-stakeholder-survey-update
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