Growing reliance on emergency bailouts exposes systemic flaws in local government funding
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Emergency bailouts for councils facing financial collapse have become a frequent, almost routine, lifeline within an increasingly fragile local government funding system, warns the Local Government Association (LGA), as the Chancellor prepares to unveil the Autumn budget. The LGA’s correspondence with the Treasury highlights a worrying trend: 29 councils have needed exceptional financial support agreements this year, a stark rise from 18 last year, signalling systemic strain in local authority finances, particularly in social care.
These emergency packages allow councils to borrow, sell assets, or hike council tax beyond statutory limits to maintain essential public services. Since their inception in 2020/21, over 42 councils have accessed more than £5 billion in such support, with many drawing on these resources year after year. The LGA argues that what was designed as an “exceptional” measure has become a standard practice, underscoring a broken financial framework unable to sustain vital services like children’s social care.
Louise Gittins, chairwoman of the LGA, told The Irish News that soaring costs and growing demand in areas such as adult social care, homelessness, and educational transport are pushing councils toward significant overspend. She noted the visible consequences: shrinking neighbourhood services, diminished preventative investment, and increased pressures on the most vulnerable. Gittins stressed that a system reliant on emergency bailouts is fundamentally flawed and called for a solid financial foundation to enable councils to flourish and contribute meaningfully to national growth and reform.
Supporting this view, LGA analysis reveals alarming budgetary pressures: between 2022/23 and 2024/25, councils reported average overspends of 5% in adult social care, 14% in children’s social care, 25% in special educational needs transport, and a striking 52% in homelessness services. Despite planned budget increases for 2025/26—9% for adult social care, 10% for children’s social care, and 39% for homelessness—the risk of repeating past overspends remains, forcing councils to contemplate further service cuts and reliance on shrinking reserves.
The LGA also points out a mounting £5 billion deficit in special educational needs and disabilities (SEND) budgets. While councils must balance their budgets annually, these accumulated deficits can be deferred but represent an existential threat without a long-term solution. The associated cash flow costs, including millions lost in unearned interest income and additional borrowing costs, add significant financial strain. The LGA urges the Chancellor to treat these deficits as part of wider SEND reforms to allow authorities and schools to focus on improving provision rather than managing chronic financial distress.
The Government has recognised these challenges to some extent. It recently confirmed funding for 30 councils in exceptional need to help them balance budgets and protect public services, including heritage and community assets. However, critics, including London Councils, remain sceptical, describing the Exceptional Financial Support (EFS) scheme as a “misnomer” that risks burdening councils with ongoing debt without addressing root causes or enabling sustainable financial recovery.
Further extending concerns, a survey by the LGA forecasts that one in four councils in England may seek emergency bailouts within the next two financial years, driven by inflation, wage pressures, and rising service demand. This forecast paints a bleak picture of local government finances unless immediate reform and stabilisation measures are implemented.
The LGA welcomes the Government’s intentions to reform local government finance, including multi-year funding settlements, reducing the reliance on ring-fenced grants and competitive bidding, and guaranteeing fair funding reforms that better support deprived areas. Nonetheless, transitional arrangements must be robust to prevent unintended harm to councils’ sustainability during the reforms.
Additionally, the upcoming local government reorganisation, which will shift from two-tier systems to single unitary authorities in some areas, raises further concerns. Commons Public Accounts Committee chairman Sir Geoffrey Clifton-Brown has cautioned that undertaking wholesale restructuring amid financial strain risks turning existing fiscal challenges into far more significant problems.
The Liberal Democrats’ local government spokesperson Zoe Franklin echoed calls for urgent social care reforms, emphasising that short-term fixes fail to address the escalating costs crippling councils. She advocated for cross-party efforts to mend the SEND system to better serve children and families.
As the Chancellor prepares to unveil the Autumn budget, the Local Government Association’s warnings underscore the urgency of addressing the deep structural funding faults undermining local governments. Without sustainable financial reform and genuine support, councils’ ability to safeguard essential services and drive local and national prosperity remains in jeopardy.
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