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Tighter squeeze on councils 

Councils are showing increasing signs of financial stress and face even tougher challenges 
ahead, says the Accounts Commission. 

In its annual financial overview published today the local authority watchdog says funding has 
reduced while costs and demands have increased, and more councils are using reserves to fund 
services.  

The Scottish Government provides around two thirds of council budgets. This fell by 5.2 per cent in 
2016/17 to £9.7 billion.  

2016/17 was also the last year of the council tax freeze.  Council tax provides just 14 per cent of 
councils' income. The report notes that if all councils chose to raise council tax by three per cent, it 
would yield an estimated £68 million - broadly comparable to a one per cent pay rise for staff.  

Overall council debt rose by £800 million in 2016/17 as councils took advantage of low interest rates 
to fund projects. While not posing an immediate problem some councils are concerned about longer 
term affordability. 

The report highlights a number of financial pressures. A rising proportion of council funding directed 
towards national priorities such as educational initiatives means councils have to look at deeper cuts 
in other services. For example, resources for culture, planning and development, and roads have 
seen the sharpest falls in funding over the last three years. 

The report also looks at the current financial year (2017/18) where councils have approved £317 
million of savings and use of £105 million in reserves. Some councils could risk running out of general 
fund reserves within two or three years if they continue to draw on them at current levels. 

The report aims to help councils plan ahead for setting their 2018/19 budgets. 

Ronnie Hinds, deputy chair of the Accounts Commission, said: "Our evidence tells us that councils 
are finding the financial pressures increasingly difficult to manage. The elections in May this year 
brought in major changes in council administrations across Scotland. Councils that have 
demonstrated effective leadership and robust planning will be in a better position to deal with the 
challenges that lie ahead." 

For further information contact Chris Holme 0131 625 1653 cholme@audit-scotland.gov.uk or 
Joanna Mansell 0131 625 1652 jmansell@audit-scotland.gov.uk 

Notes to editors 

1. Audit Scotland prepared this report for the Accounts Commission. It is based mainly on the audits 
of councils' 2016/16 accounts.
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2. The Accounts Commission used to publish a single annual overview. For the second year this has 
been split into two parts - today's financial overview aims to give councils detailed information to help 
them plan their 2018/19 budgets. The second part covering performance and challenges is due in 
spring 2018. 
 
3. More information, including an interactive exhibit, is available on our website providing detail and 
comparisons between councils. 
 
4. The Accounts Commission is the public spending watchdog for local government. It holds councils 
and various joint boards and committees in Scotland to account and help them improve. It operates 
impartially and independently of councils and of the Scottish Government, and meets and reports in 
public. 
 
5. Audit Scotland is a statutory body set up in April 2000, under the Public Finance and Accountability 
(Scotland) Act 2000. It provides services to the Auditor General for Scotland and the Accounts 
Commission for Scotland. 
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