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Briefing: 

City and Growth Deals 

 

 

Summary of key points: 

 

This document provides an overview of city and growth deals and begins to identify 

emerging patterns and common working practices in an area that is still evolving. This 

will cover: 

 

 The progress of both city and growth deals and their governance structures 

 Funding available through growth deals 

 Potential areas of influence for housing associations 
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1. Introduction 

With the creation of Local Enterprise Partnerships (LEP) the government has signalled their 

ambition to achieve economic growth through the devolution of powers from central 

government.  In 2012 the first waves of city deals were announced targeted at core cities, 

followed in 2013 by a second wave. Now, a year on, LEPs are preparing for growth deals which 

build on the success of city deals.  

City deals are bespoke to a city or region. Those that have been agreed vary broadly in their 

geography, governance structure and goals. The second wave deals have reached different 

points of the agreement process and will entail the same degree of variation as Wave 1.  

Growth deals, launched before completion of Wave 2 of the city deals, will be agreed with LEPs 

across the country and will deliver the local growth fund.  

The relationship between these deals and associated bodies can be indistinct and it can be 

difficult for those looking on to understand the processes followed.  This paper is intended to 

identify any emerging patterns, common working practices and explore the implications for our 

members of both city deals and growth deals. 

Growth deals will potentially bring additional funding to regions and, along with city deals, will 

see many looking to release land in support of their strategic plans. The devolution of powers to 

cities and regions offers the opportunity for housing to be placed more centrally in ambitions 

for growth. Housing associations will be able to use this to discuss their role and to present the 

advantages of providing more affordable housing in achieving LEP and local authority 

objectives.  

2. What is a city deal? 

 

Broadly speaking a city deal is a “tailored” agreement between a city region and Whitehall. The 

deal is a commercial development plan intended to promote economic growth by solving an 

area’s specific problems and building on its strengths.  Each Deal is produced by the Cities 

Policy Unit in Whitehall. However the government has stressed that it is not about Whitehall 

imposing solutions on regional cities. 

City deals offer cities the opportunity to gain powers through devolution from central 

government in return for fulfilling proposals to achieve growth. These proposals include: 
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leadership and accountability, efficiency and improved outcomes, share in risk, innovation to 

boost private growth and more localised public services. 

The first wave of city deals agreed covered a large range of policies. Some were specific to a 

city but others were seen in the majority of agreements. The second wave of city deals will 

therefore have two parts; a specific part, tailored specifically to each city’s need and a second 

core package of powers offered to all cities in response to common problems.  

 

Who has a city deal? 

The first deals agreed were with the core cities, the eight largest economic cities outside of 

London: Bristol, Birmingham, Manchester, Leeds, Liverpool, Newcastle, Nottingham and 

Sheffield. 

In October 2012 a further 20 cities and LEPs were invited to negotiate a deal. These were made 

up of the next 14 largest cities and their wider areas and the next six with the highest 

population growth between 2001 and 2010: 

 The Black Country (agreed) 

 Bournemouth  

 Brighton and Hove  

 Greater Cambridge  

 Tees Valley (agreed)  

 Hull and Humber (agreed)  

 Ipswich (agreed)  

 Preston and Lancashire (agreed) 

 Southend (agreed) 

 Sunderland and the North East 

 Leicester and Leicestershire  

 

 Greater Norwich (agreed)  

 Oxford and Central Oxfordshire (agreed) 

 Reading  

 Plymouth  

 Coventry and Warwickshire (agreed) 

 Milton Keynes  

 Southampton and Portsmouth (agreed) 

 Stoke and Staffordshire 

 Swindon and Wiltshire 

Areas Covered 

The second wave of invitations were made to both cities and LEPs and required proposals for 

governance over a functional economic area. This ties in with the government’s promotion of 

cross boundary cooperation with Local Authorities working together, along with their LEP. 

Often this is the same area of the LEP but not necessarily.  Where it is not an increase in 

governance will be required. 
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For example Plymouth City Council and the Heart of the South West LEP were invited to take 

part in the second wave. Due to their selection of marine science as a key area, their deal goes 

beyond a single LEP to areas of Cornwall. So while not directly included in the city and LEP, 

Cornwall council is supporting Plymouth City Council in the agreement of their deal as it will 

also benefit them. For their part, Plymouth City Council has stressed the importance of 

partnerships with bodies such as Cornwall Council as well as institutions outside the immediate 

LEP and city area. 

