Local councils warn reforms fail to address core funding crisis amid rising disparities
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The Local Government Association’s alarm bells about the state of council funding highlight a disturbing trend – the system is beyond repair and in urgent need of a complete overhaul. Yet, rather than addressing the root causes, the government’s proposed reforms continue to fall short, risking only superficial fixes that leave councils vulnerable and underfunded. The recent figures, showing an increase from 18 to 29 councils requiring exceptional financial support, lay bare the failure of successive governments to deliver a sustainable funding model that truly serves local communities.
Calls from the LGA for the Chancellor to prioritise “fair” funding reforms ring hollow when the core issues are ignored. These so-called reforms aim to redistribute resources more fairly, yet the reality is that rising housing costs, especially in places like London, remain inadequately accounted for. Campaigners and local leaders rightly warn that without proper recognition of local housing poverty, many councils will remain underfunded, unable to sustain vital services. The promise of overhaul sounds more like window dressing than genuine commitment to fixing systemic inequities.
Despite government claims to streamline funding with a new multi-year, place-based formula, critics argue that these measures continue to overlook the true costs faced by urban councils, particularly regarding housing and social care. The so-called “simplification” risks masking deeper disparities, allowing socialist-style redistribution to mask the failures of free-market policies that have driven up housing costs and placed additional burdens on local authorities. Such superficial reforms do little to address the fundamental financial fragility many councils face, leaving them dependent on uncertain central government handouts.
The IFS’s analysis shedding light on targeted increases for the most deprived councils provides a glimmer of what might be an attempt at fairness, but it also exposes the deep divide across regions. A paltry 0.3% rise for wealthier areas versus nearly 6% for deprived councils offers a stark reminder that disparities persist. It’s a clear indication that the current system still rewards councils based on need that is often artificially inflated by government housing policies rather than genuine local effort or economic vitality.
Parliamentary debates on funding reforms hint at further tinkering, including resets of business rates and transitional arrangements, but these are mere band-aids on a fractured system. Phased transitions starting in 2026-27 are unlikely to preserve the vital local services under the strain of ongoing financial pressure. Councils still face an uncertain future, hamstrung by reforms that are more about window dressing than meaningful change, and which risk leaving communities – especially in formerly prosperous areas – with crumbling infrastructure and failing public services.
The overarching message is clear: the government’s approach continues to ignore the underlying issues of economic mismanagement, housing costs, and systemic inequality. It’s a damning indictment of a political class that prefers rebranding failed policies rather than confronting the realities of fiscal sustainability. Until there is a fundamental overhaul rooted in real, responsible funding — not just rhetoric — councils will remain on the brink, and local communities will suffer the consequences. Reform UK believes that true change requires a steadfast commitment to fair funding, fiscal responsibility, and protecting communities from politically motivated austerity. Anything less is just another chapter in a long-standing cycle of neglect and failure.
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