 

Funding currently used in city deals 

The agreement of a city deal does not entail any new capital funding but changes the way cities 

can hold local revenues and existing government funds.  Funding and revenue streams or 

mechanisms already available to LEPs for the implementation of city deal agreements include: 

 The Growing Places Fund  

 The European Regional Development Fund (ERDF)  

 Revenue from public assets  

 Community Infrastructure Levy (CIL) 

 Funding Legacy  

 Tax Increment Financing (TIFs) 

 Business Rates Retention  

 

3. What are growth deals? 

Growth deals are a partnership between government and LEPs based on their Strategic 

Economic Plans (SEP). LEPs, local authorities and the private sector will be expected to deliver 

the plans through the unlocking of public assets, pro-growth reforms and a commitment to 

collective decision making involving all local authorities within a LEP.  

In return each LEP will be able to “seek freedoms, flexibilities and influence over resources 

from government; and a share of the new local growth fund to target their identified growth 

priorities1”. In order to receive additional freedoms, LEPs must clearly demonstrate better 

growth outcomes/value for money than national delivery can achieve. 

                                                      
1
 HM Government Growth Deals July 2013 
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Unlike city deals, growth deals will be used to deliver a dedicated government fund, the local 

growth fund. Funding will be distributed via a competitive process through assessment of each 

LEP’s strategic economic plans.  Assessment will cover ambition and rational, value for money 

and delivery and risk. There is no guarantee that all LEPs will receive monies. 

According to the timetable set out in the plan, final versions of the strategic economic plans will 

be submitted for assessment at the end of March 2014 with announcements made in July. 

These will then be implemented in April 2015. 

Impact on city deals 

The government will conclude negotiation for the deals announced under Wave 2. The growth 

deal process is expected to allow Wave 1 cities to build on their existing city deals. Of this 

second wave several have already agreed their deals, but we understand that a small number 

of the outstanding deals are not expected to be finalised.  Some of the second wave deals 

attempt to cover wide areas without the central focus of a key central city. This has led to more 

complex  and prolonged negotiations than seen in Wave 1. It is likely that some will be 

overtaken by growth deals. 

Areas covered 

Growth deals have been offered to every LEP in the country. The London LEP will be able to 

negotiate a growth deal but this would have to reflect London’s “unique circumstances” given 

the responsibilities of the Mayor and LEP. The government will take forward more detailed 

discussions with London LEP and GLA on this. 

Funding to be used in growth deals 

The local growth fund will be worth a minimum of £2bn every next year of the next parliament. 

When growth deals are finalised a further £5bn-£10bn from the 2017/17 to 2020/21 funding 

period may be allocated to support long term proposals in LEP plans. 

 

4. Governance and accountability 

A government requirement of both city and growth deals is that regions have strong governance 

with appropriate accountability procedures.  Unlocking Growth in Cities2  requires clear 

accountability which means cities making commitments to the public, private sector and the 

government.  A variety of means have been used to offer strong governance and accountability: 

                                                      
2
 https://www.gov.uk/government/publications/unlocking-growth-in-cities--5  

https://www.gov.uk/government/publications/unlocking-growth-in-cities--5
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LEPs 

In 2012 the Chancellor set out plans to combine funding from 2015 for transport skills and 

housing into one pot which LEPs can bid into.  LEPs are now central to economic growth and 

many cities have chosen to use their structures to implement city deals.  The disadvantage of 

LEPs is that they cannot hold funding. Instead a single local authority takes on accountability. 

Currently, this is the most common structure seen. 

The Wave 2 city deals have been more difficult to implement than those made with the core 

cities. It is hoped that growth deals will be more suited to the regional governance structure. 

The role of local authorities 

For any of these deals to work, cross border cooperation is key. This can be difficult where 

decisions made to achieve area wide strategic goals are seen to advantage one local authority 

over another or there are conflicting concerns for example rural v. urban. There is, therefore, a 

need to ensure all partners have a degree of influence.   

From government’s view this can best be solved through the establishment of Combined 

Authorities which have the ability to make decisions on the subjects it is responsible for without 

“requiring delegations from its members”. This structure has not been universally popular 

amongst local authorities who are concerned they will lose local powers without sufficient 

return.  Other areas have adopted shared principles for decision making. It is understood that 

some cities avoid holding votes to ensure that no one local authority is isolated, choosing to 

decide by consensus instead. 

Economic Prosperity Board (EPB) 

This is a governance structure for sub regional area corporate bodies which have their own 

administrative processes. They may have statutory powers and duties which they are able to 

exercise in their own right.  

EPBs do not include the integrated transport authority.  Where an integrated approach has 

been shown to be the most efficient means of effective regeneration this is an obvious 

disadvantage.  Further to this, the EPB could not raise a levy, nor have borrowing powers to 

fund investment. 

Combined Authority 

The combined authority is considered by some to be the most robust management structure. 

They are essentially a combination of EPBs and integrated transport authorities (ITA). The 

advantage of this structure is that it provides a single decision making body responsible for 
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strategic planning, across several Local Authorities, with functional powers and the ability to 

hold funding. Fundamentally it is accountable, removing the need for a single local authority to 

and thereby reducing partnership risk.  

The Greater Manchester Combined Authority is the first combined authority to be set up. Leeds, 

Sheffield and Newcastle are both giving formal consideration to creating a Combined Authority. 

However they have not all found popular support amongst local authorities. In the case of the 

Newcastle region’s proposals Sunderland has asked for plans to be delayed over concerns over 

the loss of their local powers to the combined authority.  

Mayor 

In the 2011 government paper Unlocking Growth in Cities exploring ways of boosting economic 

growth in cities, the government strongly supported a Mayor as the best way of creating an 

accountable figure.  The perceived advantage of an elected mayor is that they are more 

removed from political dynamics than council leaders and better able to pursue goals. However 

the option was rejected by the majority of cities in the 2012 mayoral referenda.  

Liverpool and Bristol both have elected mayors. Liverpool’s city deal has two parts: the first 

providing the mayor with the relevant powers to drive economic growth. The second Pare deals 

with the wider LEP area. The governance structure will be made up of the Mayor working with 

the LEP and City Region Cabinet.   

5. Property and assets 

As a result of city deals, most regions have agreed to establish structures to manage property 

and public sector assets and investment in housing. Usually a member of the HCA will sit on the 

board of most regions to approve projects up to a defined level. Property Boards will oversee 

the management of HCA assets in the region as well as local housing. 

6. Where does the funding go 

City deals 

Under the city deal, pooled resources and funding is allocated to the LEP and held by the 

nominated accountable body which can be the combined authority or nominated local authority.  

Allocation of funding is managed through the LEP or the combined authority and LEP in 

partnership. 
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Growth deals 

Local growth funding will be paid in the form a single annual grant to a nominated local 

authority who will act as the accountable body. The conditions on the grant will vary according 

to the strategy.  An annual report will be required setting out “how the grant was used, what 

was delivered and the effectiveness and propriety of decision making”. 

7. Areas of influence for Housing Associations 

Both city and growth deals are tailored to specific areas and the have bespoke governance 

structure. For each, strong local relationships, with individuals and key boards, need to be 

established.  

LEPs are central to making both deals work. For the majority of deals governance is based on 

the LEP structures and many housing associations will have existing relationships with key 

people. It is fundamental that those relationships are maintained and strengthened. Combined 

Authorities will include many of the elements of the LEP structure but will create new boards. 

Housing associations will need to ensure that they have sufficient contacts with these in order 

to maximise the benefits of growth deals. 

In cities where a mayor has been elected this must also be considered. There are only a few of 

these and most have only had mayors since 2012. Where they are in place it is pivotal that 

housing associations look to establish strong relationships. Each mayor will have varying 

policies and goals which must be understood. 

With new boards making strategic decisions, housing associations will have to consider how 

they present their projects.  Government and regional focus is on gross value added (GVA) and 

regional strategies. Associations will need to emulate this in their approach to these boards by 

demonstrating the role of affordable housing in building and supporting the wider economy.  

City deals have led to some LEPs having more control over certain public assets. There is a risk 

that, in any disposal, simply the highest capital value or “best consideration” will be sought. 

Housing associations need to be able to demonstrate the economic and social value of 

affordable housing to counteract this.  

In all communications, the advantages of housing both in its role as a driver of economic growth 

and the social added value housing associations can bring needs to be demonstrated. This is 

particularly important in the use of public land. While the capital values of market housing 

schemes may be out of reach of affordable housing schemes, housing associations can offer 
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education and employment services which feed directly into economic plans, supported living 

can save local authorities money on health care and affordable housing can unlock sites for 

wider development. These arguments can be used to demonstrate why affordable housing 

development can be more beneficial in meeting LEP and local authority objectives than 

commercial schemes.  

Growth deals will be managed by an expanded Cabinet Office City Unit to include roles for CLG, 

BIS, BIS local. At a local level the BIS local network will have the role of coordinating regional 

stakeholders. They will be helpful contacts for the Federation and housing associations.   

The Federation has produced LEP publications for each area to support members in their 

engagement.  

 